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This report is linked to the work undertaken as part of the GROW Business Plan Process. As the consultants to this process, we were
asked to undertake the following, which are the focus of this report:
• An analysis of current or future SME access to capital, whether access to capital is inhibiting SME growth or what other factors
are inhibiting growth in disadvantaged locations;
• Comprehensive project feasibility plans and timelines for delivering one or more place-based investment initiatives for local SMEs
with employment growth potential - including any risks, and associated risk management strategies

The first half of this report focusses on exploring SMEs in the context of addressing disadvantage, and in GROW target areas.
The second half then outlines five options for impact investment within GROW. Risks and risk management strategies are addressed
in the broader business plan document.
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Introduction
This report outlines the options for developing
a place-based impact investment strategy for
GROW. The options have been developed
through field and desk research over the
course of the business planning process.
The design of investment approaches that lead
to job outcomes is not a simple task and it is
one that many countries are currently
grappling with. While this provides the
opportunity to draw on examples of what
works from around the world, the report also,
however, recognises the challenges ahead if
GROW does decide to build specific impact
investment initiatives focussed only on SMEs in
the region. Therefore, it outlines a broader
approach to investment as a mechanism for
leveraging jobs in the target areas.
This
involves examining the flow of capital into the
target areas, and finding ways that this capital
can maximise the social and economic value
that is generated in the process.
‘Investment’ has become a phrase that refers
to a range of capital forms - from strategic
grant making, to investments that intentionally
seek a social outcome (referred to as ‘social
investments’ or ‘impact investments’) right up
to the hard end of investments, where the
financial returns to the investor are paramount
(see Table 1). Impact investment is concerned
with how to blend both financial and social
returns at varying levels:
“Impact investors intend to create positive
impact alongside various levels of financial
return, both managing and measuring the
blended value they create” (Bugg-Levine
and Emerson, 2012).
For those at the philanthropic end of the
continuum,
the social returns are all that
matters, and at the other end of the spectrum,
social returns happen only incidentally, with
the driver of investment being maximised
financial returns to investors.

- for GROW to work with IIG to deepen the
social returns - particularly as one of IIGs
social equity goals is to ‘eliminate
concentrations of disadvantage’ and
promote ‘full employment’ (6% or less
unemployment).
IIG has already made
connections with a number of local groups to
explore opportunities for deepening its local
impact;
- The Australian Small Scale Offerings Board
(ASSOB) is a platform for offering matching
businesses looking to grow, with investors.
ASSOB does not invest, it merely provides
the platform for investors that would fall into
the category of Financial Investor on Table 1.
ASSOB has already facilitated investments in
the region, and are keen to explore how
they could work further in the G21 Region.
There are opportunities for GROW to
facilitate this happening, and to work to
identify potential investments that could also
generate employment outcomes in GROW
target areas.
What is missing in the region is an intentional
and strategic harnessing of this for the benefit
of addressing place-based disadvantage.

The capital gap
Capital is critical not just for business
development, but for the economic
development of whole communities. In terms
of generating jobs, capital is needed to start-up
and to grow businesses; and it is needed for
major projects in the region. Whether it is lack
of access to finance for individuals starting a
micro business or large scale investment in
social infrastructure in a disadvantaged
community, in all international jurisdictions
around the world there is evidence of financial
market failure resulting in a gap in the supply
of capital both to particular entities (such as
SMEs) and to particular communities (such as
those deemed to be disadvantaged).
Understanding this gap requires an analysis of
the broader range of complex drivers that
result in a lack of access to capital. It involves
multiple supply and demand issues that will
vary as a result of influences from country to
country, region to region and community to
community (see figure 1). Understanding the

There are examples from across this continuum
already at play in the G21 REgion:
- The Geelong Region Industry Investment
Fund (GRIIF) is an example of strategic grant
making, with the aim of off-setting some of
the effects of economic restructuring and
generating jobs in the region;
- Give Where You Live’s contribution to
G R OW i s a n e x a m p l e o f Ve n t u r e
Philanthropy, in that it is focussed on
consolidating and scaling outcomes and
i m p a c t s o f i n t e r ve n t i o n s t o a d d r e s s
disadvantage in the Region;
- Impact Investment Group (IIG), an impact
i nve s t m e n t f u n d s m a n a g e r b a s e d i n
Melbourne has made two recent investments
in Geelong - the TAC building in the CBD,
and the Quicksilver Distribution Centre in
North Geelong (adjacent to Norlane, a
G ROW t a r g e t a re a ) .
While these
investments are currently more aligned with
the kinds of social returns an investor might
expect from ‘sustainable investment’ (as
defined in Table 1), there are opportunities

Table 1: The range of capital structures /‘investment’ interventions relevant to GROW
Source: Adapted from Green, 2012 (with some changes)
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supply and demand issues in context is critical
because the social and economic wellbeing of
society rests upon the form and function of the
capital markets. Without access to finance,
individuals cannot purchase the goods and
services they need to become employable
through training and education.
Without
access to capital, small business cannot start
or grow.
Without access to large scale
investment local infrastructure will not be able
to be built, limiting services and diminishing
employment opportunities.
This is a key component of addressing the
structural impediments that perpetuate placebased disadvantage. The kinds of capital that
flow into many disadvantaged communities is
dominated by service grants, charity and
welfare, which can actually crowd out other
forms of investment, leading to spirals of
underinvestment (see Figure 2), thereby
reducing economic opportunities in and
around places. This was recognised by the
Social Investment Taskforce in the UK almost
15 years ago, when they suggested that:
‘Under-invested communities suffer from a
spiral of multiple disadvantage. Industries
that were previously major employers have
collapsed, leading to loss of employment,
incomes, wealth and purchasing power. In
such circumstances, it is often the case that
private sector investment dries up and that
even those financial resources available
within a community are spent outside it.
Confidence collapses and, with it, the
climate for enterprise. In some poor
communities ... as much as 75 per cent of
the cash in circulation may come from ...
G ove r n m e n t . T h e r e s u l t c a n b e a n
intransigent form of welfare dependence,
where the state confines its contribution to
providing a minimum level of income and
s o c i a l s e r v i c e s , b u t i g n o re s we a l t h
creation’ [Social Investment Taskforce,
2000;p10].

Figure 1: Key Supply and Demand issues in Capitalising Small and Medium Sized Enterprises

One of the ways to reverse this spiral, is to
invest in local businesses, who in turn employ
local people.
This grows the wealth of
residents (with multiplier effects when they
build their asset base) and in turn also attracts
other investment into the community. Over
time this grows confidence and wealth (and
well-being) in the community (see figure 3).
This concept is relatively new in the Australian
context, where place-based initiatives are still
focussed more on service development than
economic development, but it is a strategy that
has been successfully used overseas for at
least a decade (and in the case of the US,
much longer).
As part of developing the business plan for
GROW, both desk-based and field-based
researc h was under taken, along wit h
consultation with business owners, business
networks, investors, financial institutions and
business support organisations. The result is a
picture of SMEs in the region, but also a view
of a range of ways in which investment could
be structured so that it has the intended
outcomes in target communities. While the

Figure 2: Crowding-out private investment and crowding-in public investment can lead to a
spiral of under-investment in communities
Source: Burkett, 2013
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focus on SMEs is retained as the starting point,
the picture has also broadened to include:
• Fostering entrepreneurship in target
communities, leading to the growth of
businesses owned and run by residents;
• Supporting businesses that have some
growth potential but are not investmentready, through technical assistance
(thereby contributing to growing the
pipeline of investable SMEs)
• Providing opportunities for the full range
of ‘investment ’ strategies (thereby
ensuring a matching of the types of
capit al t o t he capit al needs and
capacities of job creating enterprises);
• Recognising that ‘enterprises’ such as
social enterprises and non-profits also
often lack investment capital (as opposed
to grants for service delivery). With
access to capital they too can grow
business units or assets that can in turn
create jobs and stimulate economic
development in target communities.
This means that there are some decisions to be
made about the focus GROW should pursue in
relation to how investment is used to generate
outcomes in target areas. So rather than
presenting a single comprehensive feasibility
plan for impact investment, this report sets out
some options for consideration. Every attempt
has been made to make these options as
comprehensive as possible, but some of the

Figure 3: Reversing the Spiral of Under-Investment
Source: Social Investment Taskforce, UK, 2000

feasibility is dependent on decisions not yet
made.
So, the first section explores the potential for a
focus on SMEs, and some of the investment
opportunities and challenges that exist in this
space. The report then goes on to lay out a
number of options for how investment
strategies could generate significant impact in
target areas.

Why would GROW focus on SMEs?
What is an SME and how many are there in
the G21 Region?
There are around 23,000 Small to Medium
Sized Enterprises in the G21 Region, which
represent over 95% of all businesses and
which together employ over half the Region’s
population. In Australia and internationally,
SMEs create most of the new jobs and overall,
employ more people. Currently there is no
consensus about what constitutes an SME, with
definitions of SMEs varying and emphasising
either number of staff or turnover, or both.
This report uses the Australian Bureau of
Statistics (ABS) definition which break SMEs
into different subtypes:

Figure 4: Businesses in G21 Region by number of staff and turnover (the two ways to define SMEs).
Most businesses are SMEs
Source: REMPLAN, using ABS and ABR data, 2014.

•Micro Businesses - referring to both sole
trader businesses (non employing) and those
employing less than 5 people;
•Small Businesses - referring to businesses with
between 5 and 19 employees
•Medium Businesses - referring to those with
between 20 and 199 employees
•Large Businesses - t hose wit h 200+
employees
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The Australian Taxation Office, however, uses
turnover as the basis for determination of SME
status, with any business under $2million
turnover (excluding GST) constituting a ‘small’
business.
In Figure 4 both definitions are used to
analyse the number of SMEs in the G21
Region. From this diagram it is clear that the
vast majority of SMEs in the region are Micro
Businesses, or Small to Medium Sized
Businesses.
SMEs and Addressing Disadvantage
Although it is less common in Australia to
connect SME growt h to addressing
unemployment and disadvantage, it is both an
established and an increasingly examined
strategy in other OECD countries, particularly
Europe (see for example, OECD / The
European Commission, 2013) and the USA
(see for example, Laney et al, 2013). Most
place-based disadvantage in Australia is
somewhat different to that experienced
particularly in the USA in that there are not
the same levels of decay, blight or entrenched
issues of racial and cultural segregation (Burke
and Hulse, 2015). There are, however, some
overlaps when it comes to the sorts of
economic and social opportunities, and the
nature and density of economic activity in
more disadvantaged areas, particularly when
these are on the outskirts of metropolitan
areas. These may differ in scale and intensity
to the sorts of disadvantage experiences in the
US and UK, however people’s employment
opportunities can nevertheless be significantly
effected (Baum et al, 2013). So, while we
cannot merely adopt strategies that have
worked overseas and apply them here, there
is an argument that the connection between
business development and disadvantage
should be explored further in the Australian
context. GROW will be unique in its focus on
taking a business-oriented approach to
g row i n g e m p l oy m e n t a n d a d d re s s i n g
disadvantage in Australia.

activity and opportunity. This contribution
could, however, also be filled by other
‘enterprising’ entities such as social
enter pr ises, and micro-businesses (for
example, the leasing of empty assets to startup micro-businesses and social enterprises has
generated economic activity in areas with high
levels of property vacancies).
Third, there is a growing interest around the
world in stimulating ‘entrepreneurship’ both in
communities that are experiencing high levels
of unemployment and amongst groups of
people who are excluded from the workforce.
The McClure review of welfare in Australia
also recognises the potential contribution of
entrepreneurship in generating employment
opportunities (2015). Finally, there is also
some evidence (research and anecdotal) that
established, locally owned SMEs are more
likely to open opportunities to disadvantaged
j o b s e e ke r s o r t h o s e w h o h a ve b e e n
unemployed for longer periods (see for
example, MatchWorks, 2013). They are also
less likely to use online or mass market
recruitment strategies (which often exclude
jobseekers who struggle with literacy or who
do not have access to the internet).
SMEs in and Around GROW Target Areas
An examination of SMEs in and around
G ROW Ta r g e t A re a s reve a l s b o t h
opportunities and challenges for a strategy
that explores investment into businesses for
jobs growth.
The following issues are
particularly important.
1. Consistent with national and local statistics,
the majority of businesses in the two target
areas studied (*see note below re. lack of
data for Colac) were non-employing
businesses or sole traders;

1. income and well-being, are also those areas
where there are:
a. Greater concentrations of microenterprises in low-skilled industries and
occupations (eg. labouring
occupations within the construction
industry; or cleaning occupations in the
services industries);
b. Greater concentrations of sole trader
and non-employing businesses (at the
micro end of SMEs);
c. Much less diversity of businesses (so
higher concentrations of businesses
consisting of low skilled occupations,
within particular industry groups construction, ser vices such as
gardening, labouring and cleaning,
and home-based manufacturing (such
as clothing manufacture) (see Figures
5, 6 and 7).
2. Interestingly, in both the areas there are a
large number of sole traders based in
industries where permanent jobs are
increasingly scarce, and where having an
ABN is essential if subcontracting positions
are going to be an option for work. While
this could be a positive, there is also a risk
that some ‘jobs’ are being replaced with
contracted labouring, which indicates more
marginal connections to the labour market.
There doesn’t appear to be any research
about this, but it could be an area that
warrants further investigation, particularly
given that ‘increased levels of ABNs’ is
often seen as a positive, but in some areas
increases could actually highlight risks for
workers in terms of economic inclusion (see
Figures 5, 6, 7);

The arguments for linking SME development
with addressing disadvantage focus on three
aspects. First, that disadvantage is very often
associated with high levels of unemployment,
and SMEs are known to be generators of
employment, so they represent opportunities
for shifting employment outcomes.

2. There is no significant difference in the
overall picture of size of business between
target areas and surrounding areas (both in
relation to number of employees and
turnover) when figures are aggregated at
Statistical Area 2 level (see figure 8).
Indeed, what this analysis highlighted was
the potential for engaging business in and
around target areas, as there are very
similar ratios of businesses of different sizes
in the target areas as there are in other,
more ‘advantaged’ areas.

3. There appeared to be lower densities of
micro-enterprises in target areas than in
areas adjacent that performed better on
indicators of economic well-being.
This
could be because in both the target areas
the population density is also less than in
adjacent areas, but it could also reflect
lower levels of economic activity and
opportunity.
Interestingly reports about
business networking in these areas also
indicated significantly lower levels of
membership of organisations such as the
Chamber of Commerce (something the
Geelong Chamber of Commerce has
indicated is on their agenda to address).

Second, one of the features of many areas
that are considered ‘disadvantaged’ is a lack
of economic opportunity. SMEs can be seen
as both sources of potential investment into
communities, and stimulators of economic

3. The differences in diversity, size and income
levels of SMEs were much more apparent at
more micro-levels (eg. Statistical Area 1),
not unexpectedly, those areas that are most
disadvantaged according to indicators of

4. Both target areas have industrial and retail
zones very close by and/or adjacent,
though in terms of the retail zones, many of
the businesses are not registered as having
local ABNs, indicating that perhaps they

*This could be different in Colac, as the target areas here are located within the township of Colac itself, so the economic
activity profile is quite different. In addition, the SME issues there are different in the sense that employment is much more
concentrated, and some of the issues around SME employment are more related to the pressures businesses face in the town as
a whole. It was not possible to undertake any detailed analysis of micro enterprises in and around the target area in Colac, as
the data to do this was not available. For an overview of SMEs in the Colac Target Area, see the GROW Colac profile booklet.
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Figure 5: Businesses in Norlane-Corio
Source: ABS Census Data, 2011; Population .id Social Atlas, and REMPLAN data from 2014 and 2015

Figure 6: Businesses in Norlane - Corio in SEIFA Decile 1 Areas
Source: ABS Census Data, 2011; Population .id Social Atlas, and REMPLAN data from 2014 and 2015
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Figure 7: Businesses in Whittington and Thompson, in both SEIFA Decile 1 Areas and in Adjacent Areas
Source: ABS Census Data, 2011; Population .id Social Atlas, and REMPLAN data from 2014 and 2015

1. are par ts of larger chain stores or
franchises registered elsewhere.
Care needs to be taken about making too
m a ny a s s u m p t i o n s a b o u t n u m b e r s o f
businesses in certain places without more
detailed analysis and a wider picture of the
economic structure of Geelong and the region
as a whole. However, the above analysis
provides some food for thought about what
some of the opportunities might be in terms of
SMEs in target areas when we know that there
is a link between SMEs and employment. In
particular, the following opportunities could
be indicated from this analysis:
- there may be value in looking at ways to
strengthen entrepreneurship and business
networks in target areas (the Whittington
Works Alliance is already doing this in and
around East Geelong, and this analysis
suppor ts fur ther development and
exploration of this given the levels of business
ownership and the range of sizes of
businesses in and around the target areas).
Also, given that around 20% of SMEs in the
target areas are registered for GST, and
therefore are turning over at least $75,000,
it seems there is more potential than first
expected for networking and developing
businesses within the target areas;
- there would be value in understanding the
SMEs in the industrial and retail areas
around the target areas (many of which are
medium sized, and therefore may have
capacities to grow their employment of
people from target areas).

One other factor which could not be followed
up through evidential analysis due to lack of
data, but which was highlighted both in
interviews and through numerous visits to the
target areas, was the commercial vacancy
rates in some parts of the target areas. This
was particularly evident in the commercial
area in central Whittington (where there was
only one part-time retailer remaining); in
Labuan Square, in Norlane, and in the
industrial estates immediately adjacent to both
target areas, where it appeared that there
we r e n u m b e r s o f va c a n t c o m m e r c i a l
properties.
Further investigation may yield
more data about the overall commercial
property vacancy rates around target area to
test the anecdotal evidence obtained for this
research. However, what was clear from this
research was the potential for exploring how
such properties could be further utilised (for
ex a m p l e , c o m m e r c i a l l y o r b y s o c i a l
enterprises) to both activate local economies
and generate further jobs in and around
target areas.
Types of SMEs and Nature of Recruitment
Not all SMEs create jobs, and only a
percentage of SMEs will seek or be able to
engage in growth strategies that will increase
their capacity to employ.
Those SMEs that
are more likely to employ AND employ
jobseekers who may have been excluded from
t he labour mar ke t, t end t o be more
established and medium-sized. While many
younger SMEs create jobs, more established
SMEs who have been operating more than 5
years are more likely to consider nonmainstream methods of engaging employees
and the engagement of a more diverse
workforce. Further, established and medium

sized SMEs are more likely to offer longerterm quality employment, whereas the
younger SMEs are themselves less stable, and
therefore the job opportunities can be less
secure (Shane, 2009).
In the interviews conducted with SMEs for this
repor t it was clear that owners were
committed to local employment wherever
possible.
Almost all employers expressed
support for the employment of disadvantaged
jobseekers, but argued that they needed
certain kinds of support in order to do so
(ranging from financial support, to trial
appointments, to support with managing
problems if they arose).
The owners also
commented that they would prefer longer-term
relationships with support and employment
agencies rather than cold-calling or one-off
engagements from Job Services Australia
providers. Few of the employers had engaged
with JSA providers, with many relying on
networks and recommendations from both
employees and other employers for accessing
employees.
Research also suggests that across SMEs,
word-of-mouth recruitment practices are still
popular (particularly for entry level jobs, for
which employers do not tend to invest heavily
in recruitment processes) (Connors and
Thomas, 2014). This means that investing in
building relationships with SMEs in and
around target areas (though quite resource
intensive) could, over time, result in more
opportunities and outcomes.
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SMEs, Investment and Employment
Early interviews and research for GROWs
business plan highlighted some opportunities and
challenges in focussing on impact investment and
SMEs as a strategy for growing job opportunities
in target areas. Three points were particularly
critical:
1. An appetite for certain kinds of capital namely grants or debt (the latter only in limited
form) and an aversion to equity investments (or
at least a degree of misunderstanding of this
type of investment, or a sense that it was out of
reach or an unpalatable option). There was
also a sense that rather than ‘finance’ things
like tax breaks, incentives or other kinds of
support were the best way to grow SME
employment in the region;
2. Business owners identified two points at which
finance was critical and directly related to
employment:
start-up, and growth.
Both
require high risk investment. The first is the
domain of angel investors, who are not often
thinking of social outcomes
For impact
investors start-ups are risky on both impact and
financial grounds. Growth capital is often the
domain of equity capital, which has not been
the focus of impact investment in Australia, and
though it has had great success in the US, it
requires ver y careful screening and
management to ensure both social outcomes
and financial returns (though if managed, the
returns can be quite spectacular (see figure 9);
3. Investors and financial institutions reported that
there was debt capital available for SMEs, but
that there were ‘investment readiness’ issues in
many SMEs, or the sort of capital available for
SMEs did not match the capital needs that they
identified.

Figure 8: Size of Businesses in Target Areas and Selected Adjacent Areas
Source: ABS, 2011; REMPLAN 2014

These three issues, highlighted in a number of
interviews, caused a rethink and an opening up
of possibilities for what could be explored

Figure 9: Impact Investment Models that focus on both social and financial returns in the UK and US have demonstrated significant
employment outcomes plus financial returns for investors
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in terms of GROWs ‘impact investment’
strategy.
As a result a number of options
have emerged and are presented below. The
range of options were then also tested and
refined through action research over the
course of the planning process.
Action Research Case Studies
During the course of the business planning
process a number of organisations and
businesses generously enabled us to explore
‘real life’ opportunities that could inform and
hopefully realise some of the outcomes
GROW was envisaging. Two are particularly
worth highlighting, as they illustrate why this
report will present a number of options rather
than a definitive plan for GROWs impact
investment strategy.

Case Study 1: Extending the Range of Capital
that will Generate Outcomes
The first illustrates the potentially significant
social outcomes that could flow from investing
in SMEs in and around target areas. Figure 9
is an infographic exploring the outcomes
possible from ‘investing’ in a business in North
Geelong that has developed an innovative
manufacturing production method and can
demonstrate significant sales projections based
on contracts. The business requires $700,000
to get the production up and running, and
employ the extra staff needed to meet the
demand for the new product. The business
currently has 14 staff, 12 of whom are
residents in Norlane and Corio, which are
target areas for GROW. Many of these
employees were recruited via Northern

Futures, a specialist employment brokerage
service based in Norlane. The business owner
estimates that he needs between 10 and 15
additional staff over the next year to meet
demand for the product. The owner has made
a commitment to employ as many of these new
staff as possible through Northern Futures,
and from the Norlane-Corio area. Figure 9
maps out the potential economic and social
benefits of investing $700,000 in this business.
In reality the potential social and economic
benefits of this investment, and the likelihood
of successful achievement of these outcomes
means that it represents a value proposition
that would be hard to beat, whether it’s a
philanthropist, a grant-maker or an investor
who is providing the capital. This opportunity,
then, supports an exploration by GROW of a

Figure 10: The potential returns of investing $700K into a business in North Geelong that has an existing relationship with and track record of
employment through Northern Futures, thereby potentially generating significant employment of jobseekers from Norlane-Corio
Source: REMPLAN, using ABS and ABR data, 2014.
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range of capital types that could support
greater investment in SMEs who are looking
to expand their workforce and are willing to
engage jobseekers from target areas.
Case Study 2: Extending the Types of Entities
that could Generate Outcomes with Greater
Investment
The second case study illustrates how it is not
just privately owned SMEs that could
generate significant job opportunities if
access to appropriate capital is available.
The Norlane Integrated Development
Initiative, designed by Baptcare, is an
integrated social housing, aged care facility
planned for the former Isik College site in
Norlane. Baptcare is set to invest $30M into
this project which will create 55 social
housing units, and 90 concessional beds in a
residential aged care facility. This represents
a significant investment in this community,
and in turn will generate substantial outcomes
in terms of jobs and flow-on economic
benefits (see Figure 10). In order to make the
commitment, Baptcare is needing an
additional $10M support from Government
and/or philanthropists so that they are able
to break-even on their investment.
Had
initiatives such as the National Rental
Affordability Scheme still been in place the

need for this extra injection of capital would
have been reduced, but unfortunately this
scheme is not currently operational.
Like the first case study, the social and
economic value generated from this project
could be significant, particularly given
Baptcare’s commitment to local employment
in both the build and the optional phases,
and to local procurement in the construction
phases. Again, however, a purely financial
investment would not suit this project as the
capital would be focussed on ensuring the
overall financial viability of the project (given
property valuations in the area and the
upfront investment needed by Baptcare).
Therefore, the capital needs to come from
strategic philanthropists or grantmakers to
make the capital structure viable and ensure
the job and other social outcomes (see Figure
10). It has been difficult for Baptcare to
source these funds through traditional
Government grant structures, and despite the
obvious cost benefits from an employment
and economic development perspective, a
capital gap still exists which could prevent the
outcomes from being realised.
Both these case studies highlight the potential
benefits of developing mechanisms that could

Figure 11: Social Outcomes projected from Baptcare Project, with a $10M ‘investment’
REMPLAN economic modeling for this infographic was prepared by Enterprise Geelong

channel investment into job creation in and
around target areas.
They both also illustrate the importance of
matching appropriate types of capital to
the what is needed to generate the social
outcomes.

Impact Investment Options for
GROW
The above analysis and case studies show
that there are a number of impact
investment options which could be pursued
through GROW as a means to grow jobs in
and around target areas. These are
outlined in Table 2 and explored in more
detail below.

Option 1:
Entrepreneurship and
Microbusiness Development
The first option focusses on the fact that are
already a large number of existing micro
and small businesses in each of the target
areas, with around a fifth of these being
large enough to be registered for Goods
and Services Tax (GST) (that is, likely to be
turning over at least $75,000 per annum).
Entrepreneurship and the existence of
microbusinesses in target areas can be seen

as both a strength and a signal to examine
more closely what kinds of businesses are
operating. It is clear from research around the
world that entrepreneurship can provide a
pathway out of disadvantage, but if it is to do
so there is a need to ensure access to both
capital and support (see for example Laney et
al, 2013; Yago et al, 2007; Welter and
Smallbone, 2011; North et al, 2007; Social
Exclusion Unit UK, 2004; Small Business
Service UK, 2005).
Microfinance Institutions / Organisations are
well placed to offer both support and small
amounts of capital to establish and grow
enterprises in disadvantaged communities. In
the US, Laney et al (2013;p.34) have argued
that microfinance organisations are:

“arguably best positioned to work with and
support very small businesses run by lowincome residents with limited collateral” and
that such organisations should be encouraged
to set up specifically in disadvantaged
communities. In the UK, organisations such as
the ‘East London Small Business
Centre’ (ELSBC) have been operating for a
number of years with a place-based focus on
supporting and lending to small and microbusinesses to encourage entrepreneurship,
particularly amongst more disadvantaged
populations (see case study box on page 13).
The most experienced and well regarded
microfinance organisation f ocussed on
enterprise development in Australia is Many
Rivers Microfinance (www.manyrivers.org.au).

Table 2: The Proposed Options for Place-Based Impact Investment Strategies in GROW

Operating since 2007, Many Rivers has
worked in communities across Australia with
the following aims:
• “Empowering individuals to establish
micro and small businesses;
• Supporting business development to
broaden the local economic base, helping
to build a sustainable local economy;
• Increasing availability of local goods and
services;
• Increasing disposable income to provide
household needs;
• Contributing to improvement of social
outcomes, including health and education;
and
• Over time, reducing clients’ reliance on
welfare” (Many Rivers, 2014;p1).
In addition to offering intensive support to
start-up and growth-oriented microbusinesses,
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Many Rivers offers access to capital, with
loans organised through Westpac, providing
clients “a real loan with a real bank”. Since
Many Rivers commenced operations they
have had significant successes across a wide
variety of communities:
• supported 680 businesses (780 business
owners);
• 464 (68%) of these businesses are still
operating;
• 63 (8%) have ceased business to take up
employment;
• Of the 780 business owners, 414 (53%)
are Indigenous and 344 (44%) are
female;
• Provided 676 loans totalling $3.7 million
and maintained a 87% loan repayment
percentage; and
• currently meeting and business planning
wit h 311 clients and are actively
managing 359 current loans (Many
Rivers, 2014).
The costs of this option are outlined in the
Business Plan document. The outcomes would
be built from Many Rivers Key Performance
Indicators, so that over a three year period
there would be an expectation of at least:
• 45 Businesses established in target areas;
• 70 Jobs Created in target areas;
• 75% of Businesses continuing for at least
a year;
• 60% of Businesses continuing for
between 1 and 2 years;
• 50% of Businesses continuing for
between 2 and 3 years (which is the
average for Australian Business Survival
Rates).
This option would focus on building and
strengthening the local economy specifically in
target areas, and could be used in conjunction
with other options to support and grow small
businesses in target areas, with the long-term
aim of increasing both entrepreneurship and
employment.

Option 2: Technical Assistance with
Links to Range of Capital Types
Whereas the first option would focus
specifically on support and capital for
microenterprise development in target areas,
option 2 focusses on a broader strategy of
offering technical assistance and links to capital
for SMEs across the region, with the aim of
growing job opportunities that could then be
accessed by jobseekers in target areas.
What is Technical Assistance?
In broad terms technical assistance is the
support an individual or organisation requires
to effectively complete a task. The support is
characterised by its specialist, technical or
professional nature and reflects a skill set that
the individual or organisation does not have
at immediate disposal. This may be because
they do not have experience (as in the case of
an individual) or cannot afford to employ
someone in-house (as in an organisation).

East London Small Business Centre
Location: London, United Kingdom
The East London Small Business Centre (ELSBC) is an “Enterprise Agency” a term that has
been used since the 1970’s in the United Kingdom to describe business support agencies and
ELSBC is the oldest organisation of its type in the UK. The focus is simple – to promote
economic activity and prosperity through the support of small business. ELSBC as with all
Enterprise Agencies has a place based focus.
ELSBC provides support to both start up and growth small businesses through the provision of
the following services:
• Educational workshops with a technical focus.
• One to one support.
• Access to resources and referral.
• Low interest loans.
The organisation has an explicit focus on disadvantage providing proactive support to groups
that experience difficulty in the employment market. Including women parenting alone and
young people. ELSBC also focuses on the sectors of business where business start up and
growth are difficult such as in the creative industries.

Pacific Community Ventures
Location: California, USA
Pacific Community Ventures (PCV) is a Community Development Finance Institution (CDFI),
one of about 1000 in the United States of America. PCV’s focus is on the provision of
finance to small businesses that employ people in low-income areas. PCV has been in
operation for over 15 years and has supported 3000 entrepreneurs and created over 30,000
jobs.
PCV provides support to small business owners to scale their business through:
• One to one matching with a business mentor.
• Access to resources and networks.
• Educational workshops with a technical focus.
• Access to finance for business growth and development.
Part of the criteria for the provision of a loan from PVC is that the business must align with the
mission to create employment outcomes in low-income communities. PVC has also established
a role for itself in terms of policy advice to government and to potential impact investors.

Technical assistance may be provided by a
consultant specialist or by mainstream
specialist organisations. Intermediaries who
specialise in solving particular problems for
individuals and organisations may also
provide it. In the case of small to medium
e n t e r p r i s e s o p e ra t i n g i n a n d a ro u n d
disadvantaged areas there are a range of
international and Australian examples of
specialist int er mediar ies t hat suppor t
organisations to get the support and advice
that they require for start-up and growth of
their businesses.
This option could involve partnering with
specialists and business networks to develop
mechanisms of support for small to medium
enterprises to grow in such a way that it
creates employment outcomes in target areas.
Alternatively, it could involve developing and
scaling up a longer-term program such as
those offered overseas (see above boxes)
focussed on the active linkage of SMEs in the
region to both technical assistance and capital
investment (see figure 12 for an overview of
the structure of such a program). This could,
of course, be done in partnership with relevant
business networks, and even local
governments.
The foundations of such an approach include:

•

•

•

•

Education – increasing the awareness
and knowledge of SME owners about
the technical skills required to support
business start up and growth. Coupled
with activities that highlight market
oppor tunities for business growth
supported by an evidence base and
connection to support for pursuing the
business opportunities;
One t o one suppor t – business
mentoring or one to one specialist
support that helps to scaffold the
business over time and inject specialist
technical skills in a timely and focussed
fashion;
Access to information and networks –
the provision of information in a
proactive manner that reaches out to
businesses and is not reliant on
businesses naturally accessing
information.
Further, the creation of
networking oppor tunities that
proactively link businesses with key
market participants that can support
their start-up and business growth;
Capital – provision or referral to
sources of capital for start and business
growth.
In many instances direct
provision is preferred because the
provider has a deep understanding of
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Figure 12: Potential Structure of a Technical Assistance Program inside GROW, in partnership with Business Networks and Financial
Institutions

•

the market and can therefore manage the
risks of lending in a way that mainstream
lenders cannot.

In the G21 Region there are some existing
programs and supports that could provide the
foundations for this option, including the
support services offered by the Geelong
Chamber of Commerce, Enterprise Geelong
through the City of Greater Geelong, and by
Small Business Victoria. Currently however,
the programs are small scale, relatively underresourced and not linked to jobs creation. If
this option is to be pursued therefore, greater
attention to intensive support, links to capital
providers and a focus on job creation in target
areas would need to be built into the
program, and specific resources identified that
could support this focus within GROW.

Option 3: Partnership with Impact
Investment Fund to Focus on Jobs
Growth
The original recommendations for addressing
disadvant age in t he Geelong Region
proposed that G21 might consider the
establishment of Australia’s first placed-based
impact investment fund. It is possible to create
such a fund independently, or in partnership
with an existing impact investment fund
manager. This section focuses on the form
and function of a range of investment
approaches with a focus on addressing the
technical requirements for the implementation
of such a fund, the key aspects of which are
outlined in figure 13. This includes a general
overview of banking and investment regulation
in Australia, which it is necessar y to
understand particularly if an independent fund
is to be established via GROW.
How is Banking Regulated in Australia?
The Australian Banking and Investment
markets are highly regulated and supervised
markets. The Australian Prudential Regulatory
Authority (APRA), regulates Australian Deposit
Taking Institutions (ADI’s) through a licence
regime that tightly controls the act of deposit

taking. This is designed to prevent a person
from receiving and holding money on another
person’s behalf. Individuals and businesses in
Australia are prevented through law from
using terms such as bank, credit union,
building society.
Exemptions to Banking Regulation
APRA provides a range of exemptions under
the banking legislation and regulations. Of
interest to GROW are the exemptions
provided to Religious Charitable Development
funds (RCDF’s). These funds could represent a
potential partner in terms of placed-based
impact investment in the G21 Region. RCDF’s
are funds that have been established to
borrow and use money for religious and
charitable purposes. Although this fundraising
activity meets the definition of banking
business under the Banking Act 1959, RCDFs
have historically been exempt from the
requirement to be authorised under the
Banking Act provided specified conditions are
met as set out in the exemption order.
 (Source: http://www.apra.gov.au/NonReg/
Pages/religious-c har itable-developmentfunds.aspx). RCDF’s in Australia include most
of the major churches in Australia and
collectively hold over $7 billion in assets. An
example of such a fund is provided in the
adjacent box.
How is the broader investment market
regulated in Australia?
Australia’s broader investment market, which
includes financial advice and non-bank
investment products such as property trust and
equity funds, is regulated by the Australian
Securities and Investment commission (ASIC).
ASIC provides guidance through policy and
regulatory advice and provides a licencing
regime for the market. To provide investment
advice and to hold investor funds in Australia
requires an Australian Financial Services
Licence (AFSL). The type of AFSL required
varies depending on the type of advice or
investment on offer.
One of the most
important distinguishing factors in this licence
regime is whether the advice or investment is
offered to a retail or wholesale investor, the
latter being considered a professional or
sophisticated investor. For retail investment

Baptist Financial Services
(BFS) - formerly Baptist
Investments and Finance
Provides financial solutions for the
development of Christian ministry across
Australia and has been operating for over
30 years.
BFS is a public company
limited by guarantee and a Registered
Charity. BFS is an endorsed Income Tax
Exempt and Charitable Insitution on the
basis of Advancement of Religion for the
operation of financial services.
BFS is a Religious Charitable
Development Fund as defined by the
Australian Prudential Regulation Authority
(APRA).
The company is also a charity within the
meaning of Regulatory Guide 87 and
Class Order 02/184 issued by the
Australian Securities & Investments
Commission (ASIC), which regulates the
provision of financial services.
BFS is the holder of an Australian
Financial Services Licence (AFS Licence
Number 311 062) issued by ASIC, which
requires the company to meet a range of
com pliance and r isk management
conditions.
Client funds lodged with BFS may be used
for loans to Churches, Church
organisations, c har ities and ot her
Christian ministries or applied together
with other cash and liquid investments
which meet the terms of the Trustee Act
1925 (NSW).
the standard of disclosure and financial
requirements on licence holders is much higher
than for investment offered to wholesale
investors, because of the higher levels of
consumer protection offered to retail investors.
Exemptions to Investment Regulation
There are two types of investment available
under ASIC’s licensing regime.
The first
recognises that an investment may be
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relatively small scale and one-off and it is
termed the “twenty, twelve rule”. Under this
rule an investment offer may be made on a
personal basis to not more than twenty people
within a 12 month period and cannot exceed
the amount of $2 million. This approach is
used mostly between individuals who are
seeking to bring together their professional
and/or family connections for investment
purposes.
If this exemption from the
regulation is used regularly or could be
defined in terms of a regular business activity
it is no longer valid and an AFSL would be
required.
The other form of exemption is under what is
termed a charitable exemption from the
licensing requirements set out under Class
Order 02/184. This exemption recognises the
charitable objects of an individual charity and
permits them (provided they meet the
requirements of the exemption) to raise funds
from investors to meet their stated charitable
outcome. This exemption is widely used by
faith-based schools for their building funds and
also by Religious Charitable Development
Funds.
It is worth noting that although the exemptions
provide licensing relief they do not negate the
skill sets required in the raising of deposits,
investments and the broader management of
the funds. If an independent fund were to be
established through GROW, then these skill
sets would be vital in the development and
operation of such a fund.

Figure 13: The Structural Elements Required for a Place-Based Investment Fund through GROW

Types of Investors in the market in Australia
Sophisticated (Wholesale) Investors
This category of investors is defined in the
Corporations Act as an individual who has net
assets of $2.5 million and a net income in
excess of $250,000 per annum. This definition

now captures many more people in Australia
including individuals who have foundations
and other charitable vehicles. Corporations
and bodies corporate are not required to
qualify as sophisticated investors. In general
terms the investor groups that fit within the
sophisticated category are those outlined in
figure 14.
Retail Investors
This category of investor covers everyone who
sits outside the definition of Sophisticated
Investor and ranges from individuals investing
small amounts right through to much larger
sums.
Impact Investment Structures
The examples of impact investment structures
in Table 3 are all framed from the perspective
of making an offer to a sophisticated investor
to invest - with all the structures used also
applicable to the retail market.
A retail
offering requires an AFSL that has greater
l e v e l s o f fi n a n c i a l a n d c o m p l i a n c e
requirements. Taking a retail or wholesale
offering to the market for the purposes of
GROW would require significant investment in
attracting the right staff, or much more simply,
identifying a partner with the appropriate
AFSL.

Figure 14: Entities / Individuals classified as ‘Sophisticated Investors’ in Australia

If GROW decides to partner with an existing
fund manager to pursue place-based impact
investment, some options already exist in the
region. First, as indicated above, connections
to RCDFs through Religious Institutions could
be pursued. Second, the Impact Investment
Group (IIG) (www.impact-group.com.au) has
two existing investments in Geelong - one in
North Geelong, adjacent to Norlane, which is
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Investment
Structure

Investor
Target

Pooled
Sophisticate
Mortgage Fund d Investors
(Unlisted)

Examples:
Social
Enterprise
Finance Fund
(Foresters
Community
Finance)
Social
Ventures
Australia Social
Impact Fund
Contributory
Sophisticate
Mortgage Fund d Investors
(Unlisted)

Example:
Community
Finance Fund
Non-Profit

Property Trust
(Unlisted)

Sophisticate
d Investors

Example:
Impact
Investment
Group Property
Trusts

Technical Specifications

Regulatory
Requirement
s

•Provides debt in the form of loans.
•May be secured or unsecured.
•May focus on any form of lending
i.e. small business loans.
•All the loans are in one “pool”. This
means investors share the risk
across the portfolio.
•Capital remains in the fund until all
loans are paid back or the fund in
wound up.
•If the loans are principle and
interest the capital can either be
reinvested or returned in to
investors in proportion to their
investment.
•Income for the fund is derived from
interest payments.

Requires an
Australian
Financial
Services
Licence.

•Provides debt in the form of loans.
May be secured or unsecured.
•May focus on any form of lending
i.e. small business.
•A master trust is formed and each
loan sits under the master trust as
a separate loan.
•Investors choose the loan into
which they want their money
invested. They may have single or
multiple investments.
•Depending on how the fund is
structured (interest only or interest
and principle) investors may
receive a return on their investment
and capital back along the way.
•Income for the fund is derived from
interest payments.

Requires an
Australian
Financial
Services
Licence.

A trust structure is used to raise
investment capital which is then
used to purchase and hold equity in
the assets. Depending on how the
trust is structures it may hold one or
multiple assets. Income for the trust
is generated through the rent or
lease arrangements with tenants in
the building.

Disclosure
Requirements

Pros

Cons

Must produce a
product
Disclosure
Statement for
investors.

A simple
straightforward
structure that is easy
to explain to
investors.

Cannot be left open
ended for further
capital raising.

The Application
form in the PDS
must have a
Sophisticated
Investor
Declaration.

Similar to other
investment products
on the market and
therefore familiar to
investors.

Can be specifically
Does not have to tailored to meet
be registered with investor’s needs.
ASIC.

Must produce a
product
Disclosure
Statement for
investors.

Allows investors
options in terms of
investment selection
and therefore risk
management.

The Application
form in the PDS
must have a
Sophisticated
Investor
Declaration.

Provides for a
structured exit
strategy over the
course of the loan
term.

Must produce a
product
Disclosure
Statement for
investors.
The Application
form in the PDS
must have a
Sophisticated
Investor
Declaration.

May not be attractive
to financial advisors
because it cannot be
placed on
investment
platforms.

More complicated to
explain as an
investment structure
than a pooled fund.
Less familiar in the
contemporary
investment markets.
Cannot be traded
because it is
unlisted.
May not be attractive
to financial advisors
because it cannot be
placed on
investment
platforms.

Does not have to
be registered with
ASIC.

Requires an
Australian
Financial
Services
Licence.

Cannot be traded
because it is unlisted
and therefore may
be difficult to exit
investors.

Provides a vehicle for
direct property
ownership by
investors together
with the potential for
capital gain.
Is a relatively
straightforward
investment structure.

Cannot be traded
because it unlisted
and because of the
illiquid nature of the
assets may be
difficult to provide
easy investor exit.
There may be stamp
duty and capital
gains tax issues
which could affect
investor returns.

Does not have to
be registered with
ASIC.
Equity Fund

Sophisticate
d Investors

An investment structure is used to
raise capital for the pooling of
selected equity in businesses.
Equity may be taken in publically
traded equity or in privately held
business. The due diligence and
selection process in significantly
increased if the businesses are
privately owned.
In some instance the managers of
the fund or investors themselves
may take positions of the Boards of
the companies and/or provide
technical assistance.

Table 3: Examples of Impact Investment Structures

Requires an
Australian
Financial
Services
Licence.

Must produce a
product
Disclosure
Statement for
investors.
The Application
form in the PDS
must have a
Sophisticated
Investor
Declaration.

Provides access to a
vehicle in which to
specialise in equity
investment in
companies which
requires a different
approach to the task
of providing a loan.

May provide
challenges in terms
of investor exit if the
business cannot with
pay back the capital,
cannot be traded or
sold.

Does not have to
be registered with
ASIC.
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a GROW target area, and one in the CBD
(the TAC building). IIG is keen to strengthen
its social impacts in relation to these
investments. This represents an opportunity for
GROW, particularly as their impact scorecard
suggests that two of their impact targets are to
realise:
• Elimination of concentrations of
disadvantage
• Full employment (6% or less
unemployment)
Other fund managers may also be interested
in partnering with GROW to realise a placebased investment fund. In particular, SEFA
(www.sefa.com.au), Foresters Community
Finance (www.foresters.org.au/) and the
Social Ventures Australia Social Impact Fund
(http://socialventures.com.au/work/sva-socialimpact-fund/) could be approached to explore
partnership around such a fund.
It would
extend the experience of all these fund
managers into new territory (ie. into SMEs
rather than just social enterprises; and into
place-based impact investment), and they may
be willing engage in further design work
around the creation of foundations for such a
fund over the life of GROW.

Option 4:
Regional SME Growth
and Investment Focus (linking to
target areas wherever possible)
The fourth option is centred on structuring
investment specifically on those SMEs who are
looking to grow and therefore are more likely
to be creating jobs in the region. It is not
place-focussed to the same extent as other
options, but rather, it is regionally focussed,
with the aim being that some of the jobs
generated could be accessed in target areas
(this would need to be pursued intentionally as
part of the process). This option centres on
GROW providing a regional invitation to The
Australian Small Scale Offerings Board
(ASSOB).
The Australian Small Scale
Offerings Board (ASSOB) was conceived as a
way for small businesses to gain access to
growth capital, without the prohibitive
expenses of listing on a stock exchange.
ASSOB was designed as a mechanism for
SMEs to move beyond bank loans as sources
of capital for development and growth and to
access equity-based growth capital in the form
of unlisted securities. In other words, it
represents a channel through which growth
capital can be matched to qualifying SMEs,
providing them access to the investment that is
needed to grow their business, and in turn, the
capacity to create jobs in the region. It is also
a mechanism through which local investors can
invest in the growth of local businesses, and
therefore in the creation of local jobs.
ASSOB uses an online platform to deliver its
matching services for capital raisings up to $5
million dollars. ASSOB itself does not invest,
promote or market investments outside the

platform or provide financial advice. ASSOB
operates under an ASIC Class Order
Exemption 02/273 (Business Introduction or
Matching Services) and is a unique service in
Australia.
ASSOB also provide technical
assistance through the application of their
skills in the development of offer documents
and other “go to market” preparation. The
ASSOB process involves companies linking
with an authorised ASSOB sponsor, who
provides business and governance advice,
ensures the company has an appropriate
s h a r e c a p i t a l s t r u c t u r e a n d fi n a n c i a l
credentials and writes a compliant offer
document. ASSOB is a compliant, affordable
and effective way of addressing the ‘equity
gap’ that SMEs in Australia face in their
growth and development. To date ASSOB has
helped Australian businesses raise over
$141Million.
Regional Strategy
During 2014 ASSOB launched a regional
strategy to explore ways to increase the
application of the platform on a place basis.
This strategy focuses on building partnerships
with local organisations who are already
supporting business growth and innovation
alongside local businesses.
Central to the strategy is taking entrepreneurs
beyond start-up and business growth to
preparing themselves for investment.
The
nature of the platform allows for local
investors to sign up to ASSOB and participate
in capital raising on a local level.
The value underpinning the ASSOB model and
a localised approach is that it removes the
requirement to meet ASIC regulator y
requirements because ASSOB does this on
behalf of the business.
It also creates an
online market place for businesses and
investors to meet, and thereby the platform
facilitates introductions that may otherwise not
occur.
Pursuing a localised partnership with ASSOB
for the Geelong region is a distinct and
potentially very valuable relationship in the
further implementation of the business plan.

Option 5: Investment Advocacy and
Opportunity Approach (with Focus
on Outcomes).

The fifth option positions GROW as more of a
broker for investment into target areas. This
would involve identifying opportunities such as
those explored in the action research section
above, and then brokering appropriate capital
(whether that be strategic philanthropy or
impact investment) into those opportunities.
This option would leverage the combination of
G21’s vertical relationships and Give Where
You Live’s horizontal relationships to ensure
that appropriate ‘investments’ are made in
target areas that could generate employment

opportunities.
This could be seen as a
‘default ’ option, not requiring specific
resourcing in an ongoing way. HOWEVER, if
it is to be more than this, then it should be
subject to specific targets within the GROW
program, and key performance indicators for
investment should be added to the roles of
both the coordinator and regional opportunity
broker positions within GROW.
The strength of this option centres on the
recognition that it is not only investment capital
focussed on generating financial returns that is
needed to address persistent place-based
disadvantage and to generate jobs (as the
Baptcare example above illustrates). This
option could ensure that all capital flowing
into the region also considers how social
outcomes in target areas could be generated
(for example, the GRIIF funding could include
a criteria about employment outcomes in
target areas, not just general employment
outcomes). Further, this option has the
potential to ensure a focus on ‘right capital’ or
‘fit-for-purpose’ capital in terms of generating
GROWs outcomes. This may mean extending
the focus beyond SMEs and job creation, to
include advocacy for funding affordable
housing, health and transport in target areas which are all critical in addressing place-based
disadvantage - as researchers in other
locations have identified:
‘provision of a wide range of transport and
social infrastructure is at least as important
as business investment in determining
sufficiency of access to employment for
residents of Sydney’s outer suburban
areas’ (Fagan and Dowling, 2005;p.80).
The challenge with this option is that
achievement of outcomes
will require
resourcing, but in a manner that will be less
visible (eg. time investment by staff) than some
of the other options.

Conclusion

This report has outlined various options for
developing a place-based impact investment
strategy within GROW.
The report has
included:
1. An analysis of how SMEs could be the
focus of such an investment strategy, and
outlined research examining the nature and
number of SMEs in and around target
areas.
2. An overview of five options for place-based
impact investment within GROW, ranging
from supporting microenterprise within
target areas, to broader initiatives to
stimulate and support SME development in
the region, with a focus on then generating
job opportunities that could be accessed by
job seekers in target areas.
For further information about GROW as a
whole, or to explore other elements of
GROW, please refer to the other booklets in
this series and to the overall business plan.
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Appendix One: A Short Overview of Impact Investment
What is ‘impact investment’?
The Global Impact Investment network defines
impact investment as:
“…investments made into companies,
organisations, and funds with the intention
to generat e measurable social and
environmental impact alongside a financial
return.” (http://www.thegiin.org/cgi-bin/
iowa/home/index.html)
Impact investment is a national movement
bringing social change agents and investors
together to harness the capital markets. This
is evidenced by a growth in specialised funds
and fund managers; a growing pool of
committed investors; organisations and
projects orientating themselves to use of this
form of capital; professional networks and
industry associations; and government support
from a wide array of jurisdictions.
“In 2011 alone, significant pools of capital
were attracted to impact investment as a
result of new fund launched, supportive
government policy and a penchant for
collaboration by investors with shared social
objectives and complimentary financial
expectations.”
(The Impact Investor: People and Practices
Delivering Exceptional Financial and Social
Returns, March 2012)
Placed based impact investment extends this
idea and focusses investment within a defined
geographical area of social, environment or
cultural disadvantage

The roots of impact investment
A traditional investment approach maximises
return through investments that manage the
risk of capital loss. That is not to say that all
risk associated with the investment has been
removed but that the management of that
capital is such that risk is disclosed and
managed.
Ethical Investment has a long history in the
northern hemisphere dating back to the
1900’s and the actions of the Methodist
Churches and Quakers as they screened out
any use of their money for investment in
tobacco and alcohol production. Spagnolo
(2007;p9-10) cites a further example of this
during the Vietnam War where graphic
pictures of the war entered the living rooms of
Americans through television. These graphic
images influenced the actions of investors as
they sought ways of expressing their moral
outrage against the war.
Over the preceding decades the Ethical
Investment movement has continued to
develop slowly but surely. As with the early
movement the investment strategy continued to
focus on screening investments according to
ethical criteria – taking out those investments

that might cause harm i.e. tobacco and
leaving in investment that make a positive
contribution i.e. medical research. The early
development of this work was highly niche
with only a few specialist financial advisors
and fund managers taking an interest.
By the 1980’s Ethical Investment had started
to development as an approach to investment
in Australia, preceded by the campaign to
save the Franklin River in Tasmania.
This
c a m p a i g n p r o v i d e d o n e o f t h e fi r s t
opportunities in Australia for shareholder
a c t i v i s m – t h ro u g h t h e f o r m a t i o n o f
shareholder voting blocks. As with the early
Methodist approaches this approach allowed
people to use their invested fund to influence
social change through the power of the capital
markets.
Across the 1990’s and into the early 2000’s
saw the emergence of Socially Responsible
Investment and umbrella term that described a
more developed framework for screening
investment. This approach saw the emergence
of what is known as the ESG (Environmental,
Social and Governance) Screen.
This was
important because for the first time the areas
of screening could be categorised and this
enabled a purposeful and proactive approach
to the screening process. It also highlighted
the paucity of investment opportunities across
these categories particularly in the area of
social outcomes.
The next landmark development in the Socially
Responsible Investment space came in 2015
with the establishment through the United
Nations of the Principles for Social Investment.
The principles are as follows:
Principle 1: We will incorporate ESG issues
into investment analysis and decision-making
processes
Principle 2: We will be active owners and
incorporate ESG issues into our ownership
policies and practices
Principles 3:
We will seek appropriate
disclosure on ESG issues by the entities in
which we invest
Principle 4: We will promote acceptance and
implementation of the Principles within the
investment industry
Principle 5: We will work together to enhance
our effectiveness in implementing the Principles
Principle 6: We will each report on our
activities and process towards implementing
the Principles

Principle 4 through to 6 have become an
important part of galvanising a movement
towards mainstreaming the concept that the
capital markets can take into consideration
more than just financial return. In fact these
principles reinforce a view that negative
screening is not enough but positive screening
that seeks out social change is possible.
It is against the back drop of ethical and
socially responsible investment that social
investment emerged as developing and
developed countries explored ways to tap into
the capital markets. In both the United States
of America and in the United Kingdom this
saw the intervention of successive governments
seeking to use government money to attract
private capital.
As this work has developed and taken hold
over the last decade the concept of impact
investment has emerged.
As interested
investors have sought opportunity and investee
have sought capital for social outcomes the
market has begun to develop that reflects the
shape of the mainstream investment market but
is specifically designed for social outcomes.
The themes emerging from the history of
impact investment are important to this
business case and can be taken as principles
on which to establish a place based investment
approach and they include:

•
•

•

Market Development - this is an old
tradition that is continuing in its evolution
through breaking new ground.
Values and blended value - play a central
role in the investment approach and are
key to the kind of investors that will
participate.
A better world – activism orientated to
social change is a key goal of impact
investment, capital is the means not the
end.

