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Reflections on a 
post-pandemic future
Asserting the ‘social’ in social investment

Overview 

Social investment can be defined as repayable financing to generate social and financial 
returns. Positive social outcomes are intentional rather than incidental. While still niche, it has 
been growing rapidly, with Big Society Capital reporting a six-fold increase in the size of the 
UK market between 2011 and 2019.

When the first COVID-19 lockdown was imposed in March 2020, 31 of the UK’s largest institutional 
social investors issued a statement indicating their commitment to work collectively to support existing 
beneficiaries by flexing repayment conditions.

There was further recognition that additional liquidity will be required to support crisis 
response, and that this should be packaged in new ways to meet shifting needs. In May 2020, 
for example, £30million from dormant accounts was released to develop new blended social 
investment products (e.g. blending grants with loans).
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From our perspective at Traverse, these actions aimed at increasing supply, diversifying products, and 
managing repayment; while welcome, are not the crucial tests for social investment. If the distinguishing 
feature of social investment is the intentionality to achieve positive social outcomes, then we should 
examine whether and how this form of financing supports the achievement of positive outcomes. This arena 
is replete with assertions about the benefits of social investment that, upon further interrogation, may lack 
evidential support. 

Evidencing these claims has become more important given the massive public debts incurred by 
Governments around the world combating the immediate deleterious effects of the pandemic, and the 
growing narrative around the role of social investment in post-COVID recovery. There is a risk that the 
word ‘social’ may simply create a halo effect around a wide range of investment approaches that do not 
always generate meaningful improvements in the lives of people that would not otherwise have happened. 

What we’re seeing now 

While much has been done to grow the supply of social investment, there has been less effort at 
developing demand-side capacity, with the Connect Fund and Good Finance being important exceptions. 
Working with umbrella bodies such as Disability Rights UK, the LGBT Consortium, the Birmingham 
Voluntary Service Council and others, we know that most voluntary and community sector organisations 
and social enterprises (VCSE) are not aware of social investment or think that it is irrelevant.

While the numerous emergency COVID-19 funds disbursed as grants have been a crucial lifeline, our 
work in supporting the LGBT+ Futures COVID-19 Response Fund and Sport England’s Tackling Inequalities 
Fund leads us to caution against over-reliance on grants in the post-COVID landscape, at the expense of 
strategic income diversification.

A recent survey by the Association of Charitable Foundations (ACF) found that while 86% of foundations 
are planning to maintain or increase grant-giving in 2021, 40% are expecting to have a negative impact 
on their own finances. Many are uncertain about the longer term. The largest foundations expect to be 
most affected, leading to potentially more constricted grant budgets in the future. The ACF, additionally, 
felt that societal expectation and financial prudence will demand that foundations invest more intentionally 
and responsibly in the years ahead. In other words, while grants remain important, there is far greater 
recognition of the role of social investment in the post-COVID landscape.

Segments of the VCSE sector are starting to awaken to the possibilities of social investment as the dust 
continues to settle around crisis COVID-19 response. A key observation from our work supporting service 
(re)design and delivery throughout the pandemic has been the remarkable ability of the various players to 
innovate at speed. Some have begun to recognise the income-earning potential of their innovations. Social 
investment can play a crucial role in scaling up such innovations to widen impact – vital if recovery is to focus 
on ‘levelling up’.

Social investment can play a crucial role in 
scaling up such innovations to widen impact – 
vital if recovery is to focus on ‘levelling up’”.
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Narratives around post-COVID recovery place strong emphasis on ‘sustainability’ and ‘fairness’. If these 
futures are to become reality, we need to pay far more attention to outcomes. The rhetoric around outcomes 
is becoming more clearly articulated in the ‘building back better’ agenda, which has seen a reinvigoration 
of the Public Services (Social Value) Act. However, balancing ‘spend’ against ‘value’ has never been 
straightforward, as our work training public sector commissioners through the Commissioning Academy has 
shown. It will become even more challenging in a post-COVID world where competition for resources may 
intensify.

Efficiency without quality is unacceptable. Quality without efficiency is unsustainable. In our opinion, 
these twin drivers are likely to result in an intensification of models that align financial incentives with the 
achievement of social outcomes. There will also be a desire to achieve better outcomes at scale – an 
aspiration that is likely to find new impetus in the levelling up agenda.

Our work with Governments in the UK and internationally reveals a growing focus on using levers 
available to the public sector to drive both efficiency and outcomes. For example, we have been using our 
experience in supporting UK Outcomes Funds to help Governments in Japan, Hong Kong and Abu Dhabi 
to design context-appropriate Outcomes Funds to scale up impact while reducing transaction costs.

If social investment is to fulfil its promise in post-COVID futures, we must be certain that benefits outweigh 
costs. Critically, we must only engage in the forms of social investment that add to the creation of public 
value, rather than those that predominantly extract value. 

If social investment is defined by the orientations, attitudes and behaviours of social investors, then it 
is illuminating to examine how these players have been behaving during the pandemic. We recently 
concluded a review of around 30 outcomes-focused projects that involve social investment. The findings 
are encouraging. 

While COVID-19 increased risks to capital significantly, it is encouraging that social investors have not 
withdrawn. Instead, they have backed widened and more holistic support to service beneficiaries. In 
projects that worked best, social investment is used proactively to support flexibility to meet shifting needs, 
thereby enabling an unwavering focus on outcomes.

The relational underpinnings of social investment are the key to its success. Orientations and behaviours 
of social investors, rather than the supply of money per se, are what makes the commitment to social 
outcomes tangible and real.

What comes next?

Social investment often comes across as a numbers game. For example, the Global Impact Investment 
Network estimated that the global size of impact investment was US$502 billion in 2019. Elsewhere, the US 
SIF Foundation’s biennial report on US Sustainable, Responsible and Impact (SRI) Investing Trends has put a 
value of US$17.1 trillion on SRI in the US alone in 2020. There is now talk of the transformational potential 
of unlocking the US$38 trillion held in global pension funds, to enable these to be drawn down for impact 
investment.

Definitional issues aside, there is consensus that ‘socially-minded’ investment is a big, and growing, market. 
Yet this obsession with size can cast social investment as curiously detached from the social worlds within 
which you and I inhabit, and the lives that social investment seeks to improve.

We often hear from the people we work with, be they from the public, private or VSCE sectors, that 
social investment is perceived as being no different from conventional financing. Indeed Social Enterprise 
UK questioned the point of social investment if it is largely deployed as commercial loans during the 
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pandemic. We need to socialise social investment. The current finance-driven narratives fail to convey the 
values-driven approaches towards using financing as a means for securing better outcomes.

We issue the following provocations with the aim of challenging players to fulfil the potential of social 
investment in creating positive futures:

• Clarify the rationale for, and objectives achieved through, different social investment approaches 
rather than simply describe the forms of social investment. Our work has shown that social investment 
can act as shorter-term working capital to overcome barriers imposed by high mobilisation costs; as 
patient capital to support course-correction for achieving longer-term outcomes; as capital to create 
further commercial opportunities; as investment in capacity building within specific entities or sectors; and 
as insurance against under- or poor performance. To achieve each of these objectives requires social 
investment to be structured, deployed and managed in different ways.

• Shine a light on the behavioural traits and values orientation that make social investment a 
success, over and above the structuring of finances. Our work has shown the importance of governance 
and structures that promote collaboration, flexibility, and collective ownership of outcomes and of risks. 
Being able to more clearly articulate the features of ‘good’ social investment will help players select 
appropriate ‘matches’ more transparently.

• Guard against innovation ‘lock in’ whereby we simply accept that social investment can only 
be what it looks like currently. This can be driven by intentional action to promote specific vested 
interests, but are more commonly due to uncritical replication of existing models. Our work has shown 
how social investment needs to be adapted to specific contexts and needs, even though there are often 
strong desires to standardise and simplify. Uncritical adoption of models risks reducing social investment 
to a series of technocratic actions.

• Do not treat ‘risk’ simply as a ‘negative’ to be avoided. Our work has shown that sensible management 
of risk frequently turns into wholly disproportionate steps to eliminate risk. This can lead to ‘invisible 
costs’ and can promote structures and behaviours that lead to the acceptance of ‘doing good’ rather 
than encouraging ‘doing good better’. Treating risk as an opportunity for improvement opens up the 
space for social investment to bring about transformative change through innovation. 

We are therefore calling for a ‘braver’ form of social investment that does not shy away from the scary 
challenges of a post-COVID world, but instead sees these risks as a real opportunity to recalibrate how 
we understand and create value collectively. 

Chih Hoong Sin 
Social Investment & Innovation Lead
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