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FOREWORD

FOREWORD

One of the most pressing questions facing a developed country like the UK is how to put our considerable
resources to work in innovative ways to address major social challenges.

These challenges, from social exclusion to long-term ill-health, and from demographic change to climate
change, are growing. But the ability of our public services and civic society to respond is too often
constrained by straitened public finances or by institutional inertia.

There is widespread agreement that innovative approaches hold the key: shifting our efforts from treatment
to prevention, and replacing central control with the energy of empowered citizens and communities.

Social investment can help us achieve this. By financing new approaches, increasing the diversity of
provision, and allowing money to be diverted from the symptoms of social problems to their causes, it helps
innovation take root.

The government’s enthusiasm for social investment, exemplified by their establishment of the Big Society
Bank, is to be welcomed. We are excited to see the realisation of a project envisaged 11 years ago when the
Social Investment Task Force began its ground-breaking work.

The Big Society Finance Fund is a practical contribution to this project. Working with Panahpur and UnLtd,
two of the UK’s leading social investment charities, we have constructed a portfolio of pilot investments to
demonstrate the kind of products and services that a thriving social finance sector could enable. Alongside
the portfolio, we are publishing two substantial pieces of research, looking at UK investors’ interest in social
investment, and the demand for finance among social enterprises and the organisations that serve them.

‘We hope that the Big Society Finance Fund, through its portfolio of projects and research base, offers a
helpful practical contribution to the development of the UK’s social investment market.

As always, we welcome your thoughts.

Stian Westlake
Executive Director of Policy and Research, NESTA

April 2011
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identifying how the mass affluent (defined as

individuals with investment assets between
§50k and &1 million) may respond to social
investment products:

T his report takes three different approaches to

1. Key drivers - regression analysis has been
used to identify statistically significant drivers
of the likelihood of investing in social/ethical/
community investments.

2. Product testing — four products (charity
bond, community business share issue, social
enterprise property fund and social investment
fund) were presented to the interviewees and
a battery of questions were asked to gauge
reaction. The reactions were analysed to
identify statistically significant differences in the
appeal of these products to different types of
consumers.

3. Motivations — questions about motivations for
making social investments were developed based
on the findings of the qualitative research. The
responses of the survey sample are clustered
to identify other interviewees responding in a
similar way. These clusters are subsequently
examined to see how they respond to the
products and labelled accordingly. The clusters
labelled ‘active interest’ and ‘passive interest’ are
particularly interesting in terms of identifying
motives for social investment.

This report presents compelling evidence from
quantitative research, which when combined with
earlier qualitative research,' shows that many of
the more affluent wealthy individuals (over £100k
of investment assets) can be motivated to try social
investments. A combination of research approaches
reaches the conclusion that the primary motivator
for this group is ‘social/ethical values’. They are
motivated by a desire for wealth to achieve a social
good as well as have the potential to produce a
return. There would be most interest from this
group in the social enterprise property fund and
the social investment fund. They like the idea that

social investment will see their money recycled and
make charities/social enterprises more business-
like. The potential for a lower return or for the need
for social enterprises to work with government are
not a barrier to involvement. The overwhelming
motivation for becoming a social investor is that, as
with other parts of their lives, their wealth should
have a positive impact on society.

The report has more reservations in its conclusions
on those with investment assets between £50k and
§£100k. The evidence in this report shows that the
drivers are not homogeneous within this segment.
Key drivers relate to demographic and situational
factors to do with age, having children at home

and how the individual feels about their financial
situation. There is a desire for novelty and newness,
which is not related to social good. Overall there is
a sense that many of these potential social investors
are not particularly happy with their current
financial situation. The charity bond and community
business share issue would generate greater interest
among this group. However, a product provider
should be cautious, as the evidence is that there is
complexity in relation to the diverse motivations

of this group. In particular, the need for control
over the specific charities/social enterprises
benefiting and some lack of trust that social good
will result. These issues mean that social investment
products for this group are more difficult to present
appropriately. Further research and product testing
will be important to ensure there is not a mismatch
of expectations between the product provider and
this less affluent group of potential social investors.
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study of qualitative and quantitative
joint research into social investment was
commissioned by NESTA.

The study had two stages: Stage 1 was a qualitative
study to obtain the initial knowledge of the types of
individual and products that are likely to be important
in the growth of the market for social/community
investments. This stage comprised 26 in-depth
interviews with investors with more than a million
pounds of investment assets and existing social
investors, and three extended focus groups with the
mass affluent. The fieldwork period was between mid
November 2010 and mid December 2010. An interim
report was published by NESTA in February 2011.2

Stage 2 was a quantitative online study with a
sample size of 505 respondents having investment
assets of §50k to &1 million. The survey was
conducted by using an online questionnaire based
on the findings of the qualitative stage. Four concept
products were tested in this stage, which had been
refined following the qualitative research. Quotas
were set on asset amounts and age, to make sure
that a representative sample of mass affluent
investors was achieved. The fieldwork period was
between end of January 2011 to the beginning of
February 2011. The quantitative study itself has
been divided into three sections: regression analysis
to define the characteristics of the mass affluent
with respect to interest in social investment (see
Appendix 5), the testing of four product concepts
and cluster analysis (see Appendix 6) to define
consumer segments in terms of the motivations.

What is social investment?

The UK is facing new and changing social challenges
like climate change, an ageing population, and
chronic health problems. These challenges are
leading to increased demand and higher cost in
public service delivery.

The UK needs to find innovative ways of delivering
public services and addressing our pressing social

needs. Future services will need to prevent rather
than respond to problems, and will need to draw
on the experiences of innovative civil society
organisations, social enterprises and other non-
traditional providers of public services to do this.

Like commercial businesses, social enterprises,
charities and community organisations need to be
able to access finance and investment to deliver

and grow their services. Social investment is using
money to finance these organisations, aiming to
achieve a social benefit and modest financial returns
in the process.

Economic Background

This research is being conducted at a time of
economic uncertainty. In particular, the government
is in the process of implementing significant
cutbacks. Many individuals during the qualitative
phase of the research drew a connection between
the interest in social investment and the planned
reduction in government expenditure. A question
was asked in the survey to give a sense of how the
economic confidence of mass affluent investors
compared with the general population in January/
February 2011 at the time of the survey.

Forty-five per cent of mass affluent investors
considered the general economic condition would
get worse in the next 12 months, 21 per cent that

it would improve and 31 per cent that it would

stay the same. Ipsos MORI uses these responses to
create an index of Economic Optimism (measured
as the percentage who think the economy will
improve less the percentage who think the economy
will worsen), which is calculated monthly for a
representative sample of the GB population. Figure
1 shows that the -24 score is slightly better than that
of the general population at around -29. Although
this is significantly better than during the recession,
it shows that the survey was conducted at a time
when the overall sense of economic optimism is
relatively low.
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Figure 1: Economic Optimism Index
Do you think that the general economic condition of the country
will improve, stay the same or get worse over the next 12 months?
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PART 1:

INVESTING TO HELP SOCIETY
- WHO WANTS TO DO THIS?

he gquantitative research study was
undertaken among individuals with wealth
available to invest in portfolios of between

£50k and £1 million. This group is described in this
piece of research as the mass affluent.

The data (see Appendix 1 for summary) showed
significant differences between individuals with
£50k to £100k of investment assets and those
with between £100k and £1 million. There are
demographic differences between these two
groups, but there are also many differences

in the key factors that drive the initial interest

in investing in a way that may benefit society.
(Appendix 5 gives an explanation of the statistical
techniques used to derive these key drivers.) For
these reasons, the two sub-segments have been
reported separately in this report. Later in the
report it will be shown that those with investment
assets of between £100k and £1 million are more
appropriate to provide the type of risk capital that
many social enterprises/charities require.

The statistically significant influences have been
derived from responses to two questions for both
those with £50-£100k and £100-£1 million of
investment assets:

1. How likely would you be to invest in a
financial product that, as well as giving you
a comparable return on your money, has a
positive impact on society, helps a good cause
or has other ethical or beneficial effects? (An
interest in investing in a way that benefits
society.)

This question has been carefully worded so that
potential investors are not being asked to sacrifice
return in order to achieve a social outcome.

2. How satisfied would you say you are with your
overall financial circumstances? (Financial
wellbeing.)

Question 2 is one of several questions asked that
relate to financial wellbeing. This is an opportunity
to gain a greater understanding of drivers of

financial wellbeing for the mass affluent with a
view to understanding what role social investment
may play in increasing financial wellbeing in

the UK population. If there is or could be a
connection, it could influence the way in which
social investment is presented to potential social
investors. For wealthy individuals, the investment
portfolio is likely to influence their overall financial
wellbeing.

1.1 Investors with between £100k and £1
million of investment assets

The key characteristics of this group compared
with the group with £50k-£100k of investment
assets are:

e Older - more likely to be over 55.

e [ife satisfaction, financial satisfaction and
financial wellbeing - more likely to score
highly.

1.1.1 What will drive these people to invest with a
social objective?

Social/Ethical Values
The attitudinal statements that contribute to
social/ethical values are illuminating. They are:

e “When investing, | would like my money to
do some good as well as provide me with a
return”.

¢ “My investment portfolio reflects my ethical
values”.

e “| like to be involved in local community
activities”.

In this survey around one-third of the population
agreed with each of these statements, which
suggests that there is a substantial opportunity
for investment products that appeal to those with
ethical values.
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Table 1: Significant drivers of likelihood to invest with social/ethical purpose

Regression Variables (E100k+ asset group) Relative contribution

The extent the respondents agree with these three statements (labelled ‘Social/Ethical Values’): 65%
¢ When investing, | would like my money to do some good as well as provide me with a return
* My investment portfolio reflects my ethical values
¢ | like to be actively involved in local community activities

Age of the respondents 35%
Figure 2 illustrates the higher likelihood of in community action and a desire for money
investing in a product with social/ethical content invested to achieve a purpose beyond return.
when an interviewee tends to agree with the Later in the report we explore further what
statements that define an individual’s ‘social/ motivates investors to become involved, i.e. to
ethical values’ and vice versa. participate in the social investment market. For

the wealthier mass affluent, it is already clear that

Interest in investing with a social purpose is they are putting their social/ethical values into
consistent with their ethical view reflected action.

Figure 2: Social/Ethical Values - a driver of social/ethical investment (over £100k investments)

Social/Ethical Values and “How likely would you be to invest in a
financial product that has social or ethical benefits?”

Variable Q4. To what extent do you agree or disagree with the following statements?

When investing, | would like my money to do some good as well as provide me with a return
|
Agree (170) 12% 67% 21%

Neither/nor (108) 62%
| | | | |
Disagree (28) 54%
I I I I I
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

My investment portfolio reflects my ethical values
|

Agree (89) 17% 57%

Neither/nor (155) 37%
| |
Disagree (62) 48%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

| like to be actively involved in local community activities
| |

Agree (117) 25% 55%
Neither/nor (113) | 35% |
Disagree (76) : %3% :
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Neither likely nor unlikely/Fairly unlikely to invest . Fairly likely to invest . Very likely to invest
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Figure 3: Age - a driver of social/ethical investments (over £100k of investments)

Age and “How likely would you be to invest in a financial product
that has social or ethical benefits?”

Under 40 (57) 19%
|

40-54 (110) 29%
| |
55 or over (139) 42%
| | |

0% 10% 20% 30% 40%

Neither likely nor unlikely/Fairly unlikely to invest

Age

Importantly, younger wealthy mass affluent
investors are more likely to invest with a social
purpose. Figure 3 illustrates the significance of
age on likelihood to invest.

This seems to be likely to be influenced by
changing financial goals. The under 40s are likely
to have goals relating to family financial security,
quality of life, retiring early and supporting
children’s education. For the over 55s, financial
goals are entirely dominated by enjoying life
after retirement without having to worry about
income. Another factor interrelated with age is
having children. Having children under the age
of 18 living at home increases the likelihood of
considering investment with a social purpose. Is
this because the presence of the young people
encourages us to think about future generations?
Further research would be required to understand
more fully the reason for age being important.

Whatever the reason, for those that are fortunate
enough to be among the wealthier mass affluent,
a more positive reaction will come from those
investigating investments with a social purpose
earlier in life.

Table 2: Significant drivers of financial wellbeing

Regression Variables (£100k+ asset group)

50% 60% 70% 80% 90% 100%

. Fairly likely to invest . Very likely to invest

1.1.2 Drivers of Financial Wellbeing and the role
of Social Investment

There are only two statistically significant
influences driving the answer to the question as
to how satisfied a person in this group is with
their overall financial circumstances.

A. Satisfaction with how investments are
meeting financial goals

This variable is more than twice as important
compared with the other influence (satisfaction
with knowing where your money is ultimately
invested - see below).

All respondents had at least one of the following
five goals shown in Table 3.

The findings show that financial wellbeing involves
knowing whether the current range of investments
is meeting these goals. Given the enormous
importance of these goals, it will be important

to present social investment in such a way as to
either assist with meeting these goals or at least
not make their achievement significantly less likely.
This is particularly important if social investment

is viewed as part of an investment portfolio by a
potential investor as opposed to philanthropy or a

Relative contribution

How satisfied are you with how your investments are meeting your financial goals? 71%

your money is ultimately invested?

How satisfied are you with your current range of investment product in terms of knowing where 29%
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n

Table 3: Financial goals (over £100k of investment)

Enjoy life after retirement without having to worry about income 87%
Support my child(ren)’s education 26%
Make sure | (and my family) are financially secure 73%
Improve my quality of life 57%
Save enough money to retire early 34%

new activity. The potential social investor may need
to be helped to achieve the goal of using wealth
for a social purpose without having a sense of
reducing the likelihood of achieving the important
financial goals contained in Table 3.

B. How satisfied are you with your current range
of investment products in terms of knowing
where your money is ultimately invested?
Although less important than the previous factor,
nonetheless, it would add to financial wellbeing
if an investor is satisfied with the ultimate
investment. This is an interesting variable to be
significant, as the implication is that products
that are opague as to the ultimate investments

in a portfolio are likely to be unhelpful for the
wellbeing of this group. It seems likely to be

the case that, for some investors, having social/
ethical products in the portfolio will increase the
wellbeing that the portfolio generates. Giving the
social investor a real sense of understanding the

ultimate social enterprise/charity that is using the
funds and how the money is being used is likely to
help improve financial wellbeing.

1.2 Investors with between £50k and £100k
of investment assets

The key characteristics of this group compared
with the group with more investment assets is
that they are:

e Younger - more likely to be under 40.

e [ jfe satisfaction, financial satisfaction and
financial wellbeing - more likely to score low.

e /nvesting with social impact - expressed
greater interest in doing so.

Table 4: Significant drivers of likelihood to invest with social/ethical purpose

Regression Variables (£50-£99k asset group)

Relative contribution

e | am very interested in financial matters

Age in combination with family (see below) 20%
Family (having kids under 15 years old at home) 17%
Satisfaction with overall financial circumstances 14%
Discretionary expenditure enabling you to “live your life” 9%
The extent the respondents agree with these three statements: 9%

¢ | like to investigate new investment opportunities and products
¢ | like to be one of the first to take out new products/services and try new things

Current personal financial goal as ‘Enjoy life after retirement without having to worry about income’ 8%

Satisfaction with the investments meeting the personal financial goals 8%

Level of knowledge about investments that also offer ethical, community or social benefits 8%

Charitable Ratio (charity donation over the past 12 months divided by gross annual household income) 7%
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1.2.1 What will drive these people to invest with a
social objective?

There are many more factors for the less wealthy
mass affluent group that lead to them being likely
to invest with a social purpose. There are eight
factors, compared with the two for the group with
a higher level of investable assets. These being:

1. Age (with children) - those with children at
home become less likely to invest socially/
ethically as they get older.

Age (without children) - those without
children at home are more likely to invest
socially/ethically as they get older (i.e. over
40).

2. Financial satisfaction - the greater the
level of satisfaction with overall financial
circumstances, the more likely to be an
investor.

3. Discretionary expenditure enabling you “to
live your life” - more likely if have lower level
of discretionary expenditure (difficult to
interpret).

4. Early adopter - the more a person is
interested in exploring new investments, the
more likely they are to invest.

5. Having financial security in retirement as a
goal - the more that this long-term financial
goal is present, the more likely to engage with
social/ethical investments.

6. Portfolio meeting financial goals - if their
investment portfolio does not meet their
financial goals, the more likely they are to
invest.

7. Know about social/ethical investments - the

more the person feels they know, the more
likely they are to invest.

8. Giving to charity as a proportion of income -
a generous charitable giver is more likely to
consider investing.

Age and children at home

This is the most important factor, and its
relationship with likelihood to invest socially/
ethically is complex. It relates to life stage, but
also points to the importance of individual
situations. For those with children at home, it is
possible that a desire to invest socially/ethically
when younger is overtaken by other factors

as they and their children age. The amount of
investment assets is not particularly substantial
among this group, especially when taking into
account educational, accommodation and other
needs of children as they become older.

For those without children at home, the social/
ethical investment becomes more possible to
consider. It is difficult to explain the reasons

for this phenomenon from the statistics.
However, its importance may mean that greater
understanding of the psychology of investing
with a social purpose should be studied further.
This will depend on whether the specific group
of investors is key to the development of social
investment.

Financial satisfaction

Scoring high in terms of satisfaction with overall
financial circumstances may give people the
confidence to explore social/ethical investments.
The group of those with investable assets of
£50k-£100k as a whole has lower levels of
financial satisfaction than the group with more
investment assets.

Figure 4: Overall financial satisfaction - a driver of social/ethical investment (under £100k of investments)

Financial Satisfaction and “How likely would you be to invest in a
financial product that has social or ethical benefits?”

Extremely/very

satisfied (33) SO

Fairly satisfied 31%
(108) ‘ ‘

Neither nor/fairly/ o,
very dissatisfied | i |

(58)
0% 10% 20%

30%

40%

Neither likely nor unlikely/Fairly unlikely to invest

50% 60% 70% 80% 90% 100%

. Fairly likely to invest . Very likely to invest
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Figure 5: Perceived available discretionary expenditure - lower discretionary expenditure a driver of
social/ethical investment (less than £100k of investments)

Perceived Discretionary Expenditure and “How likely would you be
to invest in a financial product that has social or ethical benefits?”

1
Scoring 1-6 (67) 22%

Scoring 7-8 (110) 31%
Scoring 9-10 (22) 36%
I I
0% 10% 20% 30% 40%

Neither likely nor unlikely/Fairly unlikely to invest

In order to achieve high levels of overall financial
satisfaction there is an implication that an
individual has achieved a certain level of control
over their finances (see earlier research into
financial wellbeing?®). It seems likely that this has
allowed the person to consider broader issues
such as ethical and social investment.

Discretionary expenditure available “to live your
life”

The research indicates that for this population,
the higher their discretionary expenditure, the
less likely they are to consider social/ethical
investment. This is driven by those who feel

that they have a lower level of discretionary
expenditure more likely to be on incomes below
£55k p.a. Their dissatisfaction appears to manifest
itself in a desire for investments with a social/
ethical component. The implication is not intuitive
in that for those with relatively low investment
assets (E50k-£100k) who feel that they have high
discretionary expenditure, concerns for society
are less high than among those who feel they
have lower discretionary income.

This is the most difficult piece of data to
interpret; it would require personal interviews
with individuals in the segment to understand the
driver of the interest in social investment.

Early adopter

‘Early adoption’ is a factor, derived from three
attitudinal statements, with which individuals are
more likely to agree.

e | like to investigate new investment
opportunities and products.

¢ | like to be one of the first to take out new
products/services and try new things.

50% 60% 70% 80% 90% 100%

. Fairly likely to invest . Very likely to invest

e | am very interested in financial matters.

This influence is positive in that the novelty

of social/ethical investments is an attraction.
However, this is in contrast to the group with
larger investment assets who are interested in
these products because of their ethical values,
rather than their ‘newness’.

Having a goal to retire with financial security
The goal-based variable that is significant is
having a goal to “enjoy life after retirement
without having to worry about income”. Investors
with this attitude will be taking a more long-term
view on the investment portfolio. They are more
likely to want it to be doing some social/ethical
good at the same time as producing a return (as a
secondary goal).

Financials goal not being met by existing
portfolio

The implication of this variable is that some
investors are seeing some connection with
greater social/ethical investment and the portfolio
meeting their financial goals. Possibly one goal is
that more investments should have social/ethical
content than is currently the case with their
existing portfolio.

Know about social/ethical investment

This may seem an obvious point, but knowledge
does not always lead to a desire to get involved.
In this instance, greater knowledge is leading
investors to be more inclined to consider taking
up a social/ethical investment.

Charitable giving as a proportion of gross
income

This had the smallest contribution of the

large number of factors that were statistically
significant. Again, it is noteworthy that this factor
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Figure 6: Early adopter - a driver of social/ethical investment (less than £50k of investment assets)

Early Adoption and “How likely would you be to invest in a
financial product that has social or ethical benefits?”

Variable Q4. To what extent do you agree or disagree with the following statements?

| like to investigate new investment opportunities and products

Agree (120) 26%
Neither/nor (47) | 34%
Disagree (32) : : 53% :
0% 10% 20% 30% 40%

50% 60% 70% 80% 90% 100%

| like to be one of the first to take out new products/services and try new things

Agree (37) 16%‘
Neither/nor (70) | 29%
Disagree (92) : 353:6 ‘
0% 10% 20% 30% 40%

| am very interested in financial matters
| |

Agree (135) 28%
Neither/nor (43) | 26% |
Disagree (21) : 381% ‘
0% 10% 20% 30% 40%

Neither likely nor unlikely/Fairly unlikely to invest

features for the relatively low investment asset
group, while not being significant for the higher
investment group. As the social/ethical values
factor does not feature as a driver for this group,
this is the only factor that indicates an altruistic
motivation for them when considering social/
ethical investment.

Drivers of financial wellbeing and the role of
social investment

When considering the financial wellbeing of this
wealth segment, the only factor of significance
from the survey is satisfaction with how the
investment portfolio is meeting financial goals.
This factor is shared with the more affluent group.
There are no significant differences with the goals
of the more affluent group described in Section
1.1.2 other than a greater emphasis on “saving
enough money to retire early”. The implication for
social investment is the same in that if it is viewed
as part of an investment portfolio or a new kind
of wealth deployment, investors need help to
integrate with existing significant financial goals.
It will be less easy to integrate because “social/

50% 60% 70% 80% 90% 100%

50% 60% 70% 80% 90% 100%

. Fairly likely to invest . Very likely to invest

ethical values” is not a primary driver for social
investment for this group. “Knowing where money
is invested” does not feature and this reflects a
somewhat less sophisticated approach to financial
management compared with the more affluent

group.

This research did not find either the amount of
wealth or of gross household income to be a
driver of overall financial wellbeing for either
group. This confirms recent research showing that
beyond a relatively low level of income, increases
do not engender higher levels of wellbeing.*

1.3 Conclusions on the key drivers for
individuals to be social/ethical investors

1.3.1 Investors with between £100k and £1 million
of investment assets

Within this group, there is a segment of
individuals who clearly want their wealth to do
some good as well as provide a return. Their
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ethical values could manifest themselves in
existing decisions on their investment portfolio
and/or by being involved in community activities.

Age will be an important factor in determining the
likelihood of investing socially/ethically. Without
speculating on the exact reasons, it is clear that
investors in this category under 40 are more likely
to show initial interest in social/ethical investment
than those over 55.

It may be important to position social investment
in the context of the financial goals of the
individual. For example, the desire to act ethically
may seem to be in partial conflict with “making
sure my family are financially secure”. Potential
investors may need help to resolve this conflict.
This could be achieved by separating a section of
wealth for social investment purposes or deciding
to reduce the overall return expectation from an
investment portfolio. In addition, for this group

it is important to be engaged with where their
money is being invested ultimately.

1.3.2 Investors with between £50k and £100k of
investment assets

The picture for the drivers of an interest in social/
ethical investment is entirely different for this
group. It is a much more confused story with
many influences combining to create an interest
in social/ethical investment. The drivers include
age, having children, long-term and short-term
financial wellbeing, being an early adopter, having
the goal of a financially secure retirement, existing
portfolio meeting financial goals, knowledge of
social/ethical investment and charitable giving.
The more of these characteristics an investor has,
the more likely they are to make an investment.

There is an implication that the diversity of
significant drivers will make it more difficult to
determine what will lead to the investment. It
also makes it a lot more difficult to position the
investment so that it is entered into for the “right”
reasons.

The drivers will almost be as significant for those
that are not present. The lack of a factor relating
to “social/ethical values” is a particular concern
given that the key differentiator of a social
investment is the social good that it engenders.
Those that give more to charity will be more likely
to be receptive, but this was the least important
of the eight significant variables.

As with the wealthier group, the most important
driver of long-term financial wellbeing is

the extent to which they are satisfied their
investments are meeting their financial goals.

The contrast with the more affluent group is that
it is not as significant for their wellbeing to be
engaged with the ultimate investments in the
portfolio.

A lot of care would need to be taken with this
group not to make assumptions about the reasons
for their getting involved with social investment.
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PART 2:

TESTING FOR SOCIAL
INVESTMENT PRODUCTS

he material to present to interviewees
T was developed during the course of three

workshops and 26 interviews that provided
qualitative information. The objective was to test
four significantly different types of product all of
which involved receiving a lower rate of return for
the risk than would be expected from a standard
investment product. In return for accepting a
lower return the investor makes a contribution
to a social good. The objective of the materials
presented was to enable the interviewee to quickly
gain a sense of the risk, return, liquidity, extent
of engagement and the social/ethical benefits.
This would enable comparisons to be made on

2.1 Charity Bond

these five dimensions to ascertain how likely the
interviewee would be to invest. The questions were
layered to gauge understanding, appeal, likelihood
of investing and amount of investment. The data is
summarised for each product in Appendix 2.

The following sections detail where the interest of
groups of interviewees differed from the norm for
each of the four products. It makes comment on
where investors would go for further information.
It comments on whether the investments are
viewed as philanthropy, financial investment or a
new activity. Finally, it discusses the response to
tax incentives.

Charity Bond

A household name charity (e.g. Barnardo’s, Cancer Research UK, Dog’s Trust, or Scope) is offering
this bond.

It usually funds its important work from a mixture of public donations and some government funding;
but its income can vary from month to month, whilst its costs are fairly consistent; that’s why the
charity requires finance to manage its cash flow.

Risk: Low risk - repayment is likely given the charity’s long history but is not guaranteed
Return: Fixed return that is 1 per cent below a bank savings bond
Term: 3-5 years

Investment Range: £500+

Why is this better than donating money to the social business?
e The charity bond provides the charity with an alternative option to borrowing from the bank.

¢ Raising money from the charity bond means that the charity can maintain a consistent high
quality service to its beneficiaries.

¢ |t is not a replacement for donations that are still needed to fund the charity’s work in the long
term.

What’s in it for the investor?
e You'll get a fixed annual interest payment.

¢ You can choose to donate the interest to the charity and claim gift aid on the donation - this can
offer better after-tax returns to high rate tax payers.
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The charity bond as presented to interviewees
was well-understood with 85 per cent finding it at
least fairly easy to understand. Forty-one per cent
found it at least fairly appealing and 34 per cent
said they would consider making an investment,
subject to satisfactory answers to outstanding
questions.

What did interviewees find appealing:

¢ Investment return: 39 per cent found the
investment return appealing, despite it being 1
per cent below a bank savings bond.

* Risk to capital: 68 per cent found the “low
risk” linked to the standing of the charity to be
appealing.

* Liquidity/access to capital: 46 per cent found
the 3-5 year term appealing.

¢ Level of engagement with charity being
invested in: 75 per cent found this to be
appealing based on the rationale presented.

¢ Social, community or ethical benefit: 79
per cent found the concept of supporting a
charity in this way to be appealing.

There were not many statistical differences
between different segments of the survey
population:

¢ Investment assets - more likely to invest if
£50-£99k and less likely if £300k-£1 million.

e More likely to invest ethically - this group
found it easy to understand and liked the
return, liquidity, level of engagement and
social/ethical benefit.

e Under 40s - more likely to invest and
relatively positive about all the features,
including level of engagement and social/
ethical benefit.

¢ With children at home - more likely to invest
and particularly like the return, risk and
liquidity.

e Over 55s - less likely to invest and in
particular, tended to like less the liquidity/
access to capital and the social/ethical benefit.

 Rural - social/ethical benefit was less
appealing.

e Time for charity - those that give time find it
appealing and are more likely to invest, and

those that do not give time are more likely
to take the opposite position. Those who
are heavily involved in charity/community
activities tend to find the investment return,
risk to capital, level of engagement and the
community/ethical benefit appealing. Those
with no involvement in charity/community
activity tend to find these aspects of the
charity bond less appealing.

2.1.1 Amounts of investment

Of the 34 per cent at least fairly likely to invest, 85
per cent would invest up to £5,000. Investments
ranged up to the £20k to £50k category.

2.1.2 Tax incentives

¢ Gift Aid on the donation of interest: 41 per
cent thought this would encourage them
to invest. Particularly liked by under 40s,
those with children at home and/or giving
time to charity/community. It was liked by
those already likely to make a social/ethical
investment.

¢ Interest exempt from tax: 71 per cent
thought this would encourage them to invest.
Importantly, all groups liked this incentive
equally, i.e. this incentive would encourage
some of the less likely to invest.
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2.2 Community Business Share Issue

Community Business Share Issue

A local service, business or facility is raising investment from the community to improve its service
to the community.

Examples include local leisure centres, local shops, and libraries; funds are needed to expand
operations, or to stop services being sold or closed-down; shareholders become members of the
organisation through a co-operative legal model, like John Lewis, and can vote on key business
decisions.

Risk: A high risk investment linked directly to the success of the community business
Return: Typically an annual dividend worth 1-4 per cent of the original investment

Term: Typically 3-5 years, but capital may be withdrawable sooner

Investment Range: Minimum £50, maximum £20,000

Why is this better than donating money to the social business?

¢ This is a community business that needs investment to improve its service but is aiming to
generate a modest return for its community investors.

What’s in it for the investor?
e The community business is planning to pay an annual dividend to its investors.
¢ Investors may be able to sell their shares back at face value to the issuer.

¢ Investors can volunteer time in the business and of course become customers in order to help the
business to succeed.

The community business share issue as
presented to interviewees was well understood
with 86 per cent finding it at least fairly easy

to understand. Forty-two per cent found it at
least fairly appealing and 32 per cent said they
would consider making an investment, subject to
satisfactory answers to outstanding questions.
These responses are almost identical to the
charity bond.

¢ Level of engagement with community
business being invested in: 63 per cent found
this to be appealing based on the rationale
presented.

¢ Social, community or ethical benefit: 71
per cent found the concept of supporting a
charity in this way to be appealing.

There were not many statistical differences in the
What interviewees found appealing: groups:

¢ Investment return: 52 per cent found the
investment return appealing, despite it being
only 1-4 per cent of the original investment for
a high risk investment.

¢ Investment assets - more likely to invest if
£50-£99k and less likely if £200k-£1 million.

* More likely to make social/ethical investment
- this group found it easy to understand

* Risk to capital: 28 per cent found the “high
risk investment” linked directly to the success
of the community business to be appealing.

* Liquidity/access to capital: 40 per cent found
the typical 3-5 year term with a possibility of
withdrawing capital sooner to be appealing.

and liked the return, risk, liquidity, level of
engagement and social/ethical benefit. The
reverse was true of those that indicated
indifference for this type of investment.

Under 40s - more likely to invest, more
appealing, like risk, return, liquidity, level of
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engagement and community/ethical benefit.

e Over 55s - less likely to invest and in
particular, tended to like less the risk, return
and liquidity/access to capital.

There is less polarisation of views between
under 40s and over 55s on engagement and the
community/ethical benefit.

e Time for charity - those that give time to
charity were more likely to invest and, in
particular, found the level of engagement and
community/ethical benefit more appealing.
Those with no involvement in community/
charity activity do not find the product
appealing and do not like the investment
return, risk, liquidity, level of engagement
and find the community/ethical benefit less
appealing.

2.2.1 Amounts of investment

Thirty-two per cent of respondents were at least
fairly likely to invest. Investments amounts were
spread between less than £500 and £20,000.

2.2.2 Tax incentives
¢ The ability to offset any capital losses

against tax bill up to a limit: 34 per cent
thought this would encourage them to invest.
This incentive was particularly liked by under
40s, those with children, those with incomes
above £105k and those more likely to make a
social/ethical investment.

e The interest or dividends you receive are
exempt from income tax: 59 per cent thought
this would encourage them to invest. This
incentive was equally liked by all groups,

i.e. the implication is that this incentive may
encourage some of the less likely to invest.
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2.3 Social Enterprise Property Fund

Social Enterprise Property Fund

A professional property investment firm is raising investment to enable social enterprises to access
fit-for-purpose premises. This will improve the delivery of services to people in need and generate
reasonable returns for investors.

“Our Children’s Centre owns a run-down building and we don’t have the money to keep it in top
condition. An ordinary bank would be unlikely to give us a loan to maintain our assets. This fund
invests in businesses like ours who own property.”

Risk: Low risk - if necessary properties can be sold to repay investors’ funds
Return: Aiming for 2-3 per cent below commercial property investment funds
Term: 5-7 years

Investment Range: Minimum £1,000

Why is this better than donating money to the social business?

* Money is managed by experienced property investors who can achieve the best value for money
for social enterprises and investors.

e Social enterprises raising lots of small donations can miss out on the best property deals because
fundraising is slow.

What’s in it for the investor?
e The investment is low risk because commercial property can usually be sold to repay investors.

e The fund will publish details of all of the social enterprises it has provided investment to, and a
report on the social impact the investment has created.

The social enterprise property fund as presented ¢ Level of engagement with social enterprise
to interviewees was well-understood with being invested in: 60 per cent found this

87 per cent finding it at least fairly easy to to be appealing based on the rationale
understand. Forty-one per cent found it at least presented.

fairly appealing and 30 per cent said they would

consider making an investment, subject to ¢ Social, community or ethical benefit: 66 per
satisfactory answers to outstanding questions. cent found the concept of supporting a social

enterprise in this way to be appealing.
What did interviewees find appealing:
There were not many statistical differences in

¢ Investment return: 41 per cent found the the groups, and no statistical differences by
investment return appealing, despite it being investment assets:
2-3 per cent below commercial property
funds. ¢ Income less than £55k p.a. - less likely to
invest.
 Risk to capital: 53 per cent found the “low
risk” with properties being sold to repay ¢ More likely to invest ethically - this group
investors to be appealing. found it easy to understand, were more likely
to invest and liked the return, risk, liquidity,
» Liquidity/access to capital: 29 per cent found level of engagement and social/ethical benefit.

the 5-7 year term appealing.
e Under 40s - more likely to invest and liked the



PART 2: TESTING FOR SOCIAL INVESTMENT PRODUCTS

21

return, risk and liquidity.

e With children at home - more likely to invest
and liked the return, risk and liquidity.

e Over 55s - less likely to invest and in
particular, tended to like less the return, risk
and liquidity.

¢ Time for charity - those that give time find
it appealing and those that do not give time
are more likely to take the opposite position.
This did not extend to the likelihood to invest.
Those who are heavily involved in charity/
community activities tend to find the level
of engagement and the community/ethical
benefit appealing. Those with no involvement
in charity/community activity tend to find
these aspects of the social enterprise property
fund less appealing.

2.3.1 Amounts of investment

Of the 30 per cent at least fairly likely to invest,
54 per cent would be prepared to invest less than
£5k, however, larger amounts ranged up to more
than £100k.

2.3.2 Tax incentives

¢ The ability to offset any capital losses
against tax bill up to a limit: 28 per cent
thought this would encourage them to
invest. This incentive was particularly liked by
under 54s, those with children, those giving
money frequently to charity/community and
those more likely to make a social/ethical
investment.

e The interest or dividends you receive are
exempt from income tax: 54 per cent thought
this would encourage them to invest. This
incentive was equally liked by all groups,

i.e. the implication is that this incentive may
encourage some of the less likely to invest.
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2.4 Social Investment Fund

Social Investment Fund

A fund to invest in growing social businesses that make profits and help meet social and
environmental needs.

Example investments might include: Fairtrade businesses such as CafeDirect or Divine Chocolate;
Community transport businesses such as HCT Group; or healthcare businesses such as a group of
GP’s surgeries. This is an investment in a fund managed by a well respected financial organisation.
The fund chooses the social businesses to invest in to generate returns and help those businesses
grow their activities and impact.

Risk: High risk - investment in growing but young businesses
Return: 2-3 per cent more than a bank savings account
Term: The investment can be traded via a stock broker

Investment Range: £10,000-£250,000

Why is this better than donating money to the social business?

e Social businesses take a commercial approach to tackling social and environmental needs, so
investing in this way supports this discipline.

¢ |Investing in such funds allows people who want to see their money do good allow their money to
be managed by experts who can assess both financial performance and likely social impact.

What’s in it for the investor?

e These funds are taking significant risks by investing in growth, but expect lower returns because
of the social impact being created.

e The fund is part of a public investor information service providing regular audited information on
financial performance and social impact.

The social investment fund as presented to « Liquidity/access to capital: 38 per cent found
interviewees was well understood with 85 per the traded nature of the investment to be
cent finding it at least fairly easy to understand. appealing.
Forty-one per cent found it at least fairly
appealing and 26 per cent said they would ¢ Level of engagement with social enterprise
consider making an investment, subject to being invested in: 59 per cent found this to be
satisfactory answers to outstanding questions. appealing based on the rationale presented of
This was despite the minimum investment being a commercial approach to tackling social and
£10,000. environmental needs.
What did interviewees find appealing: ¢ Social, community or ethical benefit: 67 per
cent found the concept of supporting a social
¢ Investment return: 66 per cent found the enterprise in this way to be appealing.
investment return appealing, it was described
as 2-3 per cent more than a bank savings There were not many statistical differences in the
account, but the risk was described as high. groups:
* Risk to capital: 22 per cent found the “high ¢ Income less than £55k p.a. - not appealing
risk” appealing with investment in growing but overall, not as likely to invest, risk to capital is

young businesses. relatively unappealing.
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* Income above £55k p.a. - risk to capital
relatively appealing.

e £300k to £1 million of investment assets -
found the risk level relatively less appealing.

e More likely to invest ethically - this group
found it easy to understand, were more likely
to invest and liked the return, risk, liquidity,
level of engagement and social/ethical benefit.
The reverse was true on all components for
the less likely to invest ethically demonstrating
a real contrast in view.

e Under 40s - more likely to invest and liked the
return, risk, liquidity, engagement and social/
ethical benefit. Relatively more positive on the
engagement and social/ethical benefit than on
the social enterprise property fund.

¢ With children at home - more likely to invest
and liked the return and liquidity.

e Over 55s - less likely to invest and liked less
the return, risk, liquidity, level of engagement
and social/ethical benefit.

e Time for charity - those with no involvement
in charity/community activity found the social
investment fund relatively less appealing, were
less likely to invest and were less likely to find
the risk, liquidity, engagement and social/
ethical benefit appealing.

2.4.1 Amounts of investment

Of the 26 per cent at least fairly likely to invest,
65 per cent would be prepared to invest the
minimum investment of between £10k and £15k,
however, larger amounts ranged up to £50k-£75k.

2.4.2 Tax incentives
e Can be held in an ISA: 47 per cent thought
this would encourage them to invest. This
incentive was particularly liked by under 54s,
those giving time or money frequently to
charity/community and those more likely to
make a social/ethical investment.

¢ The ability to offset any capital losses
against tax bill up to a limit: 37 per cent
thought this would encourage them to
invest. This incentive was particularly liked by
segment with £300k-£1 million of investment
assets, those with income over £105,000 p.a.
and under 54s.
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2.5 What more information would investors did not affect the answer. There was more desire

require? for feedback from the same groups as were
positive about the products, i.e. the feedback

A question was asked to interviewees about would seem to provide further encouragement to

whether they would be more likely to invest those already inclined to invest.

if they were getting feedback/information on

the specific social outcomes. The interviewees’ Two further questions were put to interviewees

amount of investment assets or level of income relating to more information and advice. The

Figure 7: Further information prior to making social/ethical investment

What more would you need to know about these types of
products before you would consider investing in one?

More information on returns, performance,
financial forecast, track record, history of
performance

More information on charities involved,
percentage of money going to charity,
how it helps the charity

More information about risk
analysis/assessment and protection

More information about provider/
background on those managing
company/funds

¢} 10 20 30 40

Percentage

Figure 8: Sources of advice on social/ethical investments

To whom would you expect to turn to first for further information
about these products?

Would turn to an IFA for further
information and this did not vary
according to income or investment assets

Would consult financial websites

Would consult websites of financial
providers

Would consult staff in banks, building
societies, insurance and life and pensions
companies

Would turn to family, friends and
colleagues

6] 10 20 30 40

Percentage
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Table 5: Investment, Philanthropy or a New Type of Activity

Which of the following best describes how you think about this product?

Charity bond Community Social enterprise J Social investment
(176) business share property fund fund (131)
issue (160) (149)
Part of my investment portfolio 16% 31% 34% 42%
Part of my charitable/philanthropic activity ~— 46% 28% 27% 25%
A new type of activity 38% 42% 39% 33%

Base: Respondents who claim they are very/fairly likely to invest in each product

answers are summarised in Figures 7 and 8. The
key areas for more information related to financial
returns, the charities/social enterprises. The

key sources of financial advice on social/ethical
investments were IFAs and financial web sites.

2.6 Is social investment philanthropy,
investment or something else?

This is an important question for a number of
reasons:

e Will social investment lead to less money
being available to charities or increase the pot
available to charities?

e |s it viewed as part of an investment portfolio,
reducing the overall return on the portfolio?

e |s it a new type of wealth allocation?

The quantitative research does lead to some
further insight on this matter. The following
table gives the split of how respondents “think
about the product” based on having expressed
themselves very or fairly likely to invest.

Even following specific examples of products,
there were different views as to which part of a
respondent’s wealth would be deployed in the
social investment.

For all products, at least one third of the
interviewees viewed the product as “a new
type of activity”, distinct from philanthropy and
investment.

The charity bond was viewed as a philanthropic
activity by 46 per cent of those that were likely to
invest.

The community business share issue and the
social enterprise property fund were seen in a
similar way with c. 40 per cent as a new type, c.
33 per cent as investment and c. 27 per cent as
philanthropy.

The social investment fund was viewed more
strongly as an investment with c. 40 per cent as
investment, c. 33 per cent as a new type and c. 28
per cent as philanthropy.

The sample size is not large enough to make
many observations on difference between the
views of those with different levels of investment
assets. In general, those with more than £100k

of investment assets are more likely to view the
investments as part of their philanthropic activity.
The social investment fund is an exception where
the view is similar regardless of investment assets.

The mindset issue is particularly important for
presenting the products. Is it better to present
the product as an investment with a lower return
in order to achieve social good or a new type

of wealth deployment, alongside investment for
return and philanthropy?

The interim report, ‘How do individuals become
social investors’,® explores this issue in relation
to the thinking of very high net worth individuals
(more than £1 million of investment assets). It
was interesting to observe that those who had
made a commitment to social investment were
increasingly seeing it as a new type of wealth
deployment.

This quantitative study does not explore the
changing view of potential investors as they
become involved. It is an important area for
further research as products are presented to
potential investors and there is more widespread
engagement
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2.7 Conclusions

The reaction of the interviewees to the products
has far more similarity than it has differences, for
example there was a high level of consistency
across products about:

e Ease of understanding: c. 85 per cent
e Appeal of products: c. 40 per cent

¢ Likelihood of investing: c. 32 per cent (c. 26
per cent for Social Investment Fund with
higher minimum investment)

The answers to one question at the beginning of
the survey proved to be a key indicator of interest
in all four products - the answer “very likely” or
“fairly likely” to the question “How likely would
you be to invest in a financial product that, as
well as giving you a comparable return on your
money, has a positive impact on society, helps

a good cause of has other ethical or beneficial
effects?” After looking at the products, those that
answered very or fairly likely were significantly
more likely to find the products appealing. Those
that answered no better than “neither likely nor
unlikely” were more likely to find the products
unappealing.

Specific groups that were consistently different
across the products were as follows:

e Under 40s - found the products relatively
appealing.

e Over 55s - found the products relatively
unappealing.

Table 6: Responses to the product features

¢ With children living at home - found the
products relatively appealing.

 Giving time to charities and/or local
community activities - those giving once a
month or more were generally more likely to
find the products appealing and the reverse
was true of those that did not get involved.

There are relatively few points to make about
the individual products. Table 6 shows that the
responses for investment return, risk to capital
and liquidity are in line with the way that they
were presented to interviewees.

The response to level of engagement varies, but in
all cases the appeal is seen as being high at over
60 per cent. Similarly, the social, community and
ethical benefit appeal is high ranging from 66 per
cent on the Social Enterprise Property Fund to 79
per cent on the charity bond.

The other features of the products vary in line
with the risk/return and liquidity of the product.
In terms of the potential investor groups the
following summarises the differences.

Charity Bond/Community Business Share Issue -
liked relatively more by those with lower levels of
investment asset and relatively less by those with
high levels of investment asset.

Social Enterprise Property Fund/Social
Investment Fund - those with lower income
(below £55k p.a.) were less likely to be interested
in making an investment.

Overall there is no reason based on this research

How would you rate each of the following product features in terms of their appeal to you personally?

Investment
return

Very/fairly appealing

Risk to capital

Level of
engagement
with social
enterprise/
charities being
invested in

Liquidity/
access to
capital

Social,
community
or ethical
benefit

Charity bond 39% 69% 46% 76% 79%
Community business share issue 52% 28% 40% 63% 71%
Social enterprise property fund 4% 53% 29% 60% 66%
Social investment fund 66% 22% 38% 59% 67%
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why each of the products presented could not be
refined and investors found for them.

Tax Incentives

For the first three products it was clear that
making the interest/dividend free of income tax
would be a significant motivator even for those
that had not declared much interest in making a
social/ethical investment.

For the Social Investment Fund, the ability to hold
the investment in an ISA was viewed as the most
positive encouragement.

Being able to offset any capital losses on the
Social Investment Fund against tax bill up to

a limit was appealing to more than a third of
interviewees and particularly liked by those with
higher investment assets and/or income.

This tax incentive was liked in relation to the
Community Business Share Issue (34 per cent)
and the Social Enterprise Property Fund (28 per
cent).
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PART 3:

MOTIVATIONS FOR SOCIAL
INVESTMENT - THE TRIGGERS

AND BARRIERS

3.1 Theoretical Framework

In Appendix 3, an overview is provided of the
academic basis for the theoretical framework.
By understanding motivations of interviewees
in relation to making a social investment, it is
more likely that interventions can be developed
to encourage this type of investment. Rational
changes in cognitions can be brought about by
persuasion and education campaigns relying
on ‘reflective’ processing of the provided
information. However, behavioural science has
shown that these interventions account for a small
percentage of actual behaviour change.

This section considers the motivations of
interviewees in the context of impulsive
motivation systems and habit (reflexive) systems,
in addition to reflective thought. The importance
of this approach in policy initiatives has been
catalysed by the work of Thaler & Sunstein.®
Following an understanding of the intended
outcome, it may be possible to design the “choice
architecture” in such a way as to enable better
decisions to be taken.

Impulsive systems include such core motives

as belonging, understanding, self-enhancing,
control and trusting. Habit systems include both
action (ways of doing things) and mental (ways
of thinking about things) habits. The motivation
questions included in the survey were drawn from
the qualitative research and constructed to evoke
different categories of motive in the context of
social investment.

This theoretical framework enables the
development of insight that goes beyond
educating investors to emotional responses and
habit formation. Developing these approaches
may be crucial to the social investment market
reaching its potential.

3.2 Empirical Analysis

A group of 13 questions were asked to
interviewees relating to motivations connected
to making a social investment. The questions
were derived from the qualitative phase of the
research. The responses were analysed to cluster
the interviewees, so that those with similar
motivations formed groups. These revealed how
particular motivations come together within

the different groups. Following grouping or
clustering the segments are given a name that
reflects the reaction of the group to the products.
In this instance the three groups have distinctly
different reactions to the products and were
easily differentiated. This is a reflection of the
considerable work that went into the qualitative
phase to identify the potential triggers and
barriers that affect the motivation of individuals.
The motivations having been identified this
analysis enables the relative importance to be
identified.

Three motivational clusters were identified,

which have been called: ‘Active Interest’ (39 per
cent), ‘Passive Interest’ (35 per cent) and ‘No
Obvious Interest’ (27 per cent). Each contain
substantial percentages of the sample. They are
very distinctive as can be seen in Appendix 4. The
‘Active Interest’ group has been sub-divided into
above and below £100k of investment assets.

These three groups are distinctly different in
terms of reaction to the individual products. The
motivations of the three groups are considered
below. For all four products presented to
interviewees, the ‘Active Interest’ group was
significantly more likely to find all the features
appealing, i.e. risk, return, liquidity, engagement
and social/ethical benefit.

In the short explanations that follow, initial
consideration is given as to what is underlying
the motivation, e.g. the individual is motivated to
improve understanding of social investment.
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Figure 9: Motivations for Social Investors (E50-£100k of investment assets/above £100k of investment assets)

Motivations for Social Investment: Triggers and Barriers - Active Interest

£50-£99k asset group

Engagement with the Social Enterprise/
Charity

Early adopter

Re-cycling social investment
pot is positive

EIEIE

T/B Choice of Charity/Social
Enterprise is important

Economic environment leads to need for
social enterprise

Social investment encourages business-like
behaviour

Be sure that social good will result

B

3.2.1 Motivations of individuals with an ‘active
interest’ in being social investors

Figure 9 summarises the key motivations of
the active interest group of interviewees. The
motivations are ordered by how strong they
were relative to the overall population. There
are a small, but potentially important, number
of differences between those with investment
assets of £50-£100k and those with investment
assets of between £100k and £1 million; these are
highlighted.

Engagement with the Social Enterprise/Charity
This is the strongest motivator for the ‘Active
Interest’ group with two motivation questions
having similar responses.

“Being able to be personally involved in the
charities, causes or projects being supported,
e.g. volunteering or the potential to be
director would be an incentive for me to
invest”.

“I would like to be able to visit the social
enterprise or charity and meet the
management”.

Both of these statements give a sense of
‘belonging’ to the cause. There is a possibility
that simply knowing that these possibilities
exist and that others are taking them up will

£100k+ asset group

Engagement with the Social
Enterprise/Charity

Early adopter

Re-cycling social investment
pot is positive

EEIE

Produce evidence of social outcomes T/B

Economic environment leads to need for
social enterprise

Social investment encourages business-like T
behaviour

El 5

Tax incentives could make a
real difference T/B

motivate the potential social investor. The under
£100k investment assets group is more strongly
motivated by the first statement, displaying
considerable enthusiasm. This does not mean
that these investors are more likely to take up
any opportunities to become involved. More
work would need to be done to identify the link
between actual/potential involvement and the
likelihood to invest.

It is the lower response to these two motivation
questions that distinguishes the ‘Passive
Interest’ group from the ‘Active Interest’ group.
Engagement is not a motivator for them to get
involved with social investment.

It is the ‘Active Interest’ group that is most likely
already to be giving time and/or money once

a month or more to charities/local community
activities.

In the context of the regression and the
motivations it is noteworthy that those with over
£100k of investment assets are significantly more
likely to give time once a month or more than
those with less than £100k.

For the over £100k of investment assets group it
is likely that this motivator is linked to the ‘social/
ethical values’ factor that is the strongest driver
for them in terms of the likelihood of being a
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social/ethical investor. These potential investors
may be drawn towards the social enterprise
property fund and the social investment fund
because they can see a potential to be informed
about the individual investments and potentially
to have opportunities to meet the management.
Further research is needed, but it may be more
important to know that the opportunities are
available than to take them up. The opportunities
could give a sense of engagement with the social
enterprises and charities that are benefiting from
the investment.

For the under £100k of investment assets it

is possible that the picture of involvement is
linked with long-term financial satisfaction and
the desire to be involved with a new form of
engagement, viewed as novel. These potential
investors are drawn more to the charity bond and
the community business share issue, which lend
themselves to potential for volunteering.

Early adopter of social investment

“I like the idea of social investment and would
want to try out this new area”.

This statement is acknowledgement that the
products described were new to the interviewee.
The motivations that could be indicated in this
statement are both imitation and developing

a new habit. Imitation because implicitly they
understand that others will be trying out the new
area and they would want to be an early adopter.
For many, the idea of social investment is another
form of using wealth to make a contribution to
society. In trying it out, there is an opportunity for
the investor to be developing a new habit, i.e. to
have a portfolio of social investments.

Re-cycling social investment pot is positive

“It is appealing to know that my money may
come back to me and I'll be able to reuse it for
another social investment”.

The ‘Active Interest’ group find this motivational.
There are a number of potential motivational
drivers. The concept of increased social effect will
appeal to some, an increased nurturing of social
causes. There is also a sense of the development
of a habit in that further decisions will be made
in the context of redeploying wealth in social
investment. In addition, there may be a specific
element of novelty in that it is a new concept to
receive back money with a philanthropic aspect
or to make an investment with a philanthropic
objective.

Choice of Charity/Social Enterprise is important
(under £100k group)/Produce evidence of social
outcomes (over £100k)

Motivator 4 (under £100k group of investment
assets) “My decision as to whether or not to invest
would depend on which charities or causes were
being supported”.

There is a contrast in the motivations at this
point between the investor groups. Those under
£100k may want a greater sense of control as

to the social cause that is being supported. This
will be linked to the preferred product choice

of this group with the charity bond and the
community business share issue. If the charity/
social enterprise did not appeal to this group of
investors, it would act as a barrier to investment.

This motivator does not feature in the top eight of
the over £100k group, implying a greater comfort
with the fund concept and the use of professional
expertise to select and monitor the social
enterprises/charities.

Motivator 4 (over £100k of investment assets) “/
would like to see case studies of the beneficial
social outcomes of these products”.

For those with greater than £100k of investment
assets this is the fourth most important motivator
(8th for less than £100k group). This is a clear
need for understanding of how the product
generates the social outcome. The particular
interest is the social enterprise property fund

and the social investment fund. In these cases, it
is more complicated than the charity bond and
community share issue to understand how the
social benefit is derived.

The lack of case studies and track record would
be a barrier for these potential investors.

Economic environment leads to need for social
enterprise

“Social investments are important to
encourage social enterprises/charities in the
current economic environment (need for more
funding because of government cutbacks)”.

The ‘Active Interest’ group are empathetic to the
need for social investment given the backdrop

of government cutbacks. This motivation is
goal-orientated, i.e. the investors are looking for
the social outcomes to be such that they are
lessening the effects of reductions in government
funding. The fact that this is a motivator implies
that the group do not see this as an alternative to
greater taxation.
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Social investment encourages business-like
behaviour

“Social investment would help make charities
and social enterprises more business-like, i.e.
clearer objectives, efficient, better managed”.

Many people hold the view that charities and
social enterprises would benefit from a more
commercial approach. The ‘Active Interest’ group
are motivated by the sense that the products
presented to them deliver social outcomes in a
more efficient way. The motivation is a greater
sense that a higher level of control will be
exercised over the charity/social enterprise than
would otherwise be the case. It is thought that
the discipline surrounding providing the finance
and the feedback to investors could make it more
likely that a positive social outcome results.

Be sure that social good will result (under
£100k)/Tax incentives could make a real
difference (over £100k)

“Before I'd invest, I'd need to be convinced
that the money is going to be used to result in
social good and not for any other purpose”.

This motivator is felt more strongly by those

with less than £100k of investment assets. It is

a motivator connected with trust. The social
investor wants a sense that the money will not be
wasted. It may be connected with the previous
point (Motivatior 6) that it will be well-managed.

“Tax relief or tax incentives would encourage
me to make an investment”.

Interviewees with greater than £100k of
investments felt more strongly about this financial
incentive. Four reasons were identified in the
qualitative work which are restated here in the
context of the quantitative:

e Jump start’ - this would give an official
endorsement to the activity. It is an effective
way of ‘nudging’ those interested into
considering that it would be a normal action
to allocate wealth to social investment.

e Public awareness - the act of providing a
tax incentive would create significant public
awareness. The government again would be
providing a strong ‘nudge’ by delivering a
message that it considered social investment
to be sufficiently important to provide an
incentive.

e Sharing the benefit - it would give a sense
that the social investor was sharing the cost/
benefit with the government, which is seen
by many as the primary provider of services
to meet social needs. This links with the
motivator relating to the current economic
environment, which is present with both the
groups with an ‘active interest’ and ‘passive
interest” in social investment.

e Financial gain - it will have broad appeal
to those that want to pay less tax. It is
particularly important for relatively wealthy
individuals to encourage wealth into social
investment.

The lack of a tax incentive is a barrier to some
people since it is expected that government
would want to encourage this type of activity as it
does with other ‘useful’ types of investment such
as the Enterprise Investment Scheme or Venture
Capital Trusts.

3.2.2 Motivations of individuals with a “passive
interest” in being social investors

The reason that this group are worth considering
is that it would appear from the study to be

a substantial group and it may be possible to
motivate them to become social investors.

The top motivators for this group are very
different from those of the ‘active interest’

group. The primary difference is that they are

not motivated by engagement with the charities/
social enterprises. Five of the top six for these
motivators are barriers to be overcome. A positive
point is that there appears to be a realisation that
in the current economic environment having a
goal to encourage social investment is legitimate.
It is possible to envisage social investment
products that do overcome these barriers and this
group do have an interest in some of the products
presented. The following three needs are present
for this group:

Financial incentives: this group are looking for
tax incentives to encourage them and give
confidence. In addition, they are seeking a return
and some surrounding reassurance about this.

Understanding. the qualitative work identified the
need for greater understanding to be provided by
advice, media and case studies. The quantitative
work confirms that this will be important for those
with an ‘active interest’, but especially important
for those with a ‘passive interest’.
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Figure 10: Motivations for Social Investors with a ‘Passive Interest’

Motivations for Social Investment:
Triggers and Barriers - Passive Interest

Need tax incentives

Need case studies

Need a return even if it is for a
social purpose

Economic environment means social
investment important

Need for assurance about professional
fund management

Need to know money will only be used
for social purpose
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Control and trust: providing assurance about
professional fund management and how the
money is being used are very important to the
‘passive interest’ group. These areas can be
addressed, but are barriers to be overcome.

3.2.3 Motivations of those with no interest or a
negative view

This group is not likely to become social investors
and the first two barriers are difficult to overcome.
A clear priority for these investors is receiving a
return on investment. The second problem is that

attitudinally they are more likely to believe that
social needs should be met by the government.
These barriers are such that it is unlikely that
social investment products can be designed for
this group.

3.3 Conclusion on motivations

The survey population was divided into groups
according to the expressed strength of expressed

Figure 11: Motivations for interviewees with ‘no interest’

Motivations for Social Investment:
Triggers and Barriers - No Interest

Social needs should be met by
the government

Need a return on investments

Need for assurance about professional
fund management

Social investment will make charities
more efficient

Need to know which charities/social
enterprises are being supported

Need to know money will only be used
for social purpose
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motivation. The three groups were labelled ‘Active
Interest’, ‘Passive Interest’ and ‘No Interest’ in
respect of how they had reacted to the social
investment products presented to them and the
other questions in the survey.

Almost 40 per cent of the survey population fell
into the ‘Active Interest’ group or cluster. These
were analysed by dividing them between those
with over £100k and those with below £100k of
investment assets following the key difference
identified from the regression analysis in Section 1.
A further 35 per cent of the sample was classified
in the ‘Passive Interest’ group. The Active and
Passive Interest group represents a substantial
population receptive to interventions that may
use triggers or overcome barriers to encourage
them to become social investors.

For the ‘Active Interest’ group, the triggers

to investment were largely addressed in the
products presented. The greater than £100k
group would be encouraged to engage by a tax
incentive. The group with below £100k were
prepared to engage with the names of charity
or social enterprise presented and appeared
comfortable that a social good would result.

The ‘Passive Interest’ cluster are likely to need a
tax incentive and a reasonable return. They will
need to improve understanding through case
studies and receive reassurance with trusted
managers of the funds. These are all barriers that
could be overcome.

The ‘No Interest’ cluster is distinct in that not

only do these individuals want a return, but they
believe that social needs should be addressed by
the government. They are very unlikely to warm to
the concept of social investment.
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PART 4:

OVERALL CONCLUSIONS

the three sections of the report combine

to give statistically based insight into
the response of those with investment assets
between £50k and £1 million.

T he three pieces of analysis described in

4.1 Investment assets between £100k and £1
million

4.1.1 Drivers of social investment

There were only two statistically significant
drivers of the likelihood to engage in social/
ethical investment.

 ‘Social/Ethical Values’ - these investors want
their money to do some good as well as
provide a return, they are more likely to be
involved in local community activities and
will have made some move to have their
investment portfolio reflect their ethical
values.

e Age - the younger the investor, the more likely
they are to being receptive to social/ethical
investment. An investor under 40 is more
likely to be receptive to social investment than
one over 55.

4.1.2 Social investment and overall financial
wellbeing

The most important factor identified that
determines the overall financial satisfaction or
wellbeing for this group is satisfaction with how
investments are meeting the financial goals of the
individual. Examples of these goals are “enjoy life
after retirement without having to worry about
income” or “support my children’s education”.
Social investments need to be positioned so

that the sacrifice of return is not jeopardising
these potentially competing goals. The investor,
maybe with advice, will want to work out what
proportion of wealth should be employed in

this asset class. A second significant factor in
determining financial wellbeing is “knowing where
money is ultimately invested”. A well constructed

social investment with clearly understood social
outcomes, risk and return could be an ideal source
of financial wellbeing for these individuals.

4.1.3 Products

These investors are more likely to invest in the
social enterprise property fund and the social
investment fund than those with £50k to £100k
of investment assets. They were less receptive to
making investments in the charity bond and the
community business share issue.

4.1.4 Tax incentives

In general, tax incentives are appealing for this
group. In particular, they are keen to be able to
offset capital losses against tax bill on the social
investment fund.

4.1.5 Motivations

The grouping or clustering of the motivation
question showed that a substantial group of
respondents have similar motives that make them
more likely to find the social investment product
appealing. These are extremely important when
considering how to encourage take-up among
those that have an ‘active interest’ and are
considering an investment.

* Engagement with the social enterprise/
charity - | want to belong and be a part of it.

¢ Early adopter mentality - | like this idea and
want to join in.

¢ Social investment is different - | like the
idea of enterprise philanthropy, my wealth is
recycled.

¢ Evidence - | need case studies so that |
understand how the social good is generated.

¢ Economic environment - | agree that in the
current environment we need to have the goal
of encouraging social enterprises/charities.

¢ Social investment is different - | like the
idea of enterprise philanthropy - it increases
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control and makes good social outcomes
more likely.

e Tax incentives - | am more likely to do this
with a financial incentive.

These are mostly triggers to action by the
potential social investor. The significant potential
barriers of “the government should be doing
this” and “I need a return on investments” are not
present for this group.

The social enterprise property fund and social
investment fund are only viewed as charity by
around one-third of likely potential investors.

At least two-thirds of potential investors view
these products as either a part of an investment
portfolio or a new type of wealth deployment.

4.2 Investment assets between £50k and
£100k

4.2.1 Drivers of social investment

There were eight statistically significant
drivers of the likelihood to engage in social/
ethical investment. This means there are many
combinations of these factors that could be
causing a person to be receptive to social
investment.

e Age (with children 15 or under at home) - less
likely to invest as they get older.
Age (without children at home) - as they get
older, more likely to invest.

Financial satisfaction - more likely to be social
investor if they have a high level of overall
financial satisfaction.

Perception of the level of discretionary
expenditure enabling you “to live your life” -
more likely if have lower level of discretionary
expenditure (difficult to interpret).

Early adopter - the more interest in exploring
new investment, the more likely they are to be
a social investor.

Having financial security in retirement as a
goal - the more that this goal is present, the
more likely they are to invest socially/ethically.

Portfolio meeting financial goals - if their
existing portfolio does not meet their financial
goals, then more likely to invest socially/
ethically.

* Know about social/ethical investments - if the
potential investor knows more, they are more
likely to invest.

e Giving to charity as a proportion of income -
a generous charitable giver is more likely to
consider social/ethical investment.

4.2.2 Products

These investors are more likely to invest in

the charity bond and the community business
share issue than those with £100k to £1 million
of investment assets. They were less receptive
to making investments in the social enterprise
property fund and the social investment fund.

4.2.3 Motivations

The grouping or clustering of motivation
questions showed that a substantial group of
respondents have similar motives that make them
more likely to find the social investment product
appealing. These are extremely important when
considering how to encourage take-up among
those who have an ‘active interest’ and are
considering an investment.

* Engagement with the social enterprise/
charity - | want to belong and be a part of it.

¢ Early adopter mentality - | like this idea and
want to join in.

¢ Social investment is different - | like the
idea of enterprise philanthropy, my wealth is
recycled.

» Choice of charity/social enterprise - | need
control over which charity/social enterprise is
supported.

e Economic environment - | agree that in the
current environment we need to have the goal
of encouraging social enterprises/charities.

¢ Social investment is different - | like the
idea of enterprise philanthropy - it increases
control and makes good social outcomes
more likely.

* Need convincing about social good - | do
not trust that social good will result from my
investment.

Most of the motivations are the same as the
over £100k of investment asset group. However,
there are two important differences. Firstly,
these investors need a sense of having chosen
the social enterprise/charity. This is a barrier to
the investments into funds and even makes the
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charity bond more challenging, as the investment
decision will be dependent on whether the
investor is empathetic to the specific purpose.
Secondly, there are signs of a lack of trust that
social good will really result from the investment.
This is another barrier to overcome and to
manage as feedback is provided.

4.3 Products

There were four products tested in this research,
Charity Bond, Community Business Share Issue,
Social Enterprise Property Fund and Social
Investment Fund. All the four products tested in
this research could be refined and investors would
be found for them. Potential investors would turn
primarily to IFAs and financial websites to gather
more information. The response to the standard
product features is in line with the risk, return and
liquidity of the product. The sense of engagement
with the underlying social organisation and the
actual social/ethical/community benefit were very
appealing in relation to all the four products.

4.4 New Asset Class

All four products were viewed as a new type of
investment by a large proportion of those that
expressed an interest in making an investment
(between 33 per cent and 40 per cent). Investors
did not always view it as either philanthropy or
financial investment. For three of the products,

a minority (around 25 per cent) viewed the
products as philanthropy and a higher proportion
viewed it as investment (between 30 per cent
and 40 per cent) - although the mix was more
towards philanthropy for the charity bond. The
fact that around 75 per cent of interviewees view
social investment as something different from
philanthropy is encouraging.

Investment ‘pot’ - The research shows that
financial wellbeing is generated from knowing
that financial goals are being met. It is possible
that a reduction in financial return as a result of
social investment could be a problem for those
allocating to the investment ‘pot’. It will be
important to incorporate the lower return into

the overall performance in such a way as to give
reassurance that household financial goals are still
being met.

Social investment ‘pot’ (new type) - In the
qualitative research, it was concluded that due
to the confusion in trying to allocate social

investment to either philanthropy or financial
investment, very high net worth social investors
were treating it as something different and
allocating a portion of their wealth to it. If the
market were to develop it is possible that other
investors could be encouraged to do the same.

Philanthropy ‘pot’ - the charity bond is seen by
many as philanthropy, but whether this means

a transfer of charitable giving or an expansion

of the philanthropy ‘pot’ is unclear. More work
would need to be done on this area as the market
develops.

4.5 Tax Incentives

It is highly likely that tax incentives would have

a positive effect in encouraging both those with
an active interest and those with a more passive
interest to become investors. Caution would need
to be exercised with those with investment assets
below £100k due to the complex combination

of factors that may lead them to be investors.
There is a potential that with the more risky social
investment, it will not meet their overall goals.
For those with over £100k of investment assets,
the tax incentive would indicate a working with
government to achieve a social good and an
endorsement of a relatively new asset class.

4.6 Overall Conclusion

This report presents compelling evidence from
quantitative research, which when combined
with earlier qualitative research, shows that many
wealthy individuals (over £100k of investment
assets) are motivated to try social investments.
The overwhelming motivation for social
investment is that, as with other parts of their
lives, their wealth should have a positive impact
on society.

The report is ambiguous in its conclusions on
those with investment assets between £50k
and £100k. The evidence from this report is that
the drivers are less homogeneous. Initial drivers
relate to demographic and situational factors to
do with age, having children at home and how
the individual feels about their financial situation.
There is a desire for novelty and newness,

which is not related to social good. Overall
there is a sense that many of these potential
investors are not particularly happy with their
current financial situation. The charity bond and
community business share issue would generate
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significant interest. However, a product provider
should be cautious, as the evidence is that there
are particular issues in relation to the diverse
motivations of this group. In particular, the need
for control over the specific charities/social
enterprises benefiting and some lack of trust that
social good will result. These issues mean that
social investment products for this group are
more difficult to present appropriately. Further
research and product testing will be important to
ensure there is not a mismatch of expectations
between the product provider and this group of
potential social investors.

4.7 Further Research

This report points to a number of areas for further
research as follows:

1. Market Size: this research has identified a
group of potential social investors with clear
motivations for becoming engaged. This
research has been able to identify them, but it
could be useful to have a sense of the market
size. For social investments with higher risk
content, the research would focus on the
population with investment assets of £100k or
above.

2. Product Development: given that there is a lot
of clarity around the motivations of the group
with investment assets of £100k and above,
it is important to do further research into
how the products are presented. This could
use insights from behavioural economics.

The importance of social/ethical values and
engagement with the charity/social enterprise
are important to interpret and develop. Topics
that could be covered include how to achieve
engagement with the social enterprise/charity,
giving feedback on the social good generated,
developing case studies and providing
information on what other social investors are
doing.

3. Tax Incentives. it is clear that tax incentives
would make a substantial difference. They
are performing more of a role than providing
a financial incentive. It is possible that
rather than do further research, a modest
tax incentive should be considered in
order to demonstrate the commitment of
the government and that it is prepared to
recognise the benefit being generated for
those with needs in society. Research should
be undertaken to establish the effects of the
incentive on different segments.

Lower investment asset category (below
£100k). the mixture of drivers that may lead
an individual to become a social investor
from this category is a cause for concern.
As products are targeted toward this group,
particularly if they have higher risk or lower
return, it will be important to ensure good
levels of understanding and appropriate
motivations. It will be particularly important
with social investments that individuals do
not become disillusioned with the social
outcomes. This may be less of an issue with
products such as the charity bond and the
community business share, where it is more
straightforward to create a good level of
engagement and the amounts invested are
relatively low.

New Asset Class: it is important to gather
data on new social investments to identify
how investors, both new and existing, are
treating them within their wealth allocation.
This would be valuable information that could
be used to identify how to encourage the
market to grow further. A healthy outcome
would be the growth of the market with a
clear acknowledgement from investors that
the specific products were meeting the need
to express social/ethical values through the
deployment of their wealth.

IFAs/intermediiaries: It is clear that the
intermediary channel will have an important
role to play in the distribution of social
investment products. They will need to

be able to access information that will

enable them to inform investors about the
opportunity that the markets hold, in order to
address the identified motivational triggers
and barriers. A greater understanding of how
best to engage with the intermediary channel
(product literature/information, contact/
support etc.) will help ensure that the market
optimises its potential.
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APPENDIX 1:

SAMPLE SPLIT DATA TABLES

Total sample size: 505, Assets £50-£99k: 199, Assets £100k+: 306

Table Al: Age groups

Under 40 40-54 55 or over
Total 28% 36% 36%
£50-£99k 42% 36% 23%
£100k+ 19% 36% 45%

Table A2: Life stage

Under 55, no kids Family (having kids | 55+, no kids

under 15 at home)

Total 41% 23% 35%
£50-£99k 55% 23% 23%
£100k+ 33% 24% 44%

Table A3: Having kid(s) aged 15 or under living at home

Have kid(s) at home Do not have kid(s) at home
Total 23% 77%
£50-£99k 23% 77%
£100k+ 24% 76%

Table A4: Assets

£50k to £99k £100k to £199k | £200k to £299k || £300k to £499k] £500k to £749k | £750k to £Im

Total 39% 31% 12% 1% 4% 3%

£50-£99k 100% - - - - -

£100k+ - 51% 19% 18% 7% 5%
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Table A5: Annual household income

Less than £25,000 £55,000 £105,000 Prefer not

£25,000 - £54,999 - £104,999 - £259,999 to answer
Total 6% 29% 40% 17% 3% 5%
£50-£99k 6% 30% 47% 1% 2% 5%
£100k+ 6% 28% 35% 21% 4% 6%

Table A6: Retirement

Retired Not retired

Total 20% 80%
£50-£99k 12% 88%
£100k+ 25% 75%

Table A7: Location

Urban Rural Neither
Total 62% 31% 7%
£50-£99k 70% 25% 5%
£100k+ 57% 35% 9%

Table A8: How satisfied would you say you are with your overall financial circumstances?

Extremely/ Fairly satisfied Neither, nor/fairly/very/
very satisfied extremely dissatisfied
Total 22% 55% 23%
£50-£99k 17% 54% 29%
£100k+ 26% 55% 19%

Table A9: Some people have defined financial wellbeing as having enough money left over for non-
essentials “to live your life”. Using this definition, how would you rate your financial wellbeing? (Scale
1-10; 1 = extremely poor, 10 = extremely good)

9-10 7-8 1-6
Total 19% 55% 26%
£50-£99k 1% 55% 34%
£100k+ 25% 55% 21%
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Table A10: Over the next 12 months do you think the general economic condition of the country will...?

Improve Get worse Stay the same Don’t know
Total 21% 45% 31% 2%
£50-£99k 21% 44% 33% 3%
£100k+ 21% 46% 30% 2%

Table A11: How likely would you be to invest in a financial product that, as well as giving you a
comparable return on your money, has a positive impact on society, helps a good cause or has other
ethical or beneficial effects?

Very likely Fairly likely Neither/nor Fairly unlikely
Total 16% 52% 28% 3%
£50-£99k 21% 51% 26% 3%
£100k+ 13% 54% 30% 4%

Table A12: How satisfied are you with how your investments are meeting your financial goals? (Financial
goals can be as follows: Enjoy life after retirement without having to worry about income; Support my
child(ren)’s education; Make sure | (and my family) are financially secure; Improve my quality of life; Save
enough money to retire early)

Very satisfied Fairly satisfied [ Not very satisfied | Not at all satisfied

Total 8% 74% 17% 1%

£50-£99k 5% 73% 23% -

£100k+ 10% 75% 13% 1%
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Table A13: In general, how satisfied are you with your current range of investment products in terms of...

Very satisfied Fairly satisfied J Not very satisfied | Not at all satisfied
Investment return Total 7% 52% 35% 5%
£50k-£99k 7% 51% 39% 3%
£100k+ 7% 54% 33% 6%
Spread of risk Total 15% 73% 1% *
£50k-£99k 1% 71% 17% 1%
£100k+ 18% 75% 7% *
Liquidity Total 18% 69% 12% 1%
£50k-£99k 15% 65% 19% 2%
£100k+ 21% 71% 8% *
Length of investment Total 17% 73% 9% 1%
£50k-£99k 12% 73% 14% 1%
£100k+ 20% 74% 6% 1%
Knowing where your money Total 21% 65% 13% 1%
is ultimately invested £50K-£99K 15% 65% 19% %
£100k+ 26% 64% 9% 1%
Engagement with Total 6% 71% 22% 1%
underlying investments £50k-£99k 3% 68% 28% 1%
£100k+ 8% 73% 18% 1%

Table A14: How often do you give your time to charities and/or local community activities?

Once a month J Once every Once every 6 Once a year or J Less than once j | do not currently
or more 2-3 months months or more a year get involved
more with these types
of activities
Total 32% 15% 10% 1% 13% 19%
£50-£99k 26% 15% 12% 1% 16% 21%
£100k+ 36% 15% 8% 12% 1% 18%

Table A15: How often do you make donations to charities and/or local community activities?

Once a month J Once every Once every 6 Once a year or J Less than once | | have not made
or more 2-3 months months or more a year any donations
more yet
Total 32% 15% 10% 1% 13% 19%
£50-£99k 26% 15% 12% 1% 16% 21%
£100k+ 36% 15% 8% 12% 1% 18%
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Table A16: How much do you feel you know about investments that also offer ethical, community or
social benefits?

A fair amount Heard of but Not heard of
know nothing before
Total 1% 14% 51% 28% 6%
£50-£99k 2% 12% 53% 26% 7%
£100k+ 1% 15% 50% 29% 5%

Table A17: Do any of the investments you currently hold offer ethical, community or social benefits?

Yes No Don’t know
Total 16% 47% 37%
£50-£99k 12% 47% 41%
£100k+ 19% 47% 34%
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APPENDIX 2:

KEY TABLE SUMMARY FOR FOUR
PRODUCTS

Charity Bond

How easy is it to understand what this investment offers and does?

Very easy Fairly easy Not very easy Not at all easy Easy (NET)

505 26% 59% 13% 1% 86%

How appealing do you personally find this investment?

Very appealing Fairly appealing Not very appealing Not at all appealing Appealing (NET)

5% 36% 49% 10% 41%

Assuming any further investigation satisfied you about the details of the product, how likely would you
be to invest in this product?

Very likely Fairly likely Not very likely Not at all likely Likely (NET)

3% 31% 52% 13% 35%

If you were to invest in this product, what amount of your investment portfolio would you look to
allocate to it?

Less than Less than £10,000 £20,000
£1,000 £5,000 - £19,999 - £49,999
(excluding
the first three
breaks)
Total (176) 26% 39% 10% 10% 1% 3% 2%
£50k-£99k (81) 32% 38% 9% 12% 5% 2% 1%
£100k-£199k (55) 25% 40% 9% 5% 18% - 2%
£200k-£299k (17) 18% 35% 18% 12% 12% 6% -
£300k-£1m (23) 13% 39% 13% 9% 13% 9% 4%
Total £100k+ (95) 21% 39% 12% 7% 16% 3% 2%
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Which of the following tax incentives, if any, would encourage you to invest in this product?

Gift Aid can be claimed on the The interest you receive is Neither of the above

donation of the interest to the charity § exempt from income tax

41% 71% 17%

How would you rate each of the following product features in terms of their appeal to you personally?

Very Fairly Not very Not at all Appealing
appealing appealing appealing appealing (NET)
Investment return 10% 29% 44% 17% 39%
Risk to capital 12% 56% 27% 5% 69%
Liquidity/access to capital 6% 40% 46% 9% 46%
Level of engagement with social 17% 58% 20% 5% 76%

enterprise/charities being invested in

Social, community or ethical benefit 23% 56% 16% 5% 79%

Which of the following best describes how you think about this product?

Total likely to invest Part of my investment Part of my charitable/ A new type of activity

portfolio philanthropic activity

176 16% 46% 38%
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Community Business Share Issue

How easy is it to understand what this investment offers and does?

Very easy Fairly easy Not very easy Not at all easy Easy (NET)

505 30% 56% 12% 2% 86%

How appealing do you personally find this investment?

Very appealing Fairly appealing Not very appealing Not at all appealing Appealing (NET)

7% 35% 41% 17% 42%

Assuming any further investigation satisfied you about the details of the product, how likely would you
be to invest in this product?

Very likely Fairly likely Not very likely Not at all likely Likely (NET)

5% 26% 47% 22% 32%

If you were to invest in this product, what amount of your investment portfolio would you look to
allocate to it?

Less than £10,000

£500 - £20,000
Total (160) 16% 23% 28% 21% 9% 3%
£50k-£99k (73) 22% 23% 36% 15% 3% 1%
£100k-£199k (51) 12% 20% 25% 29% 12% 2%
£200k-£299k (13) 8% 38% 23% 15% 8% 8%
£300k-£1m (23) 13% 17% 13% 26% 22% 9%
Total £100k+ (87) 1% 22% 22% 26% 14% 5%

Which of the following tax incentives, if any, would encourage you to invest in this product?

The ability to offset any capital The interest or dividends you Neither of the above

losses against tax bill up to a limit receive are exempt from income tax

34% 59% 31%
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How would you rate each of the following product features in terms of their appeal to you personally?

Very Fairly Not very Not at all Appealing
appealing appealing appealing appealing (NET)
Investment return 7% 45% 33% 14% 52%
Risk to capital 3% 25% 41% 31% 28%
Liquidity/access to capital 3% 36% 45% 15% 40%
Level of engagement with social 15% 48% 27% 10% 63%

enterprise/charities being invested in

Social, community or ethical benefit 19% 51% 21% 8% 71%

Which of the following best describes how you think about this product?

Total likely to invest Part of my investment Part of my charitable/ A new type of activity

portfolio philanthropic activity

160 31% 28% 42%
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Social Enterprise Property Fund

How easy is it to understand what this investment offers and does?

Very easy Fairly easy Not very easy Not at all easy Easy (NET)

505 27% 59% 1% 2% 87%

How appealing do you personally find this investment?

Very appealing Fairly appealing Not very appealing Not at all appealing Appealing (NET)

4% 37% 42% 17% 41%

Assuming any further investigation satisfied you about the details of the product, how likely would you
be to invest in this product?

Very likely Fairly likely Not very likely Not at all likely Likely (NET)

4% 25% 47% 23% 30%

If you were to invest in this product, what amount of your investment portfolio would you look to
allocate to it?

Less than £10,000 £20,000 £50,000 More than

£5,000 - £19,999 - £49,999 - £100,000 § £100,000
Total (149) 54% 31% 1% 3% - 1%
£50k-£99k (64) 63% 20% 14% 3% - -
£100k-£199k (50) 52% 36% 8% 4% - -
£200k-£299k (12) 50% 33% 17% - - -
£300k-£1m (23) 35% 48% 4% 4% - 9%
Total £100k+ (85) 47% 39% 8% 4% - 2%

Which of the following tax incentives, if any, would encourage you to invest in this product?

The ability to offset any capital The interest or dividends you Neither of the above

losses against tax bill up to a limit receive are exempt from income tax

28% 54% 40%




APPENDIX 2: KEY TABLE SUMMARY FOR FOUR PRODUCTS 48

How would you rate each of the following product features in terms of their appeal to you personally?

Very Fairly Not very Not at all Appealing
appealing appealing appealing appealing (NET)
Investment return 6% 35% 42% 16% 41%
Risk to capital 9% 44% 33% 13% 53%
Liquidity/access to capital 2% 27% 49% 22% 29%
Level of engagement with social 10% 50% 30% 10% 60%

enterprise/charities being invested in

Social, community or ethical benefit 15% 52% 26% 8% 66%

Which of the following best describes how you think about this product?

Total likely to invest Part of my investment Part of my charitable/ A new type of activity

portfolio philanthropic activity

149 34% 27% 39%
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Social Investment Fund

How easy is it to understand what this investment offers and does?

Very easy Fairly easy Not very easy Not at all easy Easy (NET)

505 26% 60% 12% 3% 85%

How appealing do you personally find this investment?

Very appealing Fairly appealing Not very appealing Not at all appealing Appealing (NET)

5% 36% 34% 24% 41%

Assuming any further investigation satisfied you about the details of the product, how likely would you
be to invest in this product?

Very likely Fairly likely Not very likely Not at all likely Likely (NET)

5% 21% 45% 30% 26%

If you were to invest in this product, what amount of your investment portfolio would you look to
allocate to it?

£10,000 £15,000 £10,000 £20,000 £30,000 £50,000
- £14,999 - £19,999 - £19,999 - £29,999 - £49,999 - £74,999

(excluding

the first 2

breaks)
Total (131) 65% 9% 13% 9% 2% 2%
£50k-£99k (54) 69% 7% 17% 7% - -
£100k-£199k (35) 57% 20% 6% 14% 3% -
£200k-£299k (15) 67% - 27% - 7% -
£300k-£1m (27) 67% 4% 7% 1% 4% 7%
Total £100k+ (77) 62% 10% 10% 10% 4% 3%

Which of the following tax incentives, if any, would encourage you to invest in this product?

Can be held in an ISA The ability to offset any capital losses | Neither of the above

against tax bill up to a limit

47% 37% 38%
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How would you rate each of the following product features in terms of their appeal to you personally?

Very Fairly Not very Not at all Appealing
appealing appealing appealing appealing (NET)
Investment return 17% 49% 22% 13% 66%
Risk to capital 3% 19% 49% 29% 22%
Liquidity/access to capital 6% 32% 43% 18% 38%
Level of engagement with social 10% 49% 29% 12% 59%

enterprise/charities being invested in

Social, community or ethical benefit 18% 49% 23% 10% 67%

Which of the following best describes how you think about this product?

Total likely to invest Part of my investment Part of my charitable/ A new type of activity

portfolio philanthropic activity

131 42% 25% 33%
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APPENDIX 3:

MOTIVATIONS FOR SOCIAL
INVESTMENT - THEORETICAL

FRAMEWORK

e were interested to understand
interviewees’ motivations connected
to making a social investment, which

can inform effective future interventions to
promote such investments. Our theoretical
framework focuses on the factors or principles
that are pro