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At the European Commission’s conference on the social economy, held in Brussels last 

November, I was among a number of contributors who argued that social enterprise and 

investment provides an exciting new approach to dealing with social problems. Aiming for a 

blend of social and financial returns while expecting private-sector standards of efficiency and 

performance, social enterprise and investment links the social sector to the capital markets and 

prospectively offers powerful supplementary resources to those of the two established agents 

of social intervention: government spending on social programmes and charitable service 

provision funded partly by philanthropic donations.  

Should our vision of a thriving social-investment sector become a reality, charitable, 

institutional and private investors will bring into being a new asset class, impact investment, to 

support a transformation in our approach to dealing with social issues.  

Just as hi-tech business entrepreneurs and venture capital, working in tandem, have 

attracted increasing numbers of talented risk-takers since the 1970s, so social enterprise and 

impact investment are now attracting a new generation of talented innovators seeking new 

approaches to resolving social problems. Entrepreneurship has acted as a flywheel for 

corporate performance over the last four decades. The combination of social investment and 

enterprise can now act as a flywheel for performance in the social sector. It can have a major 

influence on government policy and on the investment strategies of endowment funds, 

foundations, family trusts, pension funds, insurance companies and corporations. Capital flows 

in the social sector will increase and leading social organisations will scale up. We will move 

the needle on social issues.  

How will this vision become a reality?  

First, there must be a supportive fiscal and regulatory environment. This is a job for 

governments.  

Second, the social sector must raise its game: it needs to offer measurable social 

returns; it needs to embrace financial innovation, including performance-based funding; and it 



needs to seek scale and efficiency. Importantly, charitable foundations and trusts need to make 

balance-sheet investments, in addition to grants out of revenue, to achieve their social 

purposes. And the sector needs to attract and nurture innovative social entrepreneurs. 

Third, there must be a catalyst that speaks the language of both the capital markets and 

the social sector. In the UK, it was decided that the right candidate for this role would be a 

wholesaler of capital, a “social investment bank”, whose mission would be to develop the 

social investment market. 

Big Society Capital (BSC) is that organization.  

Launched this year as an investment company independent of government with £600m 

of equity capital, BSC’s role is to develop the market for investments that generate positive 

social impact as well as financial returns. BSC will invest in financial intermediaries that 

advise and invest in the social sector, and act as a cornerstone investor in the social investment 

funds they launch; help these intermediaries to grow in scale, so that they can effectively 

finance the growth of frontline social sector organizations; invest in organizations that provide 

the necessary infrastructure for significant development of the social investment market, such 

as a social stock market; and invest in and underwrite innovative financial products, such as 

Social Impact Bonds, that help link social entrepreneurs and organizations to the capital 

markets. 

BSC will encourage investment-readiness among frontline organizations in need of 

capital; support the efforts of larger social organizations to shift to more sustainable models of 

revenue generation; secure tax incentives for investors in the sector; and share its expertise to 

support the implementation of similar measures at the international level, so that the social 

sector gains reinforcing momentum from several countries. 

As social enterprise and investment achieve significant scale, they will transform the 

social sector and lead to a new balance between the roles of government, the capital markets 

and citizens. They will contribute to a paradigm shift whereby there is no longer a clear binary 

choice between making money and doing good. In the future, corporations, institutional 

investors, private investors, mutual funds and philanthropic donors will all be engaged, to some 

degree, in social enterprise and impact investing. 

What business entrepreneurship has done for our economies in recent years, social 

entrepreneurship must now seek to do for society. 
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