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Welcome to lecture 4 of Topic 2.7.  In this lecture we are going to look at 
social investment as an approach for raising funds.



Philanthropy is the voluntary giving of money for public purposes by 
individuals and families.  The practice of philanthropy is different in different 
countries.
In England, philanthropy is considered to receive low key support through 
small unplanned donations to universal causes

This is very different to the American approach where giving is very public, it 
is planned and unapologetically connected with personal identity.

Australia is different again, it is considered to be influenced by a history of 
unease about extravagant wealth, a sense of privacy about private 
convictions, and an expectation that government should provide basic 
services.
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Social venture philanthropy is a much newer concept than traditional 
philanthropy.  Social venture philanthropy is the provision of long-term capital 
to social ventures by using similar approaches as venture capitalist in the 
business sector. 
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In Australia social investment funding came to prominence in 2010 when the 
Australian Government launched the Social Enterprise Development and 
Investment Fund.
The Social Enterprise Development and Investment Fund aimed to offer 
finance and support to eligible social enterprises to help them grow their 
business and increase the impact of their work in their communities.
The Australian Government provided $20 million in seed funding to establish 
the Fund which was more than matched by three fund managers through 
private capital arrangements to create a total investment pool of $40.6 million 
The three fund managers are: Foresters Community Finance, Social 
Enterprise Finance Australia, and Social Ventures Australia.

While the government’s role in overseeing the operation of the Social 
Enterprise Development and Investment Funds came to an end in July 2016, 
the funds remain in the market with their respective fund managers and 
continue to be available for loans to social enterprise.
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The three fund managers took a different approach to the design and 
operation of the Social Enterprise Development and Investment Fund. 

Foresters Community Finance has established two funds: 
the Community Finance Fund-Social Enterprise which provides tailored 
financial products to established social enterprises at the growth-stage, and 
the Social Enterprise Finance Fund which focuses on incubating innovative 
and emerging social enterprises 

Social Enterprise Finance Australia has established a Loan Fund which 
focuses on three broad areas of impact:
community development
Indigenous enterprise, and 
enhancing the environment

The Social Ventures Australia Social Impact Fund aims to:
improve both economic and social inclusion for Australian communities with 
entrenched disadvantage, while increasing the range of financing options 
available to Australian social enterprises
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Social impact investment is defined as ‘the provision of finance to 
organisations addressing social needs with the explicit expectation of a 
measurable social, as well as financial, return’ (Wilson et al., 2015).
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Social Impact Bonds are a from of Social Impact Investment.

Social Impact Bonds are a contractual arrangements between at least three 
separate parties, including a commissioner, an investor and a service provider
A commissioner is the person or organisation purchasing a service.  The 
investor provides capital in expectation of future return and the service 
provider is an organisation or group of organisations that provide a service. 

With social impact bonds, the investors fund the delivery of services by the 
service provider which aim to improve a specific social outcome, this reduces 
the need for government spending on those services.  Depending on the 
success of the social service program in achieving its agreed upon goals, the 
commissioner, usually the government, repays the investors a return which 
comes from the savings the government achieves from not funding the 
service upfront.
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