Social investment and social
innovation: where next?
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Nesta.

A charity with a mission to help people and organisations bring great ideas to
life. We do this by providing investments and grants and mobilising research,
networks and skills, funded by a £320m endowment

* Research — on how
innovation happens, from
statistics to policy

Investment — in early
stage companies, social
enterprises and social

venture intermediaries

* Programmes, backing e Skills — supporting
innovations in innovation skills in all
— Local government sectors, from design and

: finance to evidence and
— Health services, Arts,

Charity, Media geale
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The problem
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We need governments that can behave more like
Investors — preventing future harms, seeing people
and communities in terms of capital (human, social,
organisational, natural)

We need an economy that isn’t blind to people,
blind to the long-term, or blind to the systems on
which it depends — environment, family, community



Five parts of the answer

1. The rise of social innovation

2. Therise of social investment and social
finance — capital for new kinds of venture
and value

3. The rise of preventive investment tools

4. The rise of new models of service
delivery and provision: collaborative
consumption

5. The rise of new systems of exchange



1. THE RISE OF SOCIAL
INNOVATION



Innovation is changing ...
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hOSpiCES Cal’bon tradlng online tax transactions

pre-school programmes  innovationcamp ~ restorative justice
social ventures Ppledgebanks magazines sold by the homeless
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http://www.ssireview.org/

Social ...

nnovation parks (eg Bilbao)
nnovation camps (eg Malaysia)
nnovation funds (eg Australia)
nnovation incubators (eg Europe)
nnovation R&D funds (eg Europe)
nnovation offices (eg White House)
Venture intermediaries

Impact bonds (UK, US, Australia)
Entrepreneurs in residence (UK)
Value metrics

Returns on investment
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Next steps:

e Spread of funds dedicated to early stage, high
risk but potentially high impact innovations,
creating pipeline for investment (including
£10m UK Cabinet Office social incubators
fund, launched 2012)



2. THE RISE OF SOCIAL
INVESTMENT



New money for social ventures
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Potential incremental Social Investment supply £m p.a.

Growth of Sl potential supply and demand

Outcome domains

£m | Employment
Annual growth - Financial Inclusion
200 (CAGR)
| || Children and Families
|:| Education
- Criminal Justice
100 45 || Ageing
— 6% |:| Healthy living
6% [ Disability
// — B community assets
49%!- 2 |:| Other — not incl. social housing?
100 | 45% |:| Other — social housing
15%
82
100 16%
— 136
Potential 2012 Potential 2015

In general, there is no current evidence to suggest the SIFIs plan to significantly change the sector split of their

capital provision

1. Sector categories from the 2011 study are not directly comparable to sectors used in this study; the other proportion is therefore an estimate 19
2. Other includes food & farming, energy & environment, arts, culture &heritage, sport & leisure, religious, social housing



Demand and supply across outcome domains and

Demand .v. supply across outcome

product type/risk

Demand .v. supply by product
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Next steps:

 Consolidation of field, with shared metrics,
assessment tools and new flows of money
from:

— Individual investors seeking blended returns
— Institutional investors

— Foundations with PRI

— Public funds



3. THE RISE OF
PREVENTIVE
INVESTMENT



Growing interest applying
investment methods to public
goals: prevention in health, crime,
education
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Evidence matters

Better application of evidence about what works and analysis of what is most
cost effective has the power to transform outcomes in a time of austerity.

Family Functional
Therapy

Families and Schools
Together (FAST)

Reading Recovery

Scared Straight

Reduces offending with
effect size 0.59

Improves attainment
with effect size 0.10

Improves attainment
with effect size 0.48

Increases offending with
effect size 0.11

COST SAVINGS

£1 invested saves £2.31
for taxpayers

£1 invested saves £1.36
for taxpayers

£1 invested saves £3.72
for taxpayers

£1 invested costs
taxpayers £11.54

Source: Dartington Social Research Unit, 2012




Example of potential cost savings: Functional
Family Therapy programme

SUMMARY OF COSTS AND BENEFITS

Cost £2,501
Benefits to Taxpayers £5,775
Benefits to Participants £2,177
Benefits to Others £17,650
Total Benefits £25,603
Benefits - Costs (NPV) £23,102
Benefit-Cost Ratio £10.24
Rate of Return on Investment 109%
Measured Risk 99%

Source: Dartington Social Research Unit, 2012



Costs and benefits of Functional Family Therapy

Source of benefits

To

participants

To
taxpayers

Crime

Earnings via High School
Graduation (A-Levels)

TOTAL
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$2,000 -
s (11
$0 ||I| ......... B Net Progiam 1
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(sl.om) 7
B Total Benefits
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($3,000)
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£4,708 £17,650 £22,358
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Source: Dartington Social Research Unit, 2012



Next step:

* Linking field of prevention to investment
through social impact bonds and payment by
results linked to prevention:

 New York Social Impact Bond (backed by
Bloomberg and Goldman Sachs) as example.



4. THE RISE OF
COLLABORATIVE
CONSUMPTION AND
PEER TO PEER
PLATFORMS



New economic models that create
both social and economic value —
some emphasising relational value
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Crowdfunding and peer to peer funding
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N t I rabbit Howitworks | Signup | Login | Become a TaskRabbit
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Prizes and incentives: eg community support for elderly
prizes in the UK
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Next step:

* Large scale crowd-funding of a social
investment asset class, eg efforts for a
homelessness bond in London



5. THE RISE OF NEW
KINDS OF EXCHANGE
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Nesta.. Rewards & Incentives
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Next step:

* Guaranteed parallel currencies at level of
city or region — Nantes in France as one
example .



The bigger prize:

- An economy that internalises externalities?

- Learns to do more with less?

- Uses social knowledge to reshape the
economy and economic knowledge to reshape
social solutions?

- Applies the best thinking from investment to
big social challenges?






