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Executive Summary 

 Impact Investing is a nascent industry, in which investment managers seek to make a 

positive impact on society through social, environmental, or economic outcomes, while also 

ensuring a certain level of financial return for their investors. This type of activity being just a 

bit more than ten years old, practitioners and researchers are still working on defining the 

concept of Impact Investing and its borders with commercial investments and philanthropy. 

Although all stakeholders are working towards reaching a consensus, assessing the size of 

this market and the actual impact thus remains a challenge.  

 In parallel, European governments are facing urgent social and environmental issues, 

while handling budget constraints and pressure for more security. In this context, Impact 

Investing comes as a potential solution, bringing private capital in sectors that originally 

relied on public spending and charity. Concurrently, the European Union has made a priority 

to lessen the differences of development across the continent by directly financing regional 

development and cohesion. 

 However, while some research has been focusing on assessing the outcomes of 

Impact Investing in the developing world, very little research exists on its potential for 

developed countries, and notably Europe. The aim of this paper is thus to assess whether 

Impact Investing can contribute to the reduction of discrepancies between European regions.   

 We are thus interested in broadening the concept of impact, by including dimensions 

that will go further than current research and practice. By taking a more comprehensive 

approach to impact and understanding how it diffuses through society, we thus try to measure 

impact at a regional level. Therefore, this projects presents a framework that helps measuring 

impact so as to assess the significance of the outcomes stemming from Impact Investments. 

By applying this framework to a real case, we also test its relevance and applicability.  
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 We however conclude that, for now, the data made available by investment funds is 

insufficient to conduct such a study. This is notably due to the lack of clear definitions and 

conventions within the Impact Investing sphere. Also, applying our framework in its entirety 

would actually require larger resources to collect extensive data on the field, so as to better 

grasp the totality of impact stemming from an investment fund. 

 However, stepping away from numerical considerations and taking a broader 

approach to the general advancement of the market in Europe, we can affirm that the recent 

evolution shows a strong interest from investors and policy-makers alike, as well as a fast and 

steady increase in the volume of assets under management. The future progression of Impact 

Investing in Europe is thus very encouraging and the industry is likely to contribute to 

regional development in the future. 

 In our opinion, the next step for research is to scale up and start collecting data 

directly from all stakeholders. We thus recommend the establishment of independent studies, 

dedicating resources to gathering the relevant information while being impartial to a single 

fund or investor.  

 As for the practice of Impact Investing itself, there is a need for a deeper collaboration 

between all stakeholders so as to align on objectives and maximise the impact depending on 

the resources and needs of each actor. By doing so, they will ensure the development of 

adequate financial products to attract larger investors and conclude bigger deals, while not 

losing the initial goal of creating a positive impact on society. 
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Introduction 

  

Impact Investing is a young and vibrant industry in which capital is placed into 

organisations seeking to generate social, environmental, or economic outcomes trough the 

creation of goods or services. Such operations are taking place all around the world, and the 

Global Impact Investing Network, created in October 2007, estimates that more than $60 

billion of capital is currently allocated to Impact Investing worldwide (The GIIN, 2016).  

 This movement is notably fuelled by a growing attention for Corporate Social 

Responsibility as well as sustainable business operations. For example, the number of 

signatories of the United Nations’ Principles for Responsible Investment (UN PRI) is 

growing extremely fast. They were 100 at its creation in 2006, and more than 1,260 in 2014, 

representing about € 40 trillion assets under management (Alfi and KPMG, 2015). Out of 

those 1,260 organisations, 54% are located in Europe. Although the text is not binding, 

signatories engage to incorporate social and sustainability matters into their decision-making 

and practices. This rise in participation thus indicates a growing concern for such issues.  

 For academicians and practitioners alike, the main problem is however to understand 

whether these operations are creating a real impact. Indeed, the industry is still lacking 

credibility in the eyes of some traditional investors and philanthropists. Some organisations 

are thus looking at establishing standardised methods in an attempt to harmonise the way in 

which impact in measured.  

 When taking interest into this practice, our first question was to understand whether 

this new trend could help reduce discrepancies in levels of development across the European 

continent, between and within countries. Indeed, most of the literature on Impact Investing is 

assessing the importance of this new initiative to create wealth while improving well-being in 

developing countries and notably poor communities. However, the potential of Impact 
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Investing in making a substantial difference in developed countries has scarcely been 

addressed, while the European Union (EU) itself has started taking interest in the practice. 

Indeed, the European Investment Fund (EIF) is now investing in nine funds located in 

Europe, through its Social Impact Accelerator programme. It is thus time for researchers to 

assess the contribution of Impact Investing to the EU’s regional development and cohesion 

policies. In this sense, we are interested in assessing whether Impact Investing can play a 

complementary and substantial role in reducing differences in wealth and well-being across 

the EU.  

 The research question guiding our project will thus be as follows: Can the practice of 

Impact Investing, when concentrated in a geographical area, create a regional impact beyond 

the direct result of a single investment? There will be then several underlying questions: if 

there is a significant impact, is it taking different shapes (quantitative, qualitative, social, 

economic, environmental, affecting practices, perceptions, etc.)? What are then the 

implications for policy-makers and practitioners? And if there is no significant impact: why, 

and how can we make it more impactful in the future? 

 Our objective is thus to measure impact at a broader level than what has been done 

until now. To do so, we will first present a detailed research context (section I p.8), defining 

Impact Investing, exploring the relevance of the topic more in depth, and explaining our 

methodology. Second, we will build a framework to measure impact at a broad level (section 

II p.28), by drawing from existing research on regional development and policy evaluation. 

Third, we will select a case study and apply it to the framework we built, to assess its 

relevance and applicability (section III p.50). And fourth, we will expand our reflection by 

stepping away from quantifiable considerations, and exploring the potential of Impact 

Investing in shaping new practices and benchmarks for the entire European capital market 

(section IV p.63).  
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I. Research Context 

 

This first chapter sets the context of our research, and will help the reader understand 

what Impact Investing is (section A below), how this research will contribute to existing 

knowledge (section B p.20), and finally what methodology has been applied in the different 

steps of our study (section C p.25, which will also introduce the following chapters). 

 

A. Definitions 

This section will first give a brief introduction on the origins of Impact Investing 

(section a below). Then, we will define the sector, its boundaries with other similar concepts, 

and the notion of impact itself (section b p.9). Finally, we will characterize the European 

Impact Investing market, although with difficulty, as there is to this day only little data 

available (section c p.16). We will explain why.  

a. The origins of Impact Investing 

The idea of investing responsibly and sustainably is not new. Indeed, it has religious 

roots dating back to centuries ago, as concerns for social justice have always been included in 

the Jewish law, the Sharia, or also the Methodist movement (SRI Conference, 2016). 

The modern term Sustainable and Responsible Investment (SRI) was coined in the 

1960s in the United States of America, as civil rights and environmental issues became major 

society concerns (Copp, Kent & Spence, 2016, p.5). The initial strategy was mainly to divest 

from various industries having negative effects on societies (such as nuclear power plants, 

weapons manufacturing, gambling industries or bonds from corrupted governments).  

Today, pressing global issues such as climate change, immigration, lifestyle diseases, 

poverty and social exclusion, ageing populations, economic crises, and many more, are 
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urging investors to seek investment opportunities for a sustainable future. Also, many argue 

that Millennials, born between the 1980s and the 2000s, want to make a difference and find 

purpose in the way they use money (SRI Conference, 2014), thus pushing such initiatives 

forward. However, Impact investors and funds’ managers can also be experienced actors 

switching from traditional finance to sustainable activities or from charities and foundations 

to investment funds.  

Nowadays, there are many ways of investing responsibly and sustainably. The Eurosif 

distinguishes seven SRI strategies (Eurosif, 2014, pp. 10 and 67). One of the most common 

consists in excluding specific investments because of their nature (weapons, gambling, 

pornography, etc.), as mentioned above. It is known as “Negative Screening”, or “Simple 

Exclusions”. The second most common strategy is the “ESG Integration”, which stands for 

Environment, Social and Governance factors integration. Performance regarding ESG factors 

is generally tracked at a company or portfolio level and guides investment decisions. Another 

widespread strategy is the “Engagement”, in which shareholders engage with portfolio 

companies to encourage the implementation of sustainable practices. Other less common 

strategies include complex screenings (“norms-based”, depending on whether the company is 

complying with selected national or international regulations, and “positive” or “Best-in-

Class”, targeting companies with the best performance in ESG selected indicators), as well as 

“Sustainability themed” funds or assets. Finally, the newest and least diffused strategy is 

“Impact Investing”, which will be defined in the next section. The term was chosen in 2007 at 

the Bellagio Conference Center in Italy, in a gathering organised by the Rockefeller 

Foundation (Eurosif, 2014). 

b. Definition(s) of Impact Investing 

In order to define Impact Investing, we will first differentiate it from traditional 

commercial investments, other SRI strategies and philanthropy (section 1 below). Then, we 
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will explore the various types of impact, and explain how the activity and measurement can 

vary depending on the way an organisation defines impact (section 2 p.12). Finally, we will 

briefly go over some of the limits of Impact Investing (section 3 p.14).  

 

1. Boundaries of the Impact Investing market 

The first step in defining Impact Investing is to distinguish it from other notions such 

as traditional commercial investments, other SRI strategies, or philanthropy.  

In a commercial investment, the decisive factor is the return on investment (although 

many other factors could be considered). The impact is not usually taken into account, even 

though every financing activity does have certain effects on the economy, being positive or 

negative (Copp, Kent & Spence, 2016). The first key feature of an Impact Investor is thus the 

“intention to generate social and environmental impact” (The GIIN, 2016). The purpose 

of generating positive outcomes for the society is what drives the Impact Investing industry. 

This definition from the Global Impact Investing Network, cited here, is widely accepted by 

most actors in this field (see Appendix 1 p.80). In other words, impact investors are seeking 

market-based solutions to today’s (and yesterday’s) social and environmental challenges.  

Then, if generating positive outcomes is the key motivation, what is the difference 

with philanthropy or charity? The second feature, and the reason why we talk about 

investments and not grants or donations, is that impact investors are expecting financial 

returns “ranging from the highly concessionary to above market” (Brest & Born, 2013). It is 

important to note here that some investors will focus on impact, thus allowing for minimal 

returns (“highly concessionary”), while others will seek strong and stable returns. There is an 

ongoing debate on the ability of this industry to deliver above market returns (Brest & Born, 

2013), and some scepticism from traditional investors. This will not be the focus of our study, 

but it is important to note that the GIIN, in partnership with Cambridge Associates, has 

introduced an Impact Investing Benchmark, aiming at tracking the financial performance of 
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impact investments. In Europe, there have been several experiences of above market returns 

(for example, Bridges Ventures in the United Kingdom (UK), whose first fund reached an 

internal rate of return of 15 to 20% according to the European Venture Philanthropy 

Association, 2010).  

Finally, the third key feature of Impact Investing is the measurement of impact. 

Here again, there is a widespread consensus on the idea that if one’s intention is to create 

positive outcomes, there needs to be a proof of this impact, in quantifiable terms. The 

proximity with the investees and the geographical focus of Impact Investing tend to make this 

process easier (Eurosif, 2014).  However, measurement is not always feasible, depending on 

the activity and the resources at hand. Many Impact Investors are only starting to develop 

systematic measurement methods, although considerable effort is being made at the 

international level for a standardisation of metrics. Also, such measures are more suitable for 

certain types of investments, such as social enterprises, and not really for others, such as 

renewable energy investments, in which the only outcome easily measured is the production 

of energy (Klughardt, 2016). Other outcomes (job creation for example) can be estimated but 

hardly measured with accuracy (Klughardt, 2016). Thus, the definition of impact will depend 

on an organisation’s “goals and [the] societal challenges it seeks to address” (Social Impact 

Investment Taskforce, 2014, p.7).   

To see a clear illustration of Impact Investing’s position within the range of capital 

market strategies, please refer to Table 1 below. 
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Source: “Bridges Ventures & Impact Investing: An Overview”, p.3 (Bridges Ventures in Eurosif, 2012) 

 

2. Various types of impact(s) 

The key concept to consider in this research is the idea of impact. There can be 

different categorisations, depending on what one is looking at when assessing impact.  

With a broad approach, we can distinguish two types of impact stemming from 

business activities (Brest & Born, 2013): “product impact” (the direct effect of goods or 

services on users, depending on the organisation’s aim), and “operational impact” (the effect 

of managerial practices on employees, communities, and the environment). Although most 

organisations in the industry promote ethical and sustainable managerial practices (and assess 

those with the help of Environmental, Social and Corporate governance – ESG – factors), 

they generally focus their measurement on the core of their activity, i.e. the direct impact of 

Table 1 Impact Investing’s position within the range of capital market strategies 
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their investments. This means they will measure the clearly identifiable outcome(s) for the 

beneficiaries or clients. For example, in 2008, Bridges Ventures has incepted The Gym, 

which offers affordable gym facilities all over the UK (Bridges Ventures, 2011). The measure 

of a “product impact” (also called direct impact or outcome), in this case, is the number of 

people who signed up at the gym for the first time because of a lower fee.  

 However, this kind of measure would not take into account the broader impact. For 

example, do people who start going to the gym also start buying healthier food as a result of a 

change in their lifestyle, or do they spend less money because the gym is still taking a part of 

their income? Do they have less health issues related to a lack of physical activity? The 

introduction of a new service into people’s lives can have an impact beyond what we see. 

This can be called “indirect impact”. 

 Going even further, how many jobs have been created through this activity? Who are 

the suppliers for the gym equipment, and how many jobs have they created to answer this 

new demand? How many jobs were created to build the facilities? Were they local partners?  

Have shops in the area seen an increase in sales as a result of greater affluence in the 

neighbourhood?  We could call these activities, gravitating around the core purpose of the 

investment, the “induced” impact of an investment.  

These three categories (direct, indirect, and induced impacts) were inspired by 

economic theories on the multiplier effect (Bureau of Economic Analysis, 2013), which will 

be reviewed more into details in the section II/A p.28. They form the foundation of the 

framework which we propose in this paper to measure regional impact. 

Finally, outcomes are only synonym of impact if they create results which increase 

“the quantity or quality of the enterprise’s social outcomes beyond what would otherwise 

have occurred” (Brest & Born, 2013). In other words, when measuring impact, there is a need 

for a counterfactual: a proof that the observed results would not have happened without the 
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investment, under other market circumstances. This is one of the main obstacles in impact 

measurement, and will be assessed in the next section.  

 

3. Limits of Impact Investing 

The counterfactual issue, identified by most academicians researching on the topic 

(Brest & Born, 2013, and Galimidi & Olsen, 2008), would require to make a comparison 

between two situations. Tracking performance on a given metric before and after an 

investment can show an evolution, but no causality: the observed situation might be the result 

of something else, and not entirely of the investment itself. Subsequently, one could compare 

two similar markets, one in which the investment happened, and another in which it did not. 

However, in practice, it is difficult to find two similar markets because of the specificities of 

each local economic structure, industry, legal system, etc. 

In the case of social investments, inspiration can be taken from research on policy 

evaluation: we could compare two “statistically similar groups” (i.e. sharing the same 

characteristics), one benefiting from the operation and the other not. This could help identify 

an impact (CRIE, 2015). However, this method is difficult to implement in reality, requiring 

first of all an appropriate sample (in terms of similarities), but also time and resources to 

study two significant groups during a long period. An alternative is to use statistical methods 

in order to mimic the randomisation that would have been created using two similar groups. 

In doing so, one removes the need for resources necessary when carrying out a field study. It 

requires however extensive data that is not always available, or for which advanced expertise 

in data collection and analysis is necessary. 

Thus, although the counterfactual issue is pointed out by academicians as one of the 

main obstacles to accurately measuring impact, it is often overlooked by practitioners 

(OECD, 2015). If they do measure impact, they usually focus on their own performance. 

Indeed, most measurement methods simply select a set of metrics and measure performance 
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over time. The GIIN, one of the most influential organisations worldwide for Impact 

Investing practitioners, proposes a framework called IRIS. It is a catalogue of metrics, 

categorised by sector of focus, and used by institutions to measure impact in a standardised 

manner, thus allowing for comparisons (The GIIN, 2016). Another example is the Outcomes 

Matrix, proposed by Good Finance in the UK, which works in a similar way (Good Finance, 

2016). As an alternative to using statistical methods for the counterfactual issue, Bridges 

Ventures, one of the leading Impact Investors in the UK, proposes to evaluate “additionality”, 

ranging from 1 to 3, for investors (financial return) and for individuals (outcome), but this 

remains extremely subjective and is not based on any statistical analysis (Prentice, 2016). 

This approach is however useful and will be explained further in section II/B/c/2  p.47, as we 

take inspiration from it for our own framework. In this study, we initially planned to apply 

statistical methods to confirm the source of the impact, but this was hindered by the lack of 

data (see section III p.50).  

Finally, Impact Investing being a nascent industry, it still lacks strong foundations and 

credibility in some ways. Academicians wonder whether it is a “real underlying phenomena” 

or a “passing fancy” (Stanford Graduate School of Business, 2014) and show scepticism 

(Brest & Born, 2013). Indeed, most businesses nowadays are developing Corporate Social 

Responsibility (CSR) strategies, but how can simple marketing be differentiated from real 

engagement? For environmental issues, this is notably known as “greenwashing”, consisting 

in elaborating a marketing and communication strategy with an ecological component in 

order to restore one’s image of polluting activities (Greenwashing.fr, 2016). According to the 

Forum for Sustainable Investments for Germany, Switzerland and Austria (Forum 

Nachhaltige Geldanlagen –FNG), concerns about “greenwashing” are among the main 

obstacles keeping the industry from growing in those countries (FNG, 2016). Consequently, 

building up accurate impact measurement methods, especially at a large scale, is crucial for 

the industry to gain legitimacy (and thus receive more support and funds). That is why the 
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purpose of this study is important, as we will explain in section B p.20. As for understanding 

whether Impact Investing is a long-lasting movement, which will someday go mainstream, or 

just a “whim”, the section IV p.63 on the European market will assess recent evolutions and 

potential growth, as well as obstacles to expansion. For now, we will characterise the current 

European Impact Investing market. 

 

c. Characteristics of the European Impact Investing market 

To give a better overview of the market, we will present its size and growth in the 

recent years (section 1 p.16), the different types of activities that can be differentiated within 

the industry (section 2 p.17), and finally the various actors in the sector (section 3 p.18).  

 

1. A fast-expanding niche market 

 Impact investors focus on domains subject to market frictions that do not attract 

neutral investors, such as imperfect information, scepticism, lack of flexibility, small-size 

investment opportunities or difficult exits (Brest & Born, 2013). In short, investing for impact 

requires expertise and knowledge, which traditional investors might not possess, and the 

market is thus considered as a “niche”. 

Hence, Impact Investing represented only 0.2% of the European SRI market in 

December 2013 (estimated by the Eurosif at € 9.88 trillion of SRI assets under management, 

against € 6.76 trillion in 2011). In comparison, the total AuM in Europe (covering all types of 

investments) are estimated at € 16.8 trillion at the end of 2013 (EFAMA, 2014).  

 However, the market is experiencing a very fast expansion. In December 2011, the 

European Impact Investing market was estimated by the Eurosif at € 8.75 billion (total 

amount invested), but being “probably understated” (Eurosif, 2012), because of the 

difficulties inherent to measuring new trends. Two years later, in December 2013, the Eurosif 
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estimated the market to have grown to € 20.3 billion, a 131.6% growth in such a short time 

(Eurosif, 2014). Finally, in December 2015, the market was estimated at € 98 billion, a 385% 

growth, and probably still understated (Eurosif, 2016). 

It is important to note that those two numbers encompass all assets under management 

of funds headquartered in Europe, some of which may have operations outside the European 

continent, thus not creating impact in Europe itself. However, to this date, we could not find 

any estimate of the total invested solely on the Old Continent. 

 

2. A difficult categorisation of activities 

In its 2014 SRI study, the Eurosif divided Impact Investing into two categories: 

“Social Integration” (including access to housing, health, education, finance and 

microfinance, personal care or employment) and “Sustainability-related Projects” (production 

of and access to renewable energies, food, water, and sustainable agriculture), the second 

category being “heavily focused on developing markets” (Eurosif, 2014). Microfinance alone 

represents about 55% of the total, and is also often addressing challenges of the developing 

world. On the contrary, the most common themes addressed by funds operating within 

Europe are access to affordable housing, education and social exclusion, health and personal 

care, and also renewable energies (as shown by our database presented in section III/A p.50). 

 Looking at the national level, Impact Investing is more developed in some countries 

than in others, notably: the Netherlands (€ 8.8 billion), Switzerland (€ 4.2 bn), Italy (€ 2 bn), 

the UK (€ 1.4 bn, but “likely to be underestimated”), Germany (€ 1.4 bn), Sweden (€ 1 bn) 

and France (€1 bn) (Eurosif, 2014). Those seven countries represented 98% of the total 

European market in 2013, although the Eurosif acknowledges that the study could not capture 

all impact investments in every country because of the lack of data. As noted by 

academicians, Impact Investing can take different shapes and focus depending on the national 

culture, legal system and economic structure. This makes estimating the size of the market 
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and breaking it down into categories quite approximate, a weakness that the Eurosif does 

acknowledge and tries to overcome in every SRI study (Eurosif, 2012, 2014 and 2016).  

Finally, another difficulty in assessing the size of the market is that it is very broad 

and comprises various types of asset classes, methodologies, and a large number of small 

independent actors (Eurosif, 2012), but also various types of investors and impact themes 

(Copp, Kent & Spence, 2016). Impact Investing can range from capital venture, to loans, 

social impact bonds or private equity. A single fund might be investing in a wide range of 

social and/or environmental themes, might decide to target entrepreneurs or innovators, 

choose to remain geographically concentrated or not, and investments might be more or less 

risky depending on the investors’ inclination (Trelstad, 2016). This diversity of situations in 

Impact Investing makes it hard for academicians and practitioners alike to define the funds’ 

activities and estimate the total value of the market they operate in. 

 

3. A wide range of actors  

As mentioned above, the Impact Investing sector forms an “ecosystem” of various 

stakeholders. The Social Impact Investing Taskforce proposes the following overview: 
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Source: “Impact Investment: The Invisible Heart of Markets”, p.3 (SII Taskforce, 2014) 

 

In this representation, each line is not exclusive, various actors on both the supply and 

demand sides using various forms of financing depending on the circumstances of the 

investment. This tables gives a good visualisation of how diverse the Impact Investing 

industry is.  

 As for the investors themselves, they are generally risk averse (Klughardt, 2016 and 

Eurosif, 2016), and seek social or environmental impact along long-term and sustainable 

financial returns (Eurosif, 2012). For now, the market is mainly attracting High Net Worth 

Individuals (HNWI), notably for the low risk and long-term returns, and foundations, which 

are inherently willing to make a concession on financial returns. However, no exact data is 

available on the share of each type of investor (Eurosif, 2014). Institutional investors, notably 

insurers and pensions, are increasingly taking interest in the market: pension funds such as 

PGGM in the Netherlands, KLP in Norway and PKA in Denmark, and insurers such as Axa 

Table 2 The Social Impact Investment Ecosystem 
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Group and Aviva in France, and Legal & General in the UK, have recently included Impact 

Investing in their operations. 

 Finally, a table is presented in Appendix 2 p.81 with a list of leading international and 

pan-European institutions, fostering networking, research on and promotion of Impact 

Investing. These are the organisations from which we could gather knowledge on the 

industry, and they will be cited all through the project.  

 

B. Pertinence of the topic and the research questions 

This second section will show the importance of our study. We will thus present a 

general literature review (section a below), followed by arguments on how we hope to 

contribute to existing research with this project (section b p.24). 

a. General Literature Review  

This examination of the literature will focus on three themes that had the strongest 

occurrence during the initial research phase, while also remaining generic enough to serve as 

an overview of the state of research on Impact Investing. First, we will focus on the need for 

action in Europe (section 1 below). Second, we will investigate scepticism about Impact 

Investing and its promises (section 2 p.22). And third, we will present an outlook of the 

research on impact measurement to date (section 3 p.23). 

 

1. Pressing social needs and an urgent cry for action in Europe 

What is striking when researching about Impact Investing is the widespread argument 

that European governments are failing to answer pressing social needs, and that Impact 

Investing should come as a solution to this failure. The literature on Impact Investing is 

characterised by heavy enthusiasm. 
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In their position paper on Impact Investing in mature economies, Casalini, Caselli and 

Vecchi argue that the economic crisis and the emphasis on security against terrorism in 

Europe have placed constraints on budgets usually allocated to social policies, thus “creating 

an unmet social demand” (Casalini, Caselli & Vecchi, 2016).  

The Impact in Motion think tank and the Ananda Social Venture Fund (SVF), 

investing for impact in several European countries, have published a series of reports aiming 

at sharing knowledge and fostering Impact Investing within Europe. Each report has a 

thematic approach (long-term unemployment, ageing, real estate and education) and starts by 

exploring the issues at hand in each of these sectors. For example, one report points out that 

about 3.2 million people are long-term unemployed in France, Germany, Switzerland, and the 

UK, while the average spent on labour market policies tackling this issue is only 0.6% of 

GDP. The reports also point out that social issues nowadays are rooted in deep structural 

problems varying from one country to the other (Petrick, 2013). Impact Investing, the author 

argues, could thus be a great opportunity to come up with adapted and flexible market 

solutions.  

Going further, the Social Impact Investment Taskforce urges governments to offer 

more transparency on the cost of addressing the most pressing social issues. The authors 

argue that this will help investors and entrepreneurs identify where opportunities exist “to do 

better”. They thus use the example of the UK which released data on the cost of 640 “priority 

social issues”: £64,819 is the average cost per year for a child taken into care, £10,025 the 

Job Seekers Allowance per year, £21,268 the average of a first-time entrant to the criminal 

justice system, and finally £28,132 as the yearly cost of residential care for elderly (UK 

Government in Social Impact Investment Taskforce, 2014).  

As a concluding remark, it is important to note that Impact Investing comes as a 

market alternative to the welfare state, solving social and environmental issues that could not 

entirely be addressed by governments themselves, but that it is not to be taken as the one and 
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only existing market solution to tackle social challenges. Indeed, as the Eurosif reminds its 

readers, the social economy is extremely advanced in Europe, with co-operatives, social 

banks, mutual aid societies, and many other kinds of organisations (Eurosif, 2014). 

 

2. Is Impact Investing the solution? 

Although we noted a great enthusiasm for Impact Investing among many authors, we 

also did find a few sceptics. This scepticism comes notably from the confusion around what 

Impact Investing is and is not, and when we can say that it “works” (Starr, 2012). Kevin Starr 

(director of the Mulago Foundation and the Rainer Arnhold Fellows Program), writing in the 

Stanford Social Innovation Review, thus argues that Impact Investing might do more harm 

than good if it is not applied in the right way, notably because there are very few real 

solutions to fundamental needs in the developing world that will bring a financial return 

immediately. Notably, he shares experiences of seeing investors shifting away from the 

original target population (the poorest) so as to ensure a better return on their investments. In 

microfinance, as well, there has been many cases of banks’ motivation being more about 

profit than about ending poverty (Morduch, 2011). However, the dichotomy observed in 

many complaints about Impact Investing, in which investors could only want high financial 

returns, or give up on returns entirely, is wrong. The reality is much more nuanced, as 

mentioned before in our introductory section (p.10). 

The critique about Impact Investing also comes from the fact that traditional business 

models are not applicable where the market has failed along with its government (Hattendorf, 

2012). In other words, in very poor countries, Impact Investing is pushing organisations away 

from grants and donations which they would absolutely need at an early stage, or even later 

on if they can never be financially self-sustainable. However, in developed countries, we 

believe that there are better chances of creating viable business models financed by Impact 

Investing, where the market structures have not failed yet. 
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In conclusion, most Impact Investing sceptics argue that one must combine subsidies 

and private equity and know when each is more suitable, meaning that Impact Investing is not 

to be seen as the ultimate solution to ending poverty and social issues, but rather as an 

alternative way, valid in some cases. Finally, our readers should bear in mind that Impact 

Investing is still a very young industry, and that conclusions should not be drawn without a 

careful observation of results over several years, at a great scale (Warren, 2012). This brings 

us to now look at the issues regarding the measurement of impact.  

 

3. The difficulty of measuring impact 

The Impact Investing industry being quite young, there exists amongst practitioners 

and academicians a strong desire to improve its practices and enhance its development. They 

all stress the variety of methods and how it keeps the sector from becoming mainstream 

(Flynn & Young, 2016, Galimidi & Olsen, 2008, and Social Impact Investment Taskforce, 

2014). Indeed, the lack of consistency and of a standard approach means that comparisons (to 

guide future investment decisions) are not easy and that “success” is relative to the 

organisation assessing its own performance. Also, as pointed out before (p.14), the industry 

needs accurate measurement in order to gain credibility. 

Additionally, there is a risk of focusing on quantifiable results rather than on the 

quality of the activity that is being carried out (Brest & Born, 2013). Moreover, impact 

measurement is commonly thought to require time and extensive resources (Monitor 360, 

2016, and Florman et al, 2016), and it indeed does, notably because of the counterfactual 

issue (Galimidi & Olsen, 2008), but also because a meaningful measure of impact must take 

into account numerous actors, as well as quantitative and qualitative outcomes.  

Whilst practitioners and researchers centre their attention on assessing the direct 

impact of single investments, little attention is given to broader studies. One of the only 

mentions of an interest in the wider impact is that of an “External Rate of Return”, which 
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would look at induced effects using multipliers (Florman et al, 2016). For our research, a key 

finding is that impact can take many shapes and is extremely pervasive. Grasping the totality 

of impact thus represents a challenge, especially when looking beyond the direct impact. We 

will address this issue in our framework in section II/B p.34. 

Finally, the Social Impact Investment Taskforce identifies three “emerging 

developments” which, according to the authors, will shape the future of impact measurement: 

“market convergence” (between Impact Investing and traditional capital markets), “financial 

quantification” (looking at quantifying the value of impact), and “external impact” (looking 

at the impact on the society). This last point shows that our objective, which is to measure 

impact at a regional level, is right-on with what is thought to be a future major concern for 

research in this field.  

 

b. Contribution to existing knowledge 

The literature review has helped us identify current trends driving Impact Investing, 

as well as gaps in the research. To summarise, several arguments are thus bringing us to 

emphasise the importance of our project: 1) Europe needs a global and flexible solution to 

current social and environmental challenges, with a proven efficiency and legitimacy; 2) the 

research on impact measurement is still limited and is a major concern for practitioners, as 

improving assessment methods will greatly increase the credibility for all stakeholders in this 

field; 3) the broad impact of Impact Investing has not been observed yet, and our research 

will thus add a new dimension to the debate on impact measurement, 4) a large part of the 

literature in Impact Investing focuses on the developing world, while we would like to bring 

focus on the practice in developed countries, where it might have the potential to complement 

policies on regional development. 
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C. Choice of Methodology 

The choice of methodology is based on the types of information needed to solve the 

research questions in four steps. The original idea behind this Final Management Project was 

to build a framework to measure the regional impact of investments, and then to work 

directly with funds in order to gather data and apply it in our framework. However, as the 

research went on, the process had to be adapted as we could not collect sufficient detailed 

data.  

In this paper, we first conduct secondary research on economic theories and concepts 

(section a below); second, we develop our framework based on this secondary research and 

on interviews conducted with Impact Investing practitioners (section b p.26); third, we make 

an attempt at applying real data to our framework (section c p.26), by contacting several 

funds and applying the collected data to our approach; and fourth, we expand our 

investigation and conduct another secondary research on the potential of Impact Investing in 

Europe, so as to palliate the lack of results due to insufficient data in the preceding step 

(section d p.27).  

Our approach is thus both constructive and exploratory: while we use existing 

knowledge to form the basis of our research, we tentatively delve into a topic on which there 

exists no literature to date.  

 

a. Secondary research and analysis of contents 

The first step of our study is mainly theoretical, and based on secondary data in the 

form of readings on economic concepts and measurement models. This is aiming at 

understanding regional impact (what are the key factors, actors and causalities?), and also at 

exploring various methods used to estimate or measure these outcomes. Those models are 

notably looking at policy evaluation, but also at the consequences of important private 
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investments in a given area (for example, the opening of a new factory). As will be developed 

in section II/A p.28, the difficulty here is mainly to deal with the complexity of those models, 

which are often run by teams of experienced statisticians and economists, equipped with 

software and extensive data.  

 

b. Framework development  

Nevertheless, the second step, detailed through the section II/B p.34, is then to 

combine some aspects of these models, along with simpler measurement processes currently 

in use in the Impact Investing sphere. The proposed framework is established in several 

stages, so as to grasp the totality of impact, to put it into perspective with the European 

context, and finally to assess its validity. As it is to be expected with limited time and 

resources, our framework is not optimal, and weaknesses will be acknowledged in section 

II/B/d p.49. It can however serve as a basis for further research on the topic. 

 

c. Primary research and tentative framework demonstration  

Thereafter, we make an attempt at applying real data, gathered from secondary and 

primary research (section III p.50). In this third step, we first identify Impact Investing funds 

targeting Europe and qualifying for our study (satisfying certain criteria, for example with 

enough investments over a period of more than just two or three years). The full methodology 

used to establish a database of such funds will be detailed in section III/A p.50. We then get 

in touch with some of these funds, gather their impact data (notably with annual impact 

reports) and conduct interviews (which will also be used for the last step of our research). 

The people interviewed are presented in Appendix 3 p.83. Finally, we use the data to conduct 

a case study, applying the framework described in step one. It will become clear in the 



27 
 

following sections that the lack of adequate and more precise data is truly interfering with the 

accuracy and utility of our results. We will thus point out the limits of our study (section III/e 

p.61), and will then open the reflexion to palliate those limitations. 

 

d. Secondary and primary research exploring further questions 

The fourth step will thus be to look at the potential of Impact Investing for the EU’s 

regional development, but not by quantifying impact. Rather, we try, through secondary 

research and primary research (interviews), to understand how the market has evolved so far, 

how investors position themselves, and how the market is likely to develop in the near future. 

Thus, even if the numerical study presented in section III does not give a precise answer as to 

whether there is a significant impact, we give additional considerations regarding the 

industry’s potential.  
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II. Theoretical Analysis and 

construction of the framework 

In order to build our framework for measuring regional impact in the European 

context, we will first review the literature on economic theories and models regarding 

regional development, policy evaluations and multiplier effects (section A below). Drawing 

from this literature, as well as from some of the interviews conducted during this project, we 

will then propose a three-step framework with which we strive to answer our research 

question (section B p.34). 

 

A. Focused Literature Review 

This short literature review is designed to identify the main relevant models currently 

in use for studying regional impacts and development (notably policy evaluation). We will 

briefly describe theories we identified while conducting secondary research and which 

inspired the framework proposed in this paper. We will thus explain key takeaways, but also 

limitations and non-applicability, in certain aspects, for our study.  

Those models are centred on the concept of the multiplier effect (section a below). 

We can distinguish two major approaches using the concept of multiplier effects: regional 

input-output multipliers (section a/1 p.30), and macroeconomic multipliers, notably used by 

the European Union (section a/2 p.31). Finally, we will look further into other models used in 

regional development programs (section b p.33).  

a. The Multiplier Effect 

Several models are based on the idea of a multiplier effect, meaning that an event (for 

example, an investment or a change in policy) will affect the economy and the life of people 



29 
 

in several ways, as in a chain reaction, generating less and less value for the local community 

as the magnitude of the effects wears off, but subsequently creating a positive growth cycle.  

A multiplier effect is driven by demand, and is thought to be a “fundamental 

mechanism of local and regional development” (Domański & Gwosdz, 2010). There are two 

types of multiplier effects: one on the supply side, and the other on the income side, which 

will both generate different impacts, and which can occur simultaneously. Thus, in our study, 

when measuring impact, it is essential to look at the ecosystem around the funds and the 

investees (their suppliers, employees and clients/beneficiaries) and to understand how the 

investments are affecting them.  

All literature on the multiplier effect is mentioning the idea that there are different 

levels of effects, becoming weaker as time and distance from the event grow (Bureau of 

Economic Analysis, 2013, Domański & Gwosdz, 2010, and IMPLAN, 2016). It is from this 

idea that we earlier distinguished between direct, indirect and induced impacts (section 

I/A/b/2 p.12). Such models can also take into account the arrival of new actors in the local 

economy, attracted by a positive growth. Finally, the multiplier effect can also be used to 

understand linkages in an economy, thus guiding policy for what is left to improve in order to 

maximise positive effects (Domański & Gwosdz, 2010). 

However, such a study is extremely complex and requires extensive data on the 

industry where the event occurs, but also on the region, its inhabitants and its economic 

structure. Also, it cannot be gathered by one person alone, but would rather require a team 

and the use of a software to run the analyses. Moreover, the multiplier effect concept is 

focused on short-term effects (Domański & Gwosdz, 2010), and on an event taking place in 

one single industry. The model must thus constantly be adapted to local circumstances and to 

the sector studied, limiting its applicability for other cases. Also, it hardly accounts for the 

geographic spread of effects when suppliers or employees are located outside of the region 

being considered. All of this thus goes against the fact that Impact Investing funds generally 
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focus on more than one impact theme, and on more than one community, a varied portfolio 

being the key to higher returns and more credibility. Finally, the multiplier effect is a purely 

quantitative method which ignores qualitative aspects, whereas the quality of development is 

a key driver for impact investors. 

However, the multiplier is still interesting for us, and we will now explore two 

different applications of this concept. 

 

1. Application 1: Regional Input-Output Multipliers 

Putting the concept of a multiplier effect into practice, the Bureau of Economic 

Analysis of the U.S. Department of Commerce has developed “RIMS II”. This model studies 

the participation of an event to the creation of economic activity in an area (Bureau of 

Economic Analysis, 2013). According to the RIMS II guidebook, this model is a regional 

input-output multiplier, meaning that it is looking at the goods and services produced and 

used, and how these create impact. This impact can be expressed in four ways: output (sales), 

value added (GDP), earning, and employment. The model thus proposes to use matrices 

showing interactions between these various factors. For us, the takeaway from this reading is 

the depth with which the model can go into grasping all the detailed and multidirectional 

impacts of an event, but consequently this increases the complexity and reduces 

practicability.  

Then again, developers acknowledge that their model does not account for intangible 

benefits such as health and quality of life (Bureau of Economic Analysis, 2013). Also, they 

present a list of assumptions which limit the applicability of the model to Impact Investing. 

For example, the model assumes an industry is homogenous, meaning all actors use similar 

business models and processes. Impact Investing being considered as a niche, businesses are 

typically not using common ways of generating profit (and impact). Moreover, the model is 
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in fact proposing an estimation of what the effects could be, rather than an evaluation of the 

actual impact (Bureau of Economic Analysis, 2013). 

Finally, we can note that despite not being entirely adequate for impact measurement, 

Bridges Ventures, one of the major Impact Investing funds in the UK, uses the multiplier 

effect in order to understand the impact of its investments on spending, both from the 

suppliers’ side and from the employees’ side. This measure is however not the core of their 

impact assessment methodology. 

 

2. Application 2: Macroeconomic Multipliers in the European context 

For policy evaluation, the European Union uses a model called “QUEST” (QUEST III 

in its most recent version), developed by the Joint Research Centre of the European 

Commission. It is a DSGE model, commonly used by national (and international) banks and 

institutions worldwide and systematically adapted to local requirements. DSGE stands for 

Dynamic Stochastic General Equilibrium, in which “dynamic” means that conditions evolve 

over time, “stochastic” that “random shocks affect endogenous variables” (so as to better 

account for variations on prices, or economic crises, for example), and “general equilibrium” 

means that “all main macroeconomic variables of interest are endogenous and 

interdependent”, i.e. the model is based on interrelations between variables (DG ECFIN, 

2009).  

This model is fundamentally macroeconomic in that it assesses the main drivers for 

growth, but also for imbalances in an economy (European Commission, 2016). It is thus not 

suited for studying single investments, but rather for nation- or EU-wide policies (DG 

ECFIN, 2009). In order to give a fairly good representation of reality, the model starts with 

micro decision-making regarding utility and profit optimisation, and incorporates adjustments 

(such as frictions in labour, goods and financial markets). The model can also be calibrated 
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for various geographical scopes and various types of policies, meaning that there cannot be 

one model for all measurements, and that adaptation to each case is necessary. 

 A key takeaway for us is notably the importance of taking into consideration the 

economic environment and its evolution (and possible shocks) in order to study the impact of 

an event. It is also important to take into account numerous factors and imperfections in order 

for the model to be closer to reality. Another crucial aspect is that QUEST III uses a 

counterfactual evaluation, which is “designed to isolate the impact of funding by comparing 

recipients of support with a ‘control’ group which did not receive support” (European 

Commission, 2014, p.223). Although it is at the moment only used in 4% of the total 

evaluations for the European Regional Development Fund and the Cohesion Fund 

programmes, it is now enhanced by tighter public budgets and the necessity to maximise 

effectiveness. The difficulty, however, is that it is extremely difficult to implement, both for 

selecting a valid control group and collecting data. It is sometimes “simply not technically 

possible to carry out [such evaluations]” (European Commission, 2014, p.224). 

 Besides this limitation, using the model requires a software that can deal with 

complex variables and data. The EU uses Dynare, which is adaptable to the researchers’ 

requirements, but which necessitates advanced knowledge in mathematics and computer 

languages. Then again, we could not consider basing our study on this tool.  

 Moreover, DSGE models are often criticised for not accurately representing the 

reality of things (Chari, 2010). However, their purpose is exactly to be a simplification that 

must serve as a guide, hence one should not try to go too much into details and reduce 

understanding and utility (Chari, 2010). Finally, another weakness of DSGE models is that 

they have not been adopted by the private sector although they could actually provide very 

useful information to guide business decisions. Indeed, businesses deciding on their strategies 

do need to take policy and economic changes into account (Smith, 2014). It is thus suggested 

that DSGE models, such as QUEST III, have failed the test when it comes to usefulness and 
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practicability (Smith, 2014). It is thus for us interesting to consider using some of the 

components of these models for the use of private actors such as Impact Investing funds. 

 However, in order to find solutions to the limitations expressed above, we expanded the 

research to a few different approaches.  

b. Other peculiar ways of looking at regional development and 

investments 

A first interesting approach has been developed in the Twin Cities region (Minnesota, 

USA), where researchers have proposed a framework for measuring regional sustainable 

development (Cao et al., 2010). It is presented in three steps: first, researchers agree on a set 

of “principles” (goals that are not quantified); second, they select indicators which will help 

to assess those principles; and third, they identify the exact measures and sources for the data 

to be collected. It is thus somewhat similar to what The GIIN is proposing with its IRIS 

catalogue, through which funds can browse and from which they can choose metrics 

depending on their objectives. A key takeaway for our study is the simplification that such an 

approach offers, as it is relatively easy to identify priorities in what one’s wants to measure, 

and focus on what they believe is more significant. Moreover, it is a way of integrating more 

qualitative elements by first selecting principles for sustainable development. However, the 

Twin Cities approach is measuring sustainability and not impact, thus limiting the 

applicability of the chosen principles and indicators to our study. 

A group of authors from Finland, writing in the Management and Production 

Engineering Review, proposes a similar approach to assessing the impact of sustainable 

investments. Indeed, they believe it is crucial to find a common agreement on the objectives 

and how to measure them (Forss et al, 2016). Going further, they thus suggest to build a 

“common value system” among stakeholders, so as to enhance opportunities for collaboration 

between customers, partners, shareholders, etc. They propose to assess the value created for 
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each stakeholder by identifying what types of impact would be created for them, or in other 

words, what “value” means to them. This framework is thus guiding decisions by identifying 

the investments which will bring the most value to all categories of actors. 

Finally, another valuable approach is the Triple Bottom Line concept (also known as 

blended value or triple value adding). This encompasses the economic, environmental and 

social value of an investment, and is thus linked to the concept of sustainable economic 

development (Hammer and Pivo, 2015). Authors emphasise that a single activity can create 

value in those three ways simultaneously: an economic value, an environmental value, and a 

social value. Although this approach is not commonly used yet, and the authors do not 

propose a formal method to apply it, it is interesting to note the idea behind: there is more to 

development than merely economic factors. In other words, when looking at Impact 

Investing, we can consider it as a way of enhancing regional development beyond the 

creation of economic value. This is one of the ideas guiding the section IV p.63, exploring the 

potential of Impact Investing beyond the quantifiable impact.  

After setting down the theoretical foundations of our reflexion, we will now present our 

own framework, adapted to Impact Investing, in the next section.  

 

B. Proposition of a framework to measure impact at a 

regional level 

In this section, we present a three-step framework for measuring impact at a broad 

level, in the European context, and considering many of the aspects mentioned in the 

previous sections. The framework thus offers a structure to follow in order to grasp the 

totality of impact, guides the study and gives suggestions on where and how to collect data 

(mentioned in green italic format in our representation of the framework, Appendix 4 p.83). 

The three steps in this framework are what we think must be completed to thoroughly assess 

regional impact and the effectiveness of Impact Investing at the scale of Europe. 
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 The framework starts from the level of an Impact Investing fund, and observes the 

impact created by a portfolio of investments and disseminating further into society. It could 

be adapted to the study of several Impact Investing organisations concurrently, although this 

would greatly multiply the quantity of data to be gathered, especially if those organisations 

were to operate in various industries.  

 The structure, of which we offer a visual representation in the Appendix 4, Appendix 

5 and Appendix 6 (pages 83 to 85), goes as follows: a first step is used to understand the 

impact of investments, to grasp the diffusion of this impact and the interactions between 

actors (section a below); a second step to evaluate the significance of the impact in the 

European context, with some qualitative and quantitative considerations (section b p.42); and 

a third step to question the validity of the study (section c p.46). Finally, we will assess the 

limitations of our approach (section d p.49). 

a. Step 1: Understanding the impact of the investments 

This first step is designed to provide a better understanding of all the transactions or 

interactions that are consecutive of an investment. One could argue that these are not typical 

of Impact Investing, but rather that they could be true for any type of investment, and that is 

true. However, our objectives here are: 1) to provide an inclusive representation of impact 

and to understand its diffusion through a community, beyond direct recipients and 

beneficiaries; and 2) to show that the intensity of impact decreases when going further away 

from the initial investment. Overall, the representation is useful to grasp all the elements that 

constitute the total impact, and all the factors affecting it. Please refer to Appendix 4 p.83 

before reading the following paragraphs. We will first give a general description (section 1 

below), and then go over the direct (section 2 p.37), indirect (section 3 p.38) and induced 

impacts (section 4 p.39). 
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1. General overview 

Before going into details, we would like to point out that the idea of generating 

positive impact through business is itself a common thread throughout all these interactions. 

Thus, learning and awareness on Impact Investing will undoubtedly grow along with its 

practice, and this will in turn enhance future investments of the same type. It is however 

hardly quantifiable, although we could explore the idea of a “tipping point”, a concept 

traditionally applied to social sciences, marketing or the adoption of technological 

innovation, and identified by the Omidyar Network, a major worldwide Impact Investing 

organisation (Thorpe, 2016). However, as this is not the core of our study, it should for now 

rather remain a positive side-effect of successful investments and an enhancer for the industry 

as a whole.  

In our representation, elements that constitute an “impact” are written in purple. It is 

important to note that those will depend on the scope of the investments, the objectives of the 

investees, and some specific industry factors (such as the variation of employee spending 

after an increase in wages, etc.). Also, it is essential to gather both quantitative and qualitative 

data. Quantitative data will be presented in the form of metrics and measures, and collected 

by effectively tracking the activity at the level of the enterprises receiving the funds. 

Qualitative data, on the contrary, comes in literary form and can only be collected by actively 

seeking feedback from all stakeholders (in the form of surveys, interviews or focus groups), 

notably by trying to understand what value was created by the investment for each specific 

group of people (FORSS et al, 2016). 

 Finally, our representation shows that environmental factors can affect the overall size 

and effectiveness of the investments, and thus the intensity of impact, as they are 

determinants of the way economic activity unfolds in a country.  Those are: legislation, taxes, 

history (notably the development of social enterprises), culture, politics and ideology, public 

support, the economic situation, the intensity of globalisation, the general awareness on 
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Impact Investing, and finally some industry-specific factors (which will depend on the sectors 

targeted by each fund). These elements of the framework should be collected at the beginning 

of a study, as they will be crucial to understand the interactions and the level of impact in 

various areas. However, they will also be used directly in the third step of our framework so 

as to assess whether a fund is dependent on its environment to create impact (section c/1 

p.46).  

 

2. Direct Impact 

The direct impact brings us to observe the initiation of the investment: a direct 

transfer of funds, first from the investors to the Impact Investing organisation and second to 

the investees. Along with financing solutions, the fund can provide valuable expertise and 

push its investees to improve their business plans and practices. This is the first element of 

impact, which both stakeholders can observe directly in their daily activities as they develop 

their collaboration. 

Subsequently, there is an offer from the investees to their clients or beneficiaries, 

which is the second element of a direct impact. This can be in the form of goods or services, 

and will generally be below the average market price, or even free depending on the 

objectives and the business model. 

Other transactions represented in our chart, going backwards, do not constitute an 

impact, but are part of the normal course of operations. They will depend on the type of 

investments (are the investors expecting a return or making concessions? ; is it equity, a loan, 

a Social Impact Bond,… ?), and on the type of impact recorded (which should ultimately be 

reported back to the investors). 

A step further in measuring the direct impact would be for a third party to collect 

feedback from the investees on how much the fund has helped them in shaping a successful 

business model, or in improving management practices. By doing so, one could assess the 
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intangible contribution of a fund to the enterprises it finances. Similarly, the feedback and 

perceptions from the clients or beneficiaries should be collected, so as to understand how 

much the offer from an investee has impacted their personal lives, beyond the direct use of 

the product or service.   

 

3. Indirect impact 

Assessing the indirect impact means we must look a bit further, notably at the transfer 

of money and of other less tangible elements from the companies benefiting from the 

investments to their employees and suppliers. 

It might be considered as a direct impact if it is part of the scope of what the fund 

and/or its investees are trying to achieve. For example, The Freedom Bakery, funded by Big 

Society Capital in the UK, trains ex-offenders in prison and sells the bread they are making, 

thus helping them to return to employment in the future. There, the ex-offenders can be 

considered as direct “users” or beneficiaries of the firm’s activity, while they contribute to its 

production at the same time. Similarly, the sourcing of products among the local community 

might be a key component of a company’s targets for impact, and thus be considered a direct 

impact. 

On the contrary, when the goal of an enterprise is not directly related to its employees 

or suppliers, the impact that affects them is considered to be indirect. Indeed, although it 

might not be the investee’s priority, the investment will most likely bring additional wages 

for employees and spending to suppliers, and these stakeholders will in turn change their 

behaviour, either in spending, investing or saving (creating an induced impact). 

 Other indirect impacts include immediate competition with other enterprises. This is 

rarely assessed in the Impact Investing sphere and we have not come across a thorough 

research on the impact on competition (however we must take into consideration that such 

information, if collected, might be kept confidential by the funds). This kind of data could be 
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obtained by conducting market researches for each sector in which a fund invests. It is 

important to note that, regarding competition, it is likely that the impact will be negative, i.e. 

the investment will help create a more affordable alternative that might force other players in 

the same field to withdraw or take their prices down, if not benefiting from similar 

investments. The impact might however be positive in the sense that successful investments 

might attract other players in considering similar approaches to solving social or 

environmental issues, or to invest in the same area. 

 

4. Induced impact 

The induced impact is everything that affects the rest of the society, such as other 

local firms, retailers, and service providers, other Impact Investing funds, etc. The degree 

with which the impact will be concentrated in an area will depend on how open the local 

community is to external actors (regional, national, or foreign). Indeed, local businesses 

might be highly interdependent and supply each other, or they might collaborate with 

organisations from elsewhere. In the second case, the induced impact will most likely spread 

out quickly and thus rapidly loose its intensity, whereas if it stays within the local 

community, the positive synergies might be greater.  

Induced impact goes notably through spending, as employees and suppliers benefiting 

from new or additional revenues might choose to spend those in various ways (as mentioned 

earlier). If it is spent locally (for employees, in local shops and retailers, etc., and for 

suppliers in local workforce or their own local suppliers, …), impact will propagate 

throughout the close community. The same can be true for clients and beneficiaries who are 

likely to change their lifestyle and spending habits after receiving assistance from a social 

enterprise. For example, Homes for Good, funded in part by Impact Ventures UK, helps 

people at risk of becoming homeless or excluded, by providing them with affordable 

accommodation, carefully located in neighbourhoods where tenants will be able to rebuild 
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social connections and improve their personal situation. By helping tenants getting back on 

track with their lives, the social enterprise thus also impacts their future spending and life 

habits. 

Besides this, an estimation of the average additional spend for each €1 invested could 

be calculated, depending on the sector, the individuals’ habits and personal situations. 

Although complex and requiring extensive resources, that kind of information is still 

quantifiable. If possible, we would thus recommend to use the concept of a multiplier, as 

defined earlier in this project. Using this concept would help to understand how the impact is 

spreading through society, and thus assess part of its significance. In practice, it means 

applying factors (varying from one sector and region to the other), in order to understand the 

effects of those outcomes further away into society. Such multiplier factors are calculated by 

specific institutions worldwide, and can be made available to businesses as part of an external 

service, but requires extensive research, as well as access to non-aggregated data. We can 

note however that some organisations sometimes use this method as part of their impact 

measurement methodology. Bridges Ventures, for example, has worked with an external team 

to come up with a model using economic multiplying factors made available by the UK 

government (Prentice, 2016). In practice, however, they acknowledge that it is hard to know 

how accurate those factors are given their complexity (Prentice, 2016). They thus do not use 

these as a primary measure of impact. 

Besides this multiplying effect, there might also be an impact coming from 

competitors, as mentioned before, who may decide to increase or decrease their activity (i.e. 

their spending on wages and supplies, and their product offering) depending on the situation 

of the sector they operate in, and whether the investment in another company has brought 

significant shifts in market shares. A change in competition might thus affect local 

communities. 
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Looking beyond, we can also consider as an induced impact the exchange of 

knowledge and expertise that arise from the practice of Impact Investing itself, and that will 

in turn propagate the practice further. According to Luciano Balbo, founder and president of 

Oltre Venture, the first Impact Investing fund in Italy, sharing success stories is key to the 

further development of the sector (Balbo, 2016). Finally, successful investments might 

inspire investors to fund other similar organisations, and other Impact Investing funds to try 

and replicate similar cases, thus having a positive impact on whichever locality they might 

target. This last aspect of the induced impact is however purely based on perceptions and 

feelings, and can hardly be measured, as decisions from other actors in the sector might be 

dependent on many other factors. One could conduct interviews and surveys with investors to 

understand if the success of certain investments was key in committing additional funds to 

the sector. This might however not be worth the time and resources. We thus believe that this 

does not need to be actively measured while conducting such a study. Keeping this in mind, 

we can however make the hypothesis that the more a fund is engaged in sharing experience 

and in collaborating with international networks, the more it is contributing to the industry as 

a whole, thus having a global positive impact. 

To conclude on this first step, it is important to understand the decreasing intensity of 

impact. As we go further from the starting point (the investment), and from the geographical 

location of the organisation which receives funding, we expect the effects of this investment 

to wear off. The most significant impact happens right at the core of the investees’ activities. 

However, when looking at the indirect and even more at the induced impact, we can 

legitimately ask how big of a change this will bring in people’s economic habits, and whether 

it will be the same for everyone. In other words, are employees, suppliers and competitors 

going to spend more, where, and for what? Whatever way they choose, it will have a 

subsequent impact for local shops and retailers, providing that the money is being used in the 

same area. If not, the impact of the investment might transfer to another neighbouring region. 
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Going even further, additional spending will bring revenues also to the state in the form of 

taxes. This revenue might be reinvested in the future. In practice, it is difficult to grasp the 

impact as it disseminates in the local communities. Adding this up for an entire portfolio (all 

beneficiaries, employees, suppliers, and other stakeholders affected), we understand the 

necessity of using a representation and simplification of the total impact. In our next step, we 

propose to evaluate its significance.  

b. Step 2: Evaluating the significance of the impact 

This second step (please refers to Appendix 5 p.84) will bring us to take a selective 

approach to the data gathered by choosing specific goals and principles (section 1 below) and 

then to put the results into perspective with European targets (section 2 p.44). 

 

1. Looking at the “total” impact 

Although the first step of our framework forces us to look at impact in a very 

comprehensive manner, we recognize that we can hardly expect to capture every little 

increase in value in every area of the society, as impact goes in many directions. We thus 

propose to look at the total impact by then selecting what is most relevant depending on the 

situation. For further studies of this type, we would suggest to use the first step of our 

framework in order to understand which areas can be explored to find the most meaningful 

data, and then to make a choice of what will be relevant. For example, social enterprises 

might rarely need external supplies in substantial amounts, thus limiting the need for us to 

collect data on suppliers. Similarly, an enterprise might create only a small number of jobs 

which might be temporary, or might rely mainly on volunteers to run its activities, in which 

case the study would not require us to collect data on employees and their spending habits. 

 Would the study be conducted in collaboration with an Impact Investing organisation, 

we would suggest to agree on a set of principles and targets, both in quantitative and 
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qualitative terms (as this is the case in the Bridges Ventures methodology), that will guide the 

impact assessment. For example, instead of looking at the total number of jobs created, it 

would be more meaningful and informative to understand if those are qualified and / or long-

term jobs. From there, an organisation can see where there is room for improvement. 

Similarly, the EIF is currently exploring the idea of a “yield metric”, evaluating the delivered 

impact against the estimated impact (Prentice, 2016). Unfortunately, we could not find any 

publicly available information on this concept. It is however interesting to see that research 

and practice are evolving in this direction. 

 Besides this, to add value to our approach, we find it essential to assess both positive 

and negative impacts, notably when it comes to competition. For now, all Impact Investing 

funds that we looked at during our research seem to have a partial approach in which they 

only look at the positive outcomes of their investments, and overlook other side-effects. 

However, once more the methodology set up by Bridges Ventures seems more advanced, as 

they try to assess whether their investment “displaces other societal benefits” (Bridges 

Ventures, 2015, p.11), although they do not publish any data on this specific matter. We 

could thus look at the “displacement” phenomenon, used notably in policy evaluation 

(Optimal Economics and TNS Research International, 2012). The concept deals with the 

situation in which additional economic activity results in reduced activities elsewhere. 

Although economic research is not very advanced on those matters, academicians generally 

recommend to assess this phenomenon using surveys. By applying the same concept to 

Impact Investing, we could greatly add meaning to regional impact measurement by 

assessing the effects on each specific market the organisations operate in.  

 Once all the data has been gathered and that the researchers have started making sense 

of it, we can look at those results from the European perspective. 
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2. The EU perspective 

Regarding the assessment of the contribution to the EU’s regional development, we 

propose a twofold approach, based on the EU’s perspective on cohesion policy and impact 

evaluation. As the EU’s policy-making has a certain influence on national policies and 

priorities among all member states (although with some adaptations to local circumstances), 

and that it is the main decisional body on the continent, we believe this is a logical approach 

to studying Impact Investing in Europe. Indeed, the EU’s funds work on the basis of a seven-

year plan, renewing objectives and targets regularly. In 2014, the Sixth Cohesion Policy 

Report was published and presented the results for the period 2007-2013 as well as the 

chosen approach for 2014-2020, with specific targets and priorities which were then 

translated into national goals by each member state (European Commission, 2014).  

As shown in our representation, our suggested approach comprises both qualitative 

and quantitative aspects. On the one hand (represented on the left side of our chart), we 

would suggest to assess the qualitative impact by matching a fund’s investment themes with 

the priorities identified by the EU. By doing so, we could assess whether Impact Investing 

organisations’ aims (and achievements) are aligned with the EU’s and vice versa, thereafter 

enabling a better alignment of resources, anchored into the reality of the market and of the 

needs of the population. The EU’s priorities for the current period (2014-2020) are: 

promoting employment, education and social inclusion; strengthening Research & 

Development (R&D) and innovation (notably start-ups); tackling climate change and 

promoting energy sustainability; and building network infrastructure (transportation and 

communication). Although these are broad priorities, they are broken down into more 

specific objectives (for example, reducing the share of early school leavers, increasing the 

number of people reaching the third level of education, etc.). As acknowledged in its 2014 

report, the European Commission did not have very specific goals for the previous period 

(2007-2013). The objectives were: “Convergence”, “Regional Competitiveness and 
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Employment”, and “European Territorial Cooperation”, without any formal numerical target 

(European Commission, 2016). We will see further on that this presents a major issue for us 

to apply the framework for investments made during that period. It remains however valid for 

future evaluations. 

On the other hand (on the right side of our chart), we propose to put quantified data 

into perspective with targets derived from the EU’s Cohesion Policy. These targets (linked to 

the priorities identified by the European Commission) are adapted by each country at a 

national level, and can be broken down into regional targets where applicable. We will not 

include in this work the complete breakdown of thematic targets per country for the 2014-

2020 period, as it is a very large table (it is available on the European Commission’s 

website). We can note however that some countries, notably the UK, have decided to follow 

the EU’s priorities only partially. This lack of uniformity in policy implementation might also 

hinder further research, depending on the sector and country. Nevertheless, from the data 

collected in the first step of our framework, we could choose to identify key principles (or 

targets) and indicators of impact (along with appropriate measures and data sources) and 

compare those with the EU’s quantitative goals. We could thus look at the situation at the 

time of the investments for the selected indicators, compare it with the current situation to 

assess the progress, and finally see how the investments perform with regards to the EU 

targets. It is important to note that the data should be put into perspective with a similar level 

of numerical goals. For example, if the study is concentrated on a single fund, one should use 

as reference the targets established at the national level, and even at the regional level if there 

are any. Only in the case of an aggregated study of several funds across Europe could we 

compare the data directly with EU-level targets.  

 In applying both the quantitative and the qualitative comparison, we could evaluate 

the significance of the impact generated by one or several Impact Investing organisation, and 

by multiplying the study, we could assess the potential of Impact Investing in Europe. By 
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using this approach systematically, we could also encourage funds to develop a plan of action 

based on pre-set targets and objectives, thus generating more meaningful impact. We could 

finally also identify areas of improvement and sectors that are less attractive to impact 

investors and which would require more public support. Once established, this framework 

could thus provide interesting support for European policy-makers and Impact Investing 

practitioners alike, and give a strong drive to achieving European regional development. We 

must however, in our final step, assess the validity of the framework. 

c. Step 3: Assessing the validity of the study 

In this third step (please refer to Appendix 6 p.85), we will first look at the context of 

the investment (section 1 below) and then at the counterfactual issue (section 2 p.47). 

 

1. Would it have happened in a different context? 

In order to assess the validity of our study, we first propose to evaluate the 

environment surrounding the investments. This will be based on environmental factors 

identified in step one. Indeed, legislation, politics, national culture or awareness on Impact 

Investing, as well as many other factors, can greatly influence the way investments are 

conducted and the subsequent impact they will generate. What we would like to assess, in 

this way, is: 1) is the organisation’s success partly depending on external factors? and 2) what 

could we improve to further support the development of success stories in Impact Investing? 

Such information should be retrieved by conducting interviews with Impact Investing 

organisations, and by conducting research on the national and local circumstances regarding 

social and environmental investments as well as on the general economic and political 

context. 

By answering the first question, we start looking at the counterfactual issue and 

whether the positive impact observed could have happened anyway. And as for the second 
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question, the answer would be useful for policy-makers and practitioners to better understand 

the weaknesses and areas of improvement in Impact Investing at the level of their region or 

country. At the European level, it is also crucial to ask those questions in order to assess the 

differences between countries. For example, Impact Investing receives great governmental 

support in the UK, and is the result of small and medium-sized funds’ activity. In the 

Netherlands, the volume invested is high, but is due to one single pension fund, while in other 

countries the presence of actors on the market is still very limited. Understanding the reasons 

behind those discrepancies is essential in supporting and promoting Impact Investing in other 

countries. 

Although answering those two initial questions can help in understanding the context 

of the investments, we must now make an attempt at solving the counterfactual issue. 

 

2. Would it have happened anyway? Solving the counterfactual issue 

There is, to date, no ideal solution to the counterfactual issue. We propose however to 

explore two methods currently in use, with their pros and cons.  

A first way of conducting the counterfactual evaluation, as explained in section 

I/A/b/3 p.14), is to use statistical methods, generally employed in social sciences and policy 

evaluation. In practice, however, it is difficult to implement, and Impact Investing funds do 

not tend to spend resources on such complex research. Moreover, since we are looking at 

impact in a very comprehensive manner, we would actually need to carry out separated 

statistical analyses for each type of impact (which varies from on sector to the other, and 

depends on the organisation’s aim). Thus, we do not recommend the use of statistical 

evaluation for large studies. Theoretically, it however remains a valid approach.  

 A second method that can be used for the counterfactual problem is to think it terms 

of “additionality”. As mentioned before, it is the method established by Bridges Ventures in 

2013 to better understand the qualitative aspects of their impact, and to make their 
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measurement scheme more informative for their business and their investors (Prentice, 2016). 

The idea is to subjectively assess the extent to which the fund contributed to bringing capital 

in and create actual outcomes (notably in terms of strategy and non-financial support for the 

investees). This evaluation is thus based on what the organisation observed while working 

with the investees and supporting the development or improvement of their activities. By 

doing so, a fund can assess whether the positive impact recorded would have happened 

without its investment. In their newest publication, in partnership with Skopos Impact Fund, 

Bridges Ventures proposes to call this “value-added”, in order to bring focus on what the 

Impact Investing fund brought that a traditional investor could not have.  

We could extend this approach to employees and suppliers by conducting surveys or 

focus groups in order to understand the perception of individuals regarding the value added 

by the investment. Thus, we could use this method to solve the counterfactual issue at all 

levels of impact. It is interesting for us as it is a way to assess whether or not investments do 

contribute to making a positive impact beyond the quantitative result. The only downside of 

this alternative is that the findings are highly subjective, and could only be confirmed if the 

evaluation were unbiased (conducted by a third party) and if the quantity of positive (or 

negative) perceptions were substantial enough to reach any conclusion. 

 By using this alternative to a complex statistical evaluation, we thus overcome the 

counterfactual issue, and can effectively assess whether a fund had an actual weight into the 

outcomes observed in the previous steps of our framework.  

In order to conclude on our framework, we will now look at the weaknesses and 

utility of our approach. 

 

 



49 
 

d. Practicability, Scalability, and Limitations  

As we present an attempt to apply real data to this framework in our next section 

(p.50), we will find out that it is for now almost impossible to gather sufficient data on 

Impact Investing, notably with limited time and resources. Thus, we consider that our 

framework has a limited practicability. Indeed, there is no standard approach to impact 

measurement among Impact Investing funds, because there exists barely any convention, and 

because there can be such a wide variety of themes and sectors targeted. However, we do 

believe that as research and practice go on, the industry will come to a better understanding 

of what impact is and of how to evaluate it. 

Thus, although we do not advocate for the use of a standardised method and 

understand that the measurement of impact is more meaningful if adapted to what each 

organisation is trying to achieve in specific sectors, we do believe however that the present 

framework can be replicated, in the sense that we propose an approach which can fit with any 

type of activity. Data might not systematically be available, but the comprehensive approach 

that we promote should be, in our opinion, the aim of practitioners and policy-makers who try 

to understand the contribution of Impact Investing to regional development. Moreover, if the 

case at hand does not generate significant impact, our approach could help understanding 

why and improving future strategic decisions.  

Regarding the scalability of the study, we firmly believe that this framework can be 

an interesting tool. If a team were dedicated to measuring the impact created by several funds 

in a given region or focused on a given theme, they could gather sufficient resources to 

collect meaningful data and conduct in depth analyses on the various levels of impact. The 

approach would likely lose practicability, and increase in complexity, but that is hardly 

avoidable when dealing with large scale studies. 

 We will now make an attempt at applying real data to this framework, using the case 

of Bridges Ventures, in order to validate (or refute) our approach.  
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III. Case Study 

The purpose of this case study is to apply real data to the framework we proposed in 

the previous chapter. The underlying goal is thus to assess the impact of selected investments, 

and simultaneously to evaluate the validity of our approach.  

A first challenge is to select the case which we will analyse, and we will explain how 

we gathered information on European Impact Investing funds and how we finally decided on 

the case of Bridges Ventures, a major organisation in the UK (section A below).  

The second challenge is then to effectively collect sufficient data and to find the best 

way to use it, while addressing some practical limitations to our approach (section B p.53). 

 

A. Data collection 

In this section, we will explain how we chose to study Bridges Ventures’ impact. The 

selection process for this case study was a three-step procedure, first to understand which 

funds were operating on the continent (section a below), then to select relevant cases (section 

b p.51), and finally to choose the fund that would suit our requirements for this study (section 

c p.51). 

a. Which are the Impact Investing organisations in Europe? 

First, we needed a comprehensive database of Impact Investing funds operating in 

Europe. The only reliable database that we know of is the Impact Base platform operated by 

the GIIN. This database, made of investors and funds registered on the system, is 

unfortunately not available to non-practitioners. Although we did make an attempt and 

contacted the Impact Base moderators, we could not be granted access. We thus decided to 

build our own database of Europe-based institutions. To do so, we used two lists of 

participants to large scale surveys: the 2014 Eurosif European SRI Study, and the 2016 
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Annual Impact Investors Survey from the GIIN. We completed this list with some institutions 

registered on the Impact Space website, another international network for Impact Investing. 

In total, we came up with some 400 organisations that could potentially be of interest for us.  

b. Selecting relevant cases 

In order to select our case study, we then had to investigate on each of the 400 

organisations’ websites to find out where they were investing and whether it could be 

qualified as Impact Investing. This was a major difficulty in building the database, as the line 

between SRI and Impact Investing is often blurry, and the websites are not always very 

informative (or written in a language we could not read). Given the size of the database and 

the limited time that we had, we decided however to exclude all institutions for which we had 

doubts. It also turned out that many of the 400 institutions were either not located in Europe, 

or not focused on European countries. 

 After eliminating most of the organisations for the reasons mentioned above, we 

reached a total number of 91 Impact Investing funds that could potentially qualify. Out of the 

91, we then had to understand which of those were formally measuring their impact. Indeed, 

having limited time and resources, we decided to use data that had already been collected. 

We were also concerned that very small institutions would not provide sufficient data for 

such a study, and that extremely large institutions for which Impact Investing was only a 

small portion of their portfolio would also not be adapted. 

c. Making the final selection 

The final list was comprised of 12 investment funds, 7 of which had a national focus 

(in France, Germany, the UK or Italy), and the 5 others a European approach or multinational 

focus (comprising the three countries mentioned before plus Spain, Austria, Poland and 

Romania). We contacted all of them via email and received three positive answers: Voigt & 
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Collegen, Bridges Ventures UK, and Oltre Venture (Appendix 3 p.83). We organised 

interviews with each of these. We also received two negative answers from institutions who 

did not wish to participate, and no answer from the other seven potential cases, even after 

following up.  

 Between the three funds which were willing to answer our questions, Oltre Venture 

was not gathering impact at a fund level (Balbo, 2016), Voigt & Collegen only provided 

estimates (Klughardt, 2016), and Bridges Ventures was the only one formally and publicly 

reporting on impact (Prentice, 2016). All three interviews brought very different insights on 

the practice of Impact Investing and impact measurement. Although the answers from Mr. 

Balbo and Mr. Klughardt are extremely valuable for the rest of our project, we decided to use 

the case of Bridges Ventures for our framework, simply because this was the only 

organisation from which we could get substantial data. However, detailed data could not be 

accessed for confidentiality reasons (Prentice, 2016), and we will show that this greatly limits 

the utility of this study. 

 Despite this issue, this approach was, in our opinion, the most suitable to fulfil the 

aims of our project. Indeed, we could have contacted a very large number of funds, but 

handling such a large amount of impact data would have been extremely difficult. Moreover, 

it is crucial for us to have high-quality data, which we could not have systematically collected 

if the funds were not themselves reporting on impact with a well-established methodology. 

We recognise however that this approach shows one of the main weaknesses of our project, 

in that there is to date no sufficient data in the field of Impact Investing to conduct our study 

on a very large scale without collecting it by ourselves. 
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B. Tentative application  

We will know try to apply the data to our framework and see if conclusions can be 

drawn from our approach. We will first briefly present the Bridges Ventures (section a 

below), and will then go through the three steps of our framework (sections b p.54, c p.56 and 

d p.59). Finally, we will conclude with some remarks on the results (section e p.61). 

a. About Bridges Ventures 

Bridges Ventures (short “Bridges”) was established in 2002 with the aim of offering 

opportunities for investors to generate financial returns while at the same time helping 

tackling the most pressing social and environmental challenges in the UK. It operates through 

three types of funds: Sustainable Growth Funds (with its third fundraise closed in October 

2013), Property Funds (including the Sustainable Property Fund, the Care Places Fund, and 

the Property Alternatives Fund completing its fourth fundraise at the moment), and Social 

Sector Funds (including the Social Entrepreneurs Fund and the Social Impact Bond Fund).  

In total, Bridges has raised approximately £ 800 million since its creation, with 

currently more than 50 enterprises in its portfolio, and about 20 successful exits (Bridges 

Ventures, 2016). Investments range from £ 300 thousand to £ 20 million. Although Bridges 

sometimes co-invests, it always has the majority share (Prentice, 2016).  

Bridges first impact report dates back to 2011, and there was no formal publication on 

impact measurement before that year (Prentice, 2016). They also reviewed their measurement 

method in 2013 (Bridges Ventures, 2014), and notably emphasised the importance of 

“qualifying” the impact and comparing it to pre-set targets. We will thus use their most recent 

impact report, published in 2016 for the year 2015, as well as some information from their 

website, as those are the most recent sources. However, we do not know when Bridges 

formerly started to measure impact.  
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 Finally, we also built a database of the entire portfolio of Bridges based on the 

information displayed on their website. We thus collected the impact themes and dates of 

investment in order to better understand the timeline of Bridges’ operations. We will notably 

use this information when trying to applying the framework, and present some relevant 

extracts on page 58.  

b. Step 1: Understanding the impact of the investments 

 Although we previously acknowledged that we could not get access to detailed data, 

we will however show here how the framework could be applied to the case of Bridges 

Ventures, and notably how we can classify the various information already collected by the 

organisation. We will thus look at their impact and how far it spreads into society, by 

differentiating the direct, indirect, and induced levels. The environmental factors will be 

presented in section d p.59. 

 Direct Impact 

As shown in our example in Appendix 7 p.86, Bridges Ventures has developed a 

thorough method for measuring the performance of their core activities. Quantitative metrics 

are as much as possible characterized with a qualitative element (for example, the quality of 

residential care, or the type of person gaining qualifications, etc.). Their website and annual 

impact reports also disclose information on how the fund engages with its investees, thus also 

generating intangible impact. Thus, the data regarding direct impact is rather complete and 

informative (please refer to the appendix for further details).  

The primary relationship between the investors and Bridges is the fundraising. 

Although investors could hypothetically have a strong voice into what kind of investments 

are conducted, it appears that for now, they do not align with management on specific goals 

(Prentice, 2016), although the concept of Impact Investing must be observed at all times. 
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Then, regarding the impact of Bridges on its investees, they do not share the result of 

their assessment and we can unfortunately only make suppositions from their approach. 

Bridges is very engaged with the organisations in its portfolio, and notably brings them to 

implement their strategies with an “impact lens” (Bridges Ventures, 2016). Each enterprise 

will thus be generating impact consciously and report on the outcomes of their activities. 

Bridges also provides operational support to build up or improve business models (Bridges 

Ventures, 2015 and 2016).  

Finally, regarding the impact on the investees’ clients and beneficiaries, it is organised 

into themes following the methodology used by Bridges Ventures: Health & Well-being, 

Educations & Skills, Sustainable Living and Underserved Areas. For each of them, Bridges 

has had an effective impact on thousands of people through their entire portfolio (please see 

Appendix 7 p.86 for more details). It is interesting to note that the fund focuses on 

underserved areas, meaning one person could potentially have directly or indirectly benefited 

from several investments conducted in the same region (with different impact themes).  

 Indirect Impact 

With regards to indirect impact, the data collected by Bridges is unfortunately very 

limited. The only exact measure available is the employment directly or indirectly supported 

by the fund (see Appendix 8 p.87). We have found no particular information on suppliers nor 

competitors, and more extensive research would be required in order to provide meaningful 

information, as pointed out previously. We also believe that Bridges measures the impact on 

employment as it is part of their objectives. It is thus considered more as a direct outcome 

rather than some indirect consequence of their investments. 

 Induced Impact 

When it comes to induced impact, we have found that Bridges includes a measure of 

additional spend for every £ 1 invested, based on the idea of the multiplier effect. We could 

however not have access to more details on what factors and information have been use to 
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produce a result of £ 4.90 additional spent. In order to make this information more 

meaningful, we should also go further and try to understand how this money is spent.  

As for intangible aspects of the induced impact, we could collect some information 

from their website and reports on how the investments benefit the communities at large (see 

Appendix 9 p.87). We can thus note that Bridges seems to have a strong influence on the 

communities it targets as well as on the Impact Investing market as a whole. Notably, Bridges 

greatly contributes to enhancing the industry in the UK and overseas by publishing numerous 

reports and joining the global discussion on Impact Investing. 

c. Step 2: Evaluating the significance of the Impact 

 The total impact 

In our case, this step is less relevant, as the data gathered is already broken down 

selected categories and measures (please see Appendix 7 p.86, Appendix 8 and Appendix 9 

p.87 to visualise the entire data collected=. We thus do not need to sort all the data and keep 

what is most relevant. If we had collected data by ourselves from the start, we would however 

have advised to maintain this thematic approach, as it helps classifying Bridges results and 

thus understanding the different types of impact generated. As Bridges’ portfolio is very 

broad and diverse, we would also have advised to focus on selected core targets for each type 

of outcomes the fund is seeking to achieve.  

 The European perspective 

The next step is then to put Bridges’ results in perspective with European data. In 

making an attempt to apply the concept presented in the second part of our framework, we 

encountered a major issue: the different timelines of the EU’s Cohesion Policy and Bridges’ 

investment do not allow for comparisons. We will now explain why, with the help of a series 

of charts and tables. 
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 We used the EU’s Cohesion Policy as a point of reference for regional development. 

Indeed, it sets practical priorities and targets which are translated to the national and regional 

levels. The timeline for this policy, based on the 6th Cohesion report, is as follows (European 

Commission, 2014): 

 

Sources: “Sixth Report on economic, social and territorial cohesion” (European Commission, 2014) and 

the European Commission website 

 

 As mentioned before, no specific targets were set for the previous period, making it 

difficult to use for our purpose.  

Moreover, the timeline of Bridges’ investment makes it hard for us to collect 

meaningful data at the moment. Out of the 60 investments for which we could find basic 

information on the website, seven were made between 2002 and 2006, 27 between 2006 and 

2013, and 26 since 2014.  

EU 6th Cohesion 

Report 

(2014)

Evaluates the 

previous 

period 

(2007 – 2013)

Sets 

objectives for 

the next 

period 

(2014 – 2020)

3  Broad objectives:

• Convergence

• Regional Competitiveness & Employment

• European Territorial Cooperation

5 specific targets:

• Employment: 75% (20-64 yo)

• R&D: 3% of the EU’s GDP

• Climate Change & Energy Sustainability:
• greenhouse gas emissions reduced by 20%

• 20% of energy from renewables

• 20% increase of energy efficiency

• Education: 
• early school leavers rate < 10%

• 40% of 30-34 yo to complete 3rd level 

education

• Fighting Poverty & Social Exclusion: min. 20 

million fewer people in or at risk

Mid-term 

review 

(2018)

Figure 1 EU's Cohesion Policy Timeline 
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Thus, although there is an important number of investments in total, many of those 

were incepted very recently (about 45% of the investments were made in 2014 and 2015 

only) and impact reporting is still minimal. It thus does not account for the total impact 

expected at the end of the investments or even currently happening (as data gathering and 

analysis is always done retrospectively). In addition, formal reporting started only in 2011, 

with a more advanced methodology since 2013, so we are not sure how much of the impact 

has been recorded since 2002. Please refer to the tables below from more details. 

Table 3 Bridges' Investments Timeline 

Bridges’ Investments Timeline 

Period 2002 – 2006 2007 – 2013 2014 – today 

Total number of 

investments 
7 27 26 

Percentage of total 

that are now closed 
100 % 40 % 0 % 

 

Inception Year 
Total number of 

investments 

Of which now 

exited or closed 
Of which ongoing 

2002 1 1 0 

2003 3 3 0 

2004 2 2 0 

2006 1 1 0 

2007 3 1 2 

2009 2 1 1 

2010 3 2 1 

2011 2 1 1 

2012 9 4 5 

2013 8 2 6 

2014 12 0 12 

2015 14 0 14 

TOTAL 60 18 42 
 

Sources: Bridges Ventures website (2016) and Bridges’ 2015 Annual Report (Bridges Ventures, 2016) 

 

Thus, with the limited data available to date, and given the timeframe for the EU’s 

Cohesion Policy, we cannot draw any meaningful conclusion from a comparison between 

Bridges’ results and the EU’s policy evaluation. 

 However, although no application is possible at the time of our project, it is worth 

pointing out that the table above shows an increasing investment capacity, likely to multiply 
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in the future. Additionally, 42 investments are still ongoing, thus possibly delivering 

subsequent impact in the coming years. We thus believe we should take the opportunity of a 

2018 mid-term review of the EU policy to apply our framework again, making a meaningful 

comparison between Bridges’ investments and the EU’s targets and achievements.  

Since we can observe that setting specific goals and evaluating results is gradually 

gaining momentum both at the European Commission and within the Impact Investing 

sphere, we believe that the basis is set for future studies of the type we are proposing here. 

 Finally, it is worth pointing out that Bridges does put results in perspective with 

regional data, notably when it comes to identifying underserved areas and how the 

investments contribute to their development (Prentice, 2016) but no details were given during 

our interview as this is commercially sensitive data. 

 Despites all these shortcomings, we will now look at the third step of our framework. 

d. Step 3: Assessing the validity of the study 

 The context of the investments 

In order to understand which elements of the environment surrounding Bridges’ have 

helped in generating impact, we gathered information on the following factors, as explained 

in the Appendix 10 p.88. Looking at factors enhancing or hindering Impact Investing, we can 

see that the UK is a very promising market, as one could expect given the growing 

importance and popularity of Impact Investing in the country.  

However, the difficulty at this point of our study is to try and assess its validity 

knowing that it is incomplete. Based on the environmental factors, we can identify key 

drivers and facilitators for Impact Investing in the UK. It appears that the country has a 

number of facilitators for Impact Investing, and notably a very supporting government 

(Prentice, 2016), as well as a strong sense of community and shared responsibility, visible in 

every town and city, where charity shops, fundraisings, child rescue programs and many 
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other social activities flourish. There is also the presence of leading figures that have 

enhanced the fast development of Impact Investing in the country, such as Sir Ronald Cohen 

(Chairman of the Global Social Impact Investment Steering Group and of The Portland Trust, 

co-founder and director of Social Finance UK, USA and Israel and of Big Society Capital; he 

was also co-founder Chair of Bridges Ventures from 2002 to 2012).  

These positive factors can in part explain why Impact Investing seems successful in 

this country. Thus, the impact recorded in the first step of this case study has been in part 

enhanced by these positive factors. In other European countries, Italy for example, there are 

very few organisations and little public awareness on the matter, so raising funds from 

investors and making large investments is more difficult. Investments might still be 

successful, but their scope is more limited, as it is the case with Oltre Venture. 

As for factors that are currently missing and that would make Impact Investing even 

more successful in the UK, we can note the lack of conventions in Impact Investing, and of 

specific objectives on the side of the investors (Prentice, 2016). This is holding back investors 

and fund managers from aligning on their goals. Developing conventions would thus help 

Impact Investing becoming more meaningful (Prentice, 2016). 

 The counterfactual issue 

Then, when it comes to assessing the counterfactual issue, given that we could not 

obtain detailed data, we can only resolve to use the subjective evaluation conducted by 

Bridges Ventures itself. However, Bridges does not display the detail of this measure for each 

investment nor the general results, but only explain its methodology in its 2015 Annual 

Report. If we had been able to work more closely with the fund, we would have conducted 

surveys and interviews within the organisations and with the investees in order to assess the 

additional value brought by Bridges’ investments. We could also have brought this further by 

assessing added value for beneficiaries, employees, and suppliers. 
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e. Conclusions  

In this last subsection, we would like to point out some limitations and weaknesses to 

our approach. Regarding practicability and scalability, we understand the concerns related to 

the lack of data and resources, and how this is keeping us from reaching any valid conclusion. 

However, we firmly believe that our approach is rational and encompasses many aspects of 

impact, and that it is thus valid in the sense that it forces the researchers to conduct a 

thorough study of impact. It is not however very practical, since it would require extensive 

primary research on the field, but it is something that a team of researchers could handle. As 

for the scalability, if adequate resources we gathered, a study could be conducted at a greater 

level by harmonising and aggregating measures of impact between various funds across 

different regions and themes. 

 For this specific case study, we acknowledge that the main weakness is the lack of in-

depth analysis of data. We collected and presented it, and provided analysis on how to apply 

the framework, but we could not reach any broad conclusion. This is because the data 

publicly available was extremely limited, and that the surveyed organisations were either not 

measuring impact, or not willing to share more detailed information. Overall, one basic yet 

major requirement to conduct a meaningful research of this scope is to have the possibility of 

working on the field with at least one Impact Investing fund. By doing so, we could have 

gathered sufficient and relevant data, and explored the significance of the impact in greater 

depth than what has been done in the current project. However, the main difficulty here is 

that some organisations are already collecting extensive data, and are familiar with 

measurement techniques and challenges (Bridges Ventures for example), while others only 

collect estimates (Voigt & Collegen), or decide to not measure impact at all (Oltre Venture), 

because they do not find it as relevant for their activity (Balbo, 2016). 

In hindsight, we recognise that our approach lacked methodology, in the sense that the 

framework was built based on theoretical research, contrarily to our initial idea which was to 
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develop the project while working directly with an Impact Investing fund. The reason behind 

this is mainly due to the difficulty of finding adequate cases. Constituting a database of funds 

took more than a month, and studying the European market with such depth made us realise 

that it would prove challenging to conduct our project the way we initially intended to. Thus, 

the actual data on impact was gathered very late in the year, and when we realised that it was 

not informative enough, it was too late to change the approach and start a field study from 

scratch.  

However, we believe our study is valid in the sense that it is a first step in exploring 

the broad effects of impact investments. It sets the basis for further research. By 

acknowledging limitations and weaknesses, we thus open ways to improve the content and 

structure of the framework for future studies. Also, the framework is applicable to other kinds 

of operations. Taking the case of Voigt & Collegen, for example, would bring us to look at 

the total production of renewable energy and how this compares against the overall electricity 

consumption, but also to look at the impact in terms of access to affordable energy, job 

creations through construction and maintenance of plants (i.e. differentiating short-term and 

long-term contracts), as well as supplies in materials and equipment. Whilst Bridges Ventures 

has a social approach, with clearly defined goals and impact areas, we do believe that a 

similar framework could be used for more environmental or even technological operations.  

Subsequently, we decided to broaden our reflection to compensate the absence of 

results from the case study. We will thus in our next section explore Impact Investing in 

Europe as a global trend, so as to assess its potential development for the coming years.   
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IV. Going further: Reflections on the 

Potential of Impact Investing 

As reaching high-level conclusions from our framework presented many obstacles, 

we decided to consider looking at Impact Investing from another point of view. Instead of 

assessing its contribution to regional development through numerical and qualitative 

measures, trying to grasp the various levels and forms of impact, we thus propose to study the 

European Impact Investing market as whole, its characteristics and potential areas of 

development. We will, in this fourth chapter, contextualise Impact Investing in order to 

understand whether it can play a complementary role in addressing social and environmental 

issues and in fostering regional development. We will thus focus on the opportunities that 

Impact Investing represents and on the obstacles to its future expansion.  

 To do so, we will use both secondary and primary research, in the forms of literary 

information, and notably reports on Impact Investing in Europe from various organisations, 

and of interviews conducted with European practitioners mentioned previously. We will thus 

present a thematic literature review, while also including some elements from the interviews.  

 Our hypothesis is that Impact Investing is gaining momentum, and that the current 

practice, although rather sporadic in most countries, is bringing traditional commercial 

investors, policy-makers, philanthropists, and social entrepreneurs to rethink their strategies 

and the boundaries that are separating them. Notably, we believe Impact Investing funds are 

engaging with multiple actors and are bringing to light economic opportunities that remained 

scarcely explored until now.  

 We will thus first review the recent growth of the European market (section A below), 

explore the conjunction of factors that explain why Impact Investing is developing at the 

moment (section B p.66), assess the impact of this movement on the market and on its actors 
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(section C p.67), and finally look at the limits and obstacles to solve in order for Impact 

Investing to expand further (section D p.68).  

 

A. The robust and recent growth of the European market 

While the Eurosif had been observing SRI since 2003, with new publications every 

two years, their first review of the European Impact Investing market was conducted in 2012 

(evaluating the market up until December 2011). Since then, the Eurosif has identified Impact 

Investing as one of the many ways of doing SRI. However, it is interesting to note how their 

perception changed over time. While in 2012, the Eurosif stated that Impact Investing was 

more of an “investment philosophy” than a clear process (Eurosif, 2012), it then evolved into 

“becoming a synonym of ‘social investment’” (Eurosif, 2014). After only two years 

observing this strategy, the researchers noted an increasing interest from institutional 

investors (Eurosif, 2014), as well as a clarification of what its main objectives are. Now in 

2016, the Eurosif believes that Impact Investing is thus “the most dynamic and definitely the 

most promising approach for investors” (Eurosif, 2016), notably with new products such as 

Social Impact Bonds and Green Bonds, based on the concept of pay-for-success.  

Numbers come to support this sparkling enthusiasm: the Eurosif estimated the market 

at € 8.75 billion in December 2011, € 20 billion in December 2013, and as much as € 98 

billion in December 2015. Moreover, the Eurosif reminds its readers that these numbers are 

understated because of the difficulty of grasping the entirety of the market (see section I/A/c2 

p 17). We should also be reminded that this is an estimate of the assets under management in 

Europe, which might not all be invested on the continent. However, we could not find any 

information on the share of funds investing only in European countries. The Eurosif’s 

estimate is thus the best measure available.  
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The Ananda Social Venture Fund, in cooperation with Impact in Motion, has also 

published a series of reports on the European Impact Investing market. They adopted a 

thematic approach and evaluated four sectors: ageing, education, long-term unemployment, 

and real estate. In all four reports, after assessing the potential of this investment strategy, the 

authors conclude on how they expect this practice to grow significantly in the coming years 

thanks to numerous investment opportunities.  

Finally, the growing importance of Impact Investing on the Old Continent has brought 

The GIIN to organise its 2016 Investor Forum in Amsterdam, Netherlands, on December 7th 

and 8th 2016.  

However, it is important to note that very few countries are leading the movement in 

Europe. The Eurosif only observes thirteen countries: Austria, Belgium, Denmark, Finland, 

France, Germany, Italy, the Netherlands, Poland, Spain, Sweden, Switzerland and the UK 

(with large discrepancies in the volume of each national market). The Ananda SVF and 

Impact in Motion only assessed four markets: Germany, Switzerland, France and the UK. We 

thus notice that Southern and Eastern European countries are, as of today, dramatically 

under-represented in the Impact Investing sphere. When it comes to regional development 

and cohesion in Europe, these are however the most vulnerable regions (notably the Balkans, 

Greece, and the ex-communist countries). This stringent lack of capital in various regions of 

the continent has not been much addressed by academicians so far, and was not assessed in 

our project, but it would be worth exploring for future research, so as to understand how we 

could foster Impact Investing in those regions and what benefits it could bring. However, we 

will now explain why Impact Investing comes at the right time even in the most advanced 

economies in Europe 
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B. The right time for Europe: social needs and budget 

constraints meeting economic opportunities  

The fragility of developed economies became more acute since the years 2000s and 

notably during and after the 2007 crisis. Concurrently, public concerns on pollution and 

environmental protection are becoming more widespread, with major international 

conferences taking place every year. And more recently, the refugee crisis is putting pressure 

on budgets and social structures to handle those displaced families. At the same time, public 

authorities face challenges to find effective solutions to several contemporary problems: 

unequal access to technology, long-term unemployment, school drop-outs, unhealthy life-

styles and related diseases, an ageing population, etc. (Ashoka, FASE and McKinsey & 

Company, 2016). 

While governments acknowledge their responsibilities in tackling those issues, there 

are however areas that remain neglected (Bugg-Levine and Emerson, 2011), where public 

services and programmes are not reaching certain communities. Moreover, governments 

simply do not have sufficient resources (OECD, 2015). A study has shown that Germany, for 

example, would face a shortage of € 50 billion by 2025 to “tackle the lack of affordable 

housing, the increase in lifestyle diseases, the shortage of care for the elderly and the long-

term unemployment” (Ashoka, FASE and McKinsey & Company, 2016). This is to be seen 

as an opportunity for Impact Investing: developed countries need capital to be invested in 

market-based solutions to social and environmental issues on a national scale.  

Simultaneously, several trends are converging with this need for private capital, and 

this convergence is creating a space for Impact Investing. First, lower risks and more 

sustainable returns attract investors more than ever, notably after the shock of the 2007 

financial crisis. There is thus a growing number of investors looking at assets that are less 

correlated to markets, while also being willing to compromise on returns (Ashoka, FASE and 

Mc Kinsey & Company, 2016). Second, social enterprises find it difficult to grow and 
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finance their activities (OECD, 2015), because of a widespread acceptation that social 

enterprises are not scalable and not offering sufficient returns. This paradigm is however 

rapidly evolving, notably as Impact Investing is gradually making its way into the capital 

market.  

Finally, based on demographic and economic statistics, as well as a break-down of 

public spending per country, the OECD identifies five areas of interest for Impact Investing 

in the coming years:  1) long-term health care of elderly, 2) unemployment, inactivity and 

school drop-outs, 3) housing affordability and quality (including sustainability concerns), 4) 

policing, safety and crimes, and 5) family care and employment of women. When looking at 

the practice of Impact Investing while building our database of Europe-based funds (section 

III/A p.50), we also noticed that these were the most recurring themes, meaning that asset 

managers are seizing those opportunities as they arise. Having identified this convergence of 

factors, we will now look at the potential of Impact Investing. 

 

C. The strong potential of Impact Investing 

Today, researchers believe Impact Investing will become mainstream in the coming 

decades (Alfi and KPMG, 2015). In other words, although it is for now considered as a niche 

market, with a limited number of specialists, there is a strong potential for growth. 

How do academicians and practitioners envision this evolution? The Ananda SVF and 

Impact in Motion have a very interesting perspective, in which they state that Impact 

Investing has not only the potential to offer viable solutions to today’s challenges, but also to 

act as a catalyser for resources, and an enhancer for the growing engagement of policy-

makers and traditional investors. In other words, in all four areas studied in their reports, the 

authors identify ways in which Impact Investing can become a reference for good practice 

and push market-based solutions to become the norm. Indeed, this field attracts investors 
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thanks to repeated successes in many different regions and areas (Ananda SVF and Impact in 

Motion, 2014). Moreover, the authors identify several other functions of Impact Investing: to 

“complement government efforts, promote innovation, scale concepts, monitor outcomes and 

system effectiveness, [and] preserve high ethical standards” (Ananda SVF and Impact in 

Motion, 2014; with similar ideas presented in each of the four reports). Impact Investing as 

an investment strategy thus sets trends and good practices which will likely become the norm 

as the industry continues to grow.  

We can thus position Impact Investing as a “hub” for societal development, where 

commercial investors meet philanthropists lacking business acumen and policy-makers 

adverse to innovation. By enhancing such cooperation, Impact Investing thus enables 

societies to build up effective solutions, viable on the long-term, and of which the effects are 

measured so as to continuously improve the way they are being operated. There are however 

several obstacles to this potential development. 

 

D. Limits and obstacles to the expansion of Impact Investing 

in Europe 

 No matter how promising Impact Investing might seem, it will not expand 

significantly if certain issues are not addressed. Notably, as pointed out before, the diffusion 

of this practice across Europe is slow, and some regions have very few to no funds in activity. 

 According to Luciano Balbo, founder and president of the only Impact Investing fund 

in Italy to date, the industry needs more “success stories” in order to develop. Only then will 

it be able to scale up and attract more investors, make bigger deals, and so create a wider 

impact (Balbo, 2016), although investors would also need to build expertise in order to 

penetrate the sector (Prentice, 2016). Successful investments across Europe, or even across 

the globe, might help raising awareness on the industry. However, we believe that given the 

national differences in many different factors (legislations, investment practices, culture of 
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social enterprise, political support, etc.), local actions and cases of success will be more 

meaningful in attracting new investors and improving confidence in Impact Investing.  

However, “success” can have different meanings for each practitioner: one might 

focus on achieving returns for investors, or on achieving impact, or both. The first milestone 

for Impact Investing is thus to establish more conventions so as to align the investors’ 

objectives with those of the funds and other stakeholders (Prentice, 2016 and Eurosif, 2016). 

However, just as there are many different priorities on the traditional capital market (high risk 

and higher returns, or low risk and lower returns, early stage investments or more mature 

ones, etc.), Impact Investing should allow for flexibility and offer a wider range of 

investment solutions 

 Then, another obstacle recognized by most is the lack of regulation and viable 

investment products, notably when it comes to deal sizes and exit options (Eurosif, 2016, and 

Ashoka, FASE and McKinsey & Company, 2016). Along with the establishment of 

conventions, Impact Investing must thus develop more practical and suitable strategies to 

attract instructional and retail investors, while regulatory bodies should now take action to set 

some ground rules and give more stability to the sector.  

 On the other side of the coin, some authors believe that there are still too few social 

entrepreneurs who understand the investment landscape (Ashoka, FASE and McKinsey & 

Company, 2016) and who have a professional approach to operations that have long been 

conducted by volunteer groups with no intention of scaling up (Impact in Motion and Ananda 

SVF, 2014). Concurrently, services and products stemming from impact investments might 

compete with well-established organisations, either on the price of their offer, or on 

accessibility. Certain sectors, such as the pharmacy industry, or the elderly care services, do 

not always welcome the competition from Impact Investing organisations (Impact in Motion 

and Ananda SVF, 2014). 
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 The solution is however the same for many practitioners and researchers: there must 

be more cooperation in the future. Schemes such a Social Impact Bonds, with a pay-for-

success approach, is a good example of public/private partnerships with extremely 

encouraging results. Going further, some authors support the development of an Impact 

Investing “eco-system”, in which investors, intermediaries, regulatory bodies and target 

organisations share a common mindset (Ashoka, FASE and McKinsey & Company, 2016). 

This voluntary cooperation, in which actors proactively engage in developing Impact 

Investing, would help establish stronger links between the different stakeholders, and also 

help building a common goal around the creation of both financial returns and social impact. 

 Finally, one obstacle common to all economic actors is the uncertainty linked to 

political changes. Unstable national legislations can greatly affect impact investments which 

typically run in the long-term. For example, the retroactive change in feed-in-tariffs in Spain 

has put great pressure on Voigt & Collegen’s investments in the country (Klughardt, 2016), 

where a total of € 100 million was invested in 2010 in one single plant. The change in 

legislation has caused a 35% loss of income, and investors are now worried that their 

commitment might be compromised (Klughardt, 2016). Practitioners would thus greatly 

benefit from more stability. Whilst lacking harmonisation of national legislation seems not to 

be an issue when conducting pan-European operations, unexpected changes in regulations 

can seriously impact a fund’s profitability. Hermann Klughardt, from Voigt & Collegen, thus 

proposes for the EU to focus on the enforcement of legislative stability across Europe. 

Similarly, major political events such as the Brexit might shift governments’ priorities, and 

Olivia Prentice from Bridges Ventures expects to receive less public support in the future. 

While this might be a good test for the industry to see if it is self-sustainable, it is however for 

now a sign of instability which might dissuade investors from putting money in Impact 

Investing. We thus believe a more consistent support should be provided from the EU 

directly to Impact Investing organisations, and at a broader scale. What is being done at the 
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moment with the Social Impact Accelerator (through which the EIF invests in funds across 

Europe) is extremely promising, but should not be reserved to the largest funds in each 

country. 

To conclude this fourth chapter, it is interesting to note that most practitioners and 

researchers are extremely positive about the future growth of this practice. Most actors 

however do recognise the need for immediate action and improvement of how they do and 

define Impact Investing. Although most of the content of this section remains hypothetical, it 

opens many interesting questions for further research; notably: what role could the EU and 

national governments play in fostering Impact Investing?, how should the different 

stakeholders cooperate?, how can we develop the practice of Impact Investing in other 

regions of Europe?, and how can we define Impact Investing in a more practical and flexible 

way, to adapt to various kinds of approaches and goals, and is it desirable?  
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V. Concluding remarks 

In this short conclusion, we will look at both theoretical (section A below) and 

managerial (section B p.72) implications of our project, and make some suggestions on what 

can be done in the near future.  

 

A. Theoretical implications 

As identified throughout our project, there is a need for the development of a model to 

aggregate data at a wider level in order to follow the progression of Impact Investing in 

Europe. We have made a proposition that we hope will help future research in having a 

comprehensive view of impact, looking beyond the core of a fund’s operations. The gap 

identified in the beginning of our project has thus been addressed by our contribution.  

We have also put effort into being critical about our approach and have acknowledged 

its limits. We thus encourage academicians to team up and initiate a broader research on the 

field. Indeed, we believe that the first requirement to a meaningful project is to collect 

detailed primary data, and to do so with more than a single investment fund. Greater 

resources are thus necessary to progress in this direction.  

We finally encourage research to look at Impact Investing in Eastern and Southern 

Europe, so as to better understand what would be required to trigger the commitment of funds 

in those areas where private capital is needed. 

 

B. Managerial implications 

As for managerial implications, they relate to investors, Impact Investing fund 

managers and policy-makers, as well as social enterprises. Indeed, as mentioned at the end of 

our previous section, the future development of Impact Investing will be possible if all 

stakeholders cooperate in defining conventions on what they are trying to achieve, and on 
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how to track their performance against those goals. There is also a need for greater 

collaboration on the products offered, so that funds can be better allocated. This will in turn 

make the industry gain credibility and grow in scale. However, such a cooperation will not 

take place by itself, and we recognise the crucial role of networking organisations as well as 

public authorities in clarifying the legislation and the necessary actions to take in the near 

future. 

As for the core of our project, which was to measure the contribution of Impact 

Investing to regional development, we would suggest a more systematic approach to this 

large-scale measurement. We thus believe there should be an independent organisation in 

charge of conducting such evaluations. The results of those evaluations would be more 

transparent, and could help reach high level conclusions. Certainly, we do not advocate for a 

standardised measurement method, but more for a common framework which can be adapted 

to each region or impact theme, so as to deliver transferable data and measures. This will 

make assessing impact at a broader level possible. Finally, such an approach would help 

understand which processes and models are most effective at creating impact, and what could 

be done at the EU level to foster Impact Investing. 
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Appendices 

Appendix 1 Definitions of Impact Investing  

Source Definition Key Characteristics 

OECD 

Social investment is the provision of 

finance to organisations with the explicit 

expectation of a social, as well as 

financial, return. 

 Involves private investment that contributes to 

the public benefit 

 Explicit social dimension 

  Hybrid funding 

 Financial goals can range from capital 

preservation to a market rate of return 

Global 

Impact 

Investing 

Network 

(GIIN) 

Impact investments are investments made 

into companies, organisations, and funds 

with the intention to generate social and 

environmental impact alongside a 

financial return. Impact investments can 

be made in both emerging and developed 

markets, and target a range of returns 

from below market to market rate, 

depending upon the circumstances. 

 Intentionality  

 Investment with return expectations  

 Range of return expectations and asset classes  

 Impact measurement  

World 

Economic 

Forum 

(WEF) 

 

Impact investing is an investment 

approach that intentionally seeks to create 

both financial return and positive social or 

environmental impact that is actively 

measured; 

It does intentionally and explicitly set out 

to deliver the dual objective of social/ 

environmental outcomes and financial 

returns (which may be below market, at 

market or above market). 

 

 An investment approach and not an asset class  

 Intentionality matters 

 Outcomes are actively measured; 

 The investor may be willing to accept a lower 

financial return  

 Covers all investments that intentionally seek to 

create measurable social or environmental value, 

regardless of the stage of maturity of the 

enterprise. 

European 

Com-

mission 

 

European Social Enterprise Funds 

(EuSEF) are funds (undertakings) 

investing at least 70% of raised capital in 

social businesses. 

 

 

 Primary objective is the achievement of 

measurable, positive social impacts (art. 3(d)ii) 

 Procedures to measure the social impact investee 

businesses must be in place (art. 10) 

 Investors must be informed about targeted and 

actual social impacts and the measurement 

methodologies used (art. 14d) 

 
 

Source: Eurosif, 2014 
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Appendix 2 Key Impact Investing Organisations 

Name 
Inception 

year 
Description Website 

The GIIN 2009 

 Support the development of Impact Investing 

 Build a network of investors  

 Work towards the standardization of impact 

measurement 

 Impact Investing Benchmark on financial returns 

https://thegiin.org/ 

IRIS 2009 
 Impact Reporting and Investment Standards 

 Catalogue of metrics developed by The GIIN  
https://iris.thegiin.org/ 

ImpactBase 2009  Developed by the GIIN 

 Platform to search for funds and products  

 2,068 investors, 375 funds & products, 

representing 

 $25 billion of committed capital 

 Access restricted to legally registered investors 

and funds 

http://www.impactbase.org/  

SII Taskforce 
2013 to 

2015 

 Established under the UK's presidency of the G8 

 Foster the development of the new market 

 8 member countries (UK, Canada, France, 

Germany, Italy, Japan, USA and Australia) + the 

EU 

N/A 

GSG (Global 

Social Impact 

Investment 

Steering 

Group) 

2015 

 Successor to the SII Taskforce 

 Unify the definition of Impact Investing and 

facilitate knowledge transfers 

 Members: SII Taskforce + Brazil, India, Israel, 

Mexico, Portugal 

http://www.socialimpactinvest

ment.org/  

Eurosif 2003 

 Leading European association for the promotion 

of SRI across Europe 

 Promote best practice and collaboration 

 Lobby for European regulation and legislation  

 Provide research and analysis on the development 

of trends within the SRI market across Europe 

 Raise awareness of and increase demand for SRI 

throughout the European capital markets 

http://www.eurosif.org/ 

Omidyar 

Network 
2004 

 Invest in entrepreneurship 

 Five key areas: Education, Emerging Tech, 

Financial Inclusion, Governance & Citizen 

Engagement, and Property Rights 

 Influent in sharing knowledge and best practices  

https://www.omidyar.com/ 

Impact Alpha 2012 
 Dedicated journalistic news on Impact Investing 

 Purpose: identifying trends, reporting on success 

and failures, framing the industry... 

http://impactalpha.com/ 

https://thegiin.org/
https://iris.thegiin.org/
http://www.impactbase.org/
http://www.socialimpactinvestment.org/
http://www.socialimpactinvestment.org/
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Impact Space 2012 

 World’s largest open impact database of ventures, 

fund, deals, people and organizations 

 5,832 impact companies & 1,961 impact investors 

 Information however often incomplete or 

inaccurate 

http://impactspace.com/ 

FNG (Forum 

Nachhaltige 

Geldanlagen) 

2001 

 Association promoting sustainable investment in 

Germany, Austria and Switzerland 

 Over 150 corporate members and 30 individual 

members 

 Provide comprehensive and up-to-date 

information  

 Encourage networking between the relevant 

players 

 Help shape the necessary political, legal and 

economic framework 

http://www.forum-ng.org/en/ 

EIF - SIA 

(Social 

Impact 

Accelerator) 

2013 

 First pan-European public-private partnership 

addressing the growing need for availability of 

equity finance to support social enterprises 

 First step in the EIB Group’s strategy to pioneer 

the impact investing space  

 9 investments to date 

http://www.eif.europa.eu/what

_we_do/equity/sia/index.htm 

EVPA 

(European 

Venture 

Philanthropy 

Association) 

2004 

 Building a community of organisations interested 

in or practising venture philanthropy (VP) 

and social investment (SI) across Europe 

 210 members from 29 countries, mainly in 

Europe, but also in the United States, the Middle 

East and Asia 

http://evpa.eu.com/ 

GIIRS 

(Global II 

Rating 

System) 

2009 

 Comprehensive and transparent system for 

assessing the social and environmental impact of 

companies and funds  

 Ratings and analytics approach 

http://giirs.nonprofitsoapbox.c

om/ 

SVT (Social 

Venture 

Tech) Group 

unknown 
 Provide impact reporting solutions 

 Research on Impact Investing and notably impact 

measurement methods 

http://svtgroup.net/ 

 

Sources: respective websites (2016) 

 

 

 

 

 

 

http://svtgroup.net/
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Appendix 3 Interviews conducted for this project 

Name Organisation Role 
Channel of 

contact 

Gesa Voegele 
Forum Nachhaltige 

Geldanlagen 

Marketing and PR 

Officer 

Email, through 

Hermann Klughardt 

Hermann Klughardt Voigt & Collegen Managing Partner Email and Skype 

Olivia Prentice Bridges Ventures Impact + Manager Email and Skype 

Luciana Balbo Oltre Venture 
Founder and 

President 
Email and Phone 

 
Source: Author’s work 

 

 

Source: Author’s work 

  

Appendix 4 First step of the framework presented in Section II/B 
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Source: Author’s work 

 

 

 

 

 

 

 

 

Appendix 5 Second step of the framework presented in Section II/B 
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Source: Author’s work 

 

 

 

 

 

 

 

 

 

 

Appendix 6 Third step of the framework presented in Section II/B 
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Appendix 7 Bridges Ventures' Direct Impact 

Direct Impact 

Investors    → 

Fund 
Total of approximately £ 800 million raised since 2002 

Fund   →    

Investees 

Engaged approach (due diligence; engage and execute with an "impact lens") 

Financial and operational (branding, marketing, business model, etc.) support; 

challenges entrepreneurs by setting high expectations 

Systematic tracking of performance against pre-agreed indicators and better 

reporting from investees (annual compilation of impact scorecard) 

50+ companies currently in portfolio, about 20 successful exits, and investments 

ranging from £ 300k to £ 20 million depending on the fund 

Investees    

→ Clients or 

Beneficiaries 

 

 (thematic 

approach 

based on 

Bridges' 2015 

impact report) 

Health & Well-being Education & Skills Sustainable Living 

2,900 people receiving 

high-quality care at home 

in 2014 (900 in 2011);  

2.2 million hours of high-

quality care at home to 

date 

1,393 behavioural 

improvements among at-

risk children still in school 

(vs. 195 in 2012) 

Avg. 50% reduction 

against baseline emissions 

in construction and 

refurbishment project 

363 thousand gym users to 

date, of which 33% for the 

first time 

11,600 qualifications 

gained in total 

1.6 million tonnes of 

waste diverted from 

landfill to date (vs. 84k 

tonnes in 2008) 

11,600 days of residential 

care averted as result of 

therapeutic family 

intervention (vs. 600 in 

2013) 

3,400 qualifications 

gained by at-risk young 

people 307 thousand car journeys 

saved through community 

group transport 1,796 thousand passenger 

trips for disadvantaged 

individuals (vs. 257k in 

2010) 

822 school attendance 

improvements for at-risk 

children 

Underserved Areas 

Bridges targets areas most in need: 88% of growth fund portfolio companies 

operating in underserved locations, of which a quarter located in most deprived 10% 

of UK 

Bridges acquired Evans Easyspace (50 business centres, 78% in UAs) to increase 

offering of office space for SMEs (about 2,000 SME tenants); still ongoing, but plans 

to increase occupancy and promote job creation, thus promoting small businesses in 

those areas 

 

Sources: Bridges Ventures 2015 Annual Report (Bridges Ventures, 2016) and BV website 
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Appendix 8 Bridges Ventures' Indirect Impact 

Indirect (or Direct) Impact 

Investees  

→ Employees  

(or Clients/Beneficiaries) 

4,700 previously unemployed moved back into work to date 

4,500 jobs directly supported across Bridges' funds to date, of 

which about 2,500 in underserved markets 

Investees → Suppliers No data collected to date. 

Investees ↔ Competitors No data collected to date. 

 

Appendix 9 Bridges Ventures' Induced Impact 

Induced Impact 

Employees 

and/or Suppliers   

→ Communities 

Additional £4.90 spent (via wages and supply chain) for every £1 

invested in underserved markets (£3.7 in 2008) 

Investees    →   

Communities 

"Educational aspect" of proposing sustainable solutions (for example: 

Evenacre in Birmingham with office space) 

9 portfolio companies received awards: promotion for their businesses 

and for Impact Investing, enhancing image and reputation, future 

collaborations with other entrepreneurs, charities… 

Competitors    →    

Communities 
No data collected to date. 

Investors    →   

Communities 

Hypothesis: Bridges' success stories are a strong incentive for 

investors to renew their support and consider other Impact 

Investment organisations. Most current investors (UK and international 

banks, national and local Pension Funds, national Trusts and 

Endowments, UK corporations, and HNWI) were already mentioned in 

the 2011 Impact Report. Some of them also engage in similar 

investments elsewhere. 

Fund    →   

Network 

10 top business schools (US, Europe) joined the MBA Impact Investing 

Network & Training Programme organised by Bridges and its partner 

Publication of Impact reports and methodology guides (more than 15 

publications to date, publicly available on website, some of them co-

authored) + numerous press releases and informational videos (recent 

"IMPACT +" initiative) 

Engages in advisory work across the world for investors, governments, 

charities, and corporations, on commercial and impact 'profiling', market 

research, strategy, KPIs, metrics and tools, transactions. Total number 

and location of clients not available. 

Hypothesis: other Impact Investing practitioners as well as 

schools/students/researchers and clients for advisory services benefit 

from BV’s knowledge sharing initiatives, thus improving their own 

practice and understanding of Impact Investing. 

 

Sources: Bridges Ventures 2015 Annual Report (Bridges Ventures, 2016) and BV website 
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Appendix 10 Bridges Ventures' Environment 

Environmental 

Factors 
United Kingdom, as of December 2015 

Legislation 

Regulation of for-profit activities in the social sector is still blurry, thus not 

encouraging development of Impact Investing; however, there is promising 

engagement from the government with 32 Social Impact Bonds across the 

UK, supporting thousands of beneficiaries (UK Government, 2016). 

Taxation 

Social Investment Tax Relief (since 2014), although effectiveness in 

providing incentives for practitioners is debated (Olivia Prentice from 

Bridges argues it had little impact, while the Resonance fund argues some 

of their investments would not have happened without). 

History 

Liberal history with prevalence of the private sector for certain social 

issues. Enduring social challenges such as heavy drinking, early school 

leavers, teenage pregnancies, children taken into foster care, etc. 

Ideology & 

Politics 

Bridges rejoices over very supportive government (the previous one); 

might change in the future. 

Impact Investing corresponds to a somewhat liberal school of thought in 

which the market might solve societal issues better than public authorities; 

such a concept can thus spread more easily in Anglo-Saxon countries. 

Culture 

Strong sense of community and solidarity in the country. Charity shops and 

community efforts are widespread throughout the UK, and awareness is 

systematically raised on major societal challenges. 

Public Support 

Strong engagement of previous government under ex-Prime Minister 

David Cameron (Big Society Capital, G8 Presidency, commissioning of 

Social Impact Bonds by government departments and local authorities, 

etc.) 

Economic 

Situation 

Lack of private capital in Impact Investing (Olivia Prentice). More 

awareness and incentives are required to attract private wealth managers. 

Current recessive outlook might affect future investments? 

Intensity of 

Globalisation 

Strong presence of imported products on the UK market, thus limiting 

diffusion of impact into local communities through consumption. Further 

research would be required. 

Awareness on 

Impact 

Investing 

Excellent awareness: powerful leaders (notably Sir Ronald Cohen); pioneer 

action through UK Presidency of the G8 and Social Impact Bonds; solid 

experience of Bridges since 2002, it was awarded A+ UN PRI assessment 

score and is the first UK fund manager with B Corp certification; The Gym 

Group (incepted by Bridges) is listed on LSE at £250m valuation. Testing 

the awareness of social enterprises, charities and foundations would be 

interesting. 

Industry factors 
This would necessitate access to more detailed data from the fund and to 

specific data on each industry… 

 

Sources: Bridges Ventures 2015 Annual Report (Bridges Ventures, 2016), BV website, UK government 

website, Olivia Prentice (2016) 

 


