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INTRODUCTION
This year, Next Generation’s annual research report is seeing the light quite late in the year.
With good reason. The new year always brings new hope, and trend forecasters are quick to
join the cause to predict positive future scenarios. However, our research indicated that the
social investment and development sector remains in turmoil.

The sector was embroiled in several scandals at major international development institutions.
Complex and often connected systemic issues have also had a negative impact, including:
Diversity, equality and inclusion (DEI) became a major operational and strategic focus at
social purpose organisations and development financing institutions..
Several global development organisations devoted time and energy to defending and
devising new strategies to justify their existence, restate the value they add to their
stakeholders and funders, redesign their services and change their legal status to
social enterprises.
The global humanitarian development aid sector was deeply affected by political
uncertainty. A sweeping force of nationalisation and patriotism, trade wars between
the East and West as well as national elections across Africa had a massive impact on
global investment and development strategies. Funders and development institutions had
to choose between dealing with and supporting refugees and immigrants, or their own
national development priorities.

FOREIGN AID DECLINES
Foreign aid from official donors fell by 2,7% from 2017 to 2018, with a declining share going to the
neediest countries. The decline was largely due to less aid being spent on hosting refugees, as arrivals
slowed and rules were tightened on which refugee costs could come out of official aid budgets.
Official development assistance (ODA) from the 30 members of the OECD’s Development Assistance

CONTEXT

Committee (DAC) totalled $153 billion in 2018. Data from 2018 compared to that of 2017 shows that
bilateral ODA to the least-developed countries fell by 3% in real terms from 2017, aid to Africa fell by
4% and humanitarian aid fell by 8%.1

Overseas and foreign direct investment priorities have shifted. Development aid was
reduced (focusing on internal country crises), corporate funding declined due to reduced
profitability and tax laws for charity and donations changed globally.
Worsening human rights practices globally, but particularly in Africa, including declining
opportunities for social justice and advocacy groups, more restrictive media freedom,
stricter policies and legislation for non-profit organisations, indicate an increasingly
complex ecosystem.
Competing global issues had an impact on which causes were supported and funded
over the past year, such as climate change, inclusion, diversity, youth, women
development, employment, education and health.
1 https://www.oecd.org/newsroom/development-aid-drops-in-2018-especially-to-neediest-countries.htm
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The continuing global financial crisis led to diminished financial resources for socioeconomic
development, which crippled capacity in the social sector.

An increased demand for support and services, partly contributed to by higher global
unemployment and lower household incomes. Reduced government capacity to deliver
basic services to society, coupled with decreased government spending on social services
(resulting from corruption, collusion and bribery) and a declining tax base all had an impact
on the type of interventions that were funded, the type of organisations funded and the
amount of funding that was available.
However, as 2019 progressed, we recognised that there were still many developments to celebrate:
Global studies indicated that in some countries poverty is being reduced, education and
skills development are progressing, new businesses are joining global supply chains and are
creating employment.
There is a bigger focus on human rights-based and gender-inclusive funding, while social
enterprises and particularly technology innovation to solve social and environmental problems
have increased and advanced substantially.
Opportunities to forge new and bigger alliances and networks are constantly emerging. This is
brought about by an increased awareness of new investment resources, including crowdfunding
and impact investment.

Investors are making bigger investments and taking larger risks. They are starting to think about
poverty alleviation, social investment and community development in more integrated ways.

Investors are increasingly recognising the commercial opportunities resulting from the
sustainable development goals (SDGs) that are yielding profitable and measurable impact
and return on investment.
A renewed focus on funding businesses and social enterprises, seeding promising businesses
and ventures, and enlarging the current ecosystem, contributes to renewal across the sector.

It is this hope and the
positive future scenarios
that informed this
research report.

Next Generation Consultants – All rights reserved
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A MOMENT IN TIME: 2020

Next Generation entered 2019 in reflection mode. Based on our work for multinational clients over
the past 18 months, we restructured our products and services. We now view the social/impact
investment and humanitarian/development sectors through a completely new lens.
Valuable insights gained from our work in impact management and measurement led to new
services and strategies, including:

01
02
03

New and innovative blended financial models using a variety of investment instruments
New performance, impact management and measurement approaches that measure
impact and return on investment across development portfolios and focus areas
New development models and social innovation interventions that deliver blended and
shared value through digital and social innovation

04

New development approaches that use impact technology as a force for good

05

New ecosystems, collaborations and partnerships that bring together new actors for
the greater good

This research report is aimed at contributing to a body of knowledge that we hope will
celebrate and highlight the brilliance of the sector as well as provide insights and guidance
into possible future scenarios for our clients. But the report was also informed by the importance
of the year that lies ahead: 2020 has always been a significant moment in time.

Starting already in the early years of this century,

dependency on resources such as water and

external stakeholders pressured companies to

energy, and reconsidering specific value chain

commit to ambitious, timebound targets that

aspects, such as waste, packaging, deforestation,

address important global issues like carbon

health and safety.

emissions reduction, chemicals of concern, singleuse plastics, and then to follow through on these

It is because of these commitments towards

targets and commitments with sustainability

greater sustainability that investors and

strategies that deliver measurable outcomes.

development practitioners have really come
to understand the importance of measuring
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Many organisations have set 2020 as a deadline

impact. This changes investment and funding

to achieve a myriad of sustainabillity targets, such

mechanisms, strategic objectives and targets,

as showing measurable progress on workplace

development and investment practices,

diversity and inclusion, embedding human

and places a much greater emphasis on

rights practices across supply chains, reducing

performance management.

From a business perspective, we are seeing increased shareholder and stakeholder activism
and pressure on boards to become more sustainable, for businesses to contribute to and
integrate the SDGs into company strategies, to measure and report on negative operational
impact (on society and the environment), to mitigate harmful business practices and become
more transparent about their purpose and social mandate.
From a social perspective, pressure for more inclusive and participatory development practices,
including aspects such as equal access to opportunities, are gaining momentum around the globe as
the next generation of employees, volunteers, investors and decision-makers join the global economy.
From an institutional perspective, higher global standards and the proliferation of tools,
frameworks, guidelines, principles and technology are not only accelerating the pace of
development, but traceability, transparency, responsibility and accountability are dictating
what investors and the development community do and how it gets done.
From a demographic perspective, Generation Zers (born after the mid-1990s) are now entering
the workforce and consumer marketplace. They will represent 40% of all consumers globally
by 2020, and we expect Gen Zs, early adopters and digital natives to demand better and
easier-to-use technology, more workplace flexibility, more freedom of choice with regard to
consumer and financial services, and greater degrees of acceptance, inclusivity and transparency in the work- and marketplace. They are particularly interested in seeing companies
address issues such as global poverty and hunger, environmental degradation and climate
change, equality and human rights. They are demanding to inherit a planet and social system
that will support and sustain them.

Greta Thunberg

Greta Thunberg has become the poster child for
youth activism. The Swedish teen is known for having
initiated a school strike for the climate movement in
November 2018 which surged globally after the UN’s
climate change conference. On 15 March 2019,
an estimated 1,4 million students in 112 countries
responded to Thunberg’s call. They were joined on
24 May 2019 with a similar event involving students
from 125 countries. Nominated for the Nobel Peace
Prize at the age of 16, she featured on the cover
of Time magazine. The “Greta Thunberg effect” has
been so significant that OPEC now perceives the
movement she inspired as the greatest threat to the
fossil fuel industry.

For these reasons, Next Generation decided to depart from previous report structures and research
approaches. We are using this research report as an opportunity to reflect on what we believe will
become critically important issues as the social and humanitarian sectors start planning investment
and development objectives and targets for the next decade, leading to 2030.
We have aligned our work to new compliance and governance standards, global development
principles, guidelines and frameworks. This year therefore also presents us with an opportunity to
benchmark our own practices globally.
Next Generation Consultants – All rights reserved
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TOWARDS THE FUTURE: 2030

Only time will tell whether we as the sector

our future is uncertain, we need a new mandate

(individually or collectively) have used this

that is more focused and a new social compact to

moment in time as an opportunity for reflection

ensure a more equitable and sustainable future.

and learning to ensure the increased and
continued effectiveness of our collective efforts.

We trust that this report will provide insight into the
prevailing trends and emerging investment and

Will this generation of social and impact investors

development practices, social innovation actions

and development practitioners be regarded as

and technological advances that will have the

bold and ambitious? Will we make the right shifts

biggest impact on the sector over the next ten

to change future outcomes for the planet, global

years. We also hope that it will provide guidance

economy and humanity?

towards the future.

Our 2020 research report is built around one

As always, we are interested in your views and

theme – disruption with impact. This is because

feedback, even if they differ from ours, and we

the sector is on a precipice – our operating

invite you to engage with us and contribute to

context has been disrupted and challenged,

this body of knowledge.

Reana Rossouw

Reana Rossouw

Founder of Next Generation | Creator of the Investment Impact Index™
+27 (0) 10 300 9995
rrossouw@nextgeneration.co.za
Future Space | 2 Bruton Road | Nicol Main Office Park | Bryanston
www.nextgeneration.co.za | www.investmentimpactindex.org
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HINDSIGHT
A DISRUPTED SECTOR

SECTOR-SHAPING TRENDS

Our research indicated that the following trends have shaped the social development and
impact investment sectors over the past year:
Development practices and approaches are changing: The social/impact investment and
development sectors have become much more businesslike, using terminology such as
responsive, contributory, collective, trust-based, participatory and institutional philanthropy,

01

and concepts such as strategic, catalytic, systemic, human-centred/centric development
and of course, return on investment.
Recognition for better practices is increasing: Over the past 20 years, international aid
organisations and donors have set up a range of self-regulation initiatives for quality
assurance, transparency, accountability, reporting and common technical standards

02

with which many major aid agencies say they comply. In addition, donors have
demanded new measures and reporting from grantees. The Humanitarian Quality
Assurance Initiative (HQAI) and International Aid Transparency Initiative (IATI) are just
two of the new standards in the sector.
Recognition that best practice or standard practice may never be achieved: There is a
growing awareness that the Western/European/American definition of philanthropy is
distinctly different to Indian, African, Eastern or even Russian philanthropy, and as such
there is growing recognition that there are no “one size fit all” approaches to both

03

funding and development. Best practices are therefore hard to identify, and this confirms
the notion that local contexts need to be considered as one of the biggest drivers of
prevailing practice, rather than best-of-breed practices.
The core concept of philanthropy is being challenged: The debate about whether aid
or trade will contribute to greater impact, more effective outcomes and guaranteed
sustainable development is increasing. New approaches (innovation) vs. traditional

04

approaches (charitable sector) are challenged, and so are funding flows in the sector.
Blended finance and pay for performance models are increasingly being used to drive
and ensure greater effectiveness, efficiency, impact and sustainability.
Philanthropy is challenging existing norms:

05

A

Philanthropy is no longer limited to the rich, but is growing fastest among the middle class.
Conventional notions of “donor” and “beneficiary” are adapting to the idea that

B

no-one is too poor to give and no-one too rich to receive.

C

Influences and issues such as personal bias (deciding who and what to fund) are
being challenged and questioned.
The missing voices of those we aim to assist are recognised as one of the biggest risks

D

in the sector. “Nothing for us, without us” is a phrase set to challenge and change
participation and collaboration in the development sector.

Development sector actors have become less defined, with new organisational entrants,

06

structures and business models: The boundaries between the public (government),
private (business) and social (non-profit) sectors have blurred, as many pioneering
organisations have blended social and environmental aims/objectives and outcomes
with business approaches. Blended value organisations, social businesses, social enterprises and B Corporations have become part of the social ecosystem.

7

Development assistance is no longer without an expectation of measurable outcomes and return
on investment: In recent years, international development institutions have increased their use

07

of pay-for-results/outcomes strategies/models. Concepts such as performance-based contracts/
grants (in which significant portions of payments are made when pre-agreed results are accomplished) as well as the achievement of specific development objectives and outcomes (for the
investor) have become part of investment negotiations.
New programme influences and design aspects: A focus on inclusivity, equality, humancentred and co-designed themes and scalable development practices has become

08

standard practice. In addition, the development sector is expected to ensure and provide
proof of stakeholder engagement, involvement and participation. Evidence of theories of
change, logic model frameworks and baseline data have become standard due diligence
practice before investment will be considered.
Blended value, shared value, social capital and collective impact are the new benchmarks
of development best practice. Creating feel-good single social objectives and outcomes

09

is now considered by many to be ineffective and old-school. Programmes that deliver
multiple layers of impact are receiving more funding than those that cannot prove that
their interventions deliver additional value or direct/intended impact.
The use of technology in development has increased exponentially: Technological solutions,

10

or interventions that use technology, are receiving more focus, attention and funding than
traditional (non-technological) development approaches and programmes to ensure greater,
faster, quicker development at scale at reduced costs.
New performance measurement (evaluation) approaches, practices and methodologies:
The global stakeholder engagement process of the OECD has confirmed that evaluation
practices need to evolve and become more advanced. Measuring new concepts (such
as empowerment, equality, inclusiveness and sustainability) and considering new aspects

11

(such as complexity, systems, coverage, cohesion, integration and materiality) are
contributing to critical questions about the correlation between evaluation and impact
measurement. And the drive by the impact investment sector to standardise impact
measurement has contributed to new performance management standards and principles.
Evaluators not considering and incorporating these new standards and practices might find
themselves disadvantaged.
A new global framework for sustainable development: The SDGs are regarded as the biggest
change factor in the development sector. Not only are new blended financial models being

12

developed to harness and leverage assets and resources to ensure the accomplishment of
the SDGs by 2030, but new investment and development themes/portfolios organised along
the SDG focus areas have changed traditional development portfolios.

Next Generation Consultants – All rights reserved
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THE SDG ERA

The world is operating under conditions that

It is for this reason that traditional development

pose an extraordinary challenge to sustainable

portfolios and investment themes are now being

development, and concepts such as volatility,

restructured across the board to resonate and

uncertainty, complexity and ambiguity (VUCA)

align with the SDGs. The biggest value of the

have entered our sector and development

SDGs is that they give the development as

practice. The growth of new technologies,

well as the investment community a common

knowledge and structural shifts such as a

language in which to communicate with

rapidly evolving global balance of economic

other stakeholders across sectors, borders and

power, urbanisation and climate change

development themes.

caused the accelerated VUCA effect to
spill over into the international development

The SDGs prompt deep thinking and action

sector. This has been exacerbated by shrinking

aimed at systems change. They take systems-

resources relative to the scale and intensity

change thinking to a higher level and affirm

of the unleashed effects. The SDGs were

that all the goals – and all the problems they

developed to drive sustainable development at

address – are interrelated and represent

scale and have the potential to tackle complex

interconnected systems. This means that

global challenges.

funders who aim to create deep and lasting
impact need a systems-change approach to

Deciding which programmes to fund has

development. Such an approach recognises

always been one of the most challenging

that any social problem is caused by a web

but also most exciting aspects of social

of different factors. Wide-scale unemployment,

investment and community development.

for example, is the result of factors such as

In the past, development institutions and

a job shortage, poor public incentives for

funders spent much time to clearly define

employers, or a mismatch between vocational

their investment portfolios, develop specific

training programmes and the job/labour market.

focus areas within portfolios, and used their
development portfolios to define their purpose
and differentiate themselves in competitive
markets and sectors. This is about to change,
as the SDGs have “standardised” development
portfolios and reduced sustainable
development to 17 easily recognisable
investment and development themes.
In 2015, several countries signed a historic
UN agreement entitled Transforming our
world: The 2030 agenda for sustainable
development, which included a set of
17 SDGs. These goals chart a way forward
to a just, secure and sustainable future
for people and the planet.

The SDGs prompt deep thinking
and action aimed at systems

Most philanthropic funders and social/impact
investors want to see that the SDGs affirm
their missions, whether they fund domestically

thinking to a higher level and

or internationally. That is because virtually

affirm that all the goals – and

every cause that philanthropists, grantmakers,

all the problems they address –

donors, social enterprises and social purpose
organisations and foundations support

are interrelated and represent

is included in the ambitious scope of

interconnected systems.

the SDGs.

9

change. They take systems-change

Impact of SDGs
The impact of the goals is evident in the number of ways funders have responded to align with
SDG themes, outcomes and indicators:

01

Development portfolios are restructured.

02

Portfolio descriptions are aligned to specific objectives and outcomes.
Indicators to measure impact and progress against the SDG targets have become

03

standardised and have been adopted universally.
Grant proposals and applications for funding are being restructured. Proposals for funding

04

submitted by social purpose organisations will benefit from highlighting specifically which
SDGs their application supports.
Funders are now reporting against specific SDGs, reinforcing a common language and

05

universal performance framework.
Funders are working more collaboratively to support specific SDGs, because the goals are

06

so vast, interconnected and aligned.

Challenges linked to SDGs
Funders are encountering several challenges that may have a major impact on future development
themes:
Not all investors have the resources to address the impact of climate change. Although the
SDGs have been successful in clearly defining investment themes, some themes are proving too

01

difficult and large for the average social and impact investor or individual donor, for instance
SDG 10 (reducing inequality). In the first global benchmark study the World Council for
Sustainable Development published, it was identified that:

A

Overall, SDG 13 (climate action) is the most prioritised SDG among organisations,
with 62% identifying it as a focus area.
SDG 13 and SDG 12 (responsible consumption and production) scored highest in the

B

European and Asia Pacific regions, while SDG 8 (decent work and economic growth)
was the highest scoring SDG in North and Latin America.

C

SDG 14 (life below water) is the least prioritised SDG globally, with only 10% of companies
seeing it as relevant.
While it may be easy to align education or health programmes and portfolios to clearly
identifiable SDGs, it is clear that there are obvious gaps. This may be because, while it is easy

02

for investors to change their development themes overnight or between funding cycles, it is
not that easy to find the human resources and social organisations to implement specific SDGaligned programmes. For instance, there are not enough social purpose organisations focused
on reducing gender inequality and supporting empowerment initiatives.

Next Generation Consultants – All rights reserved
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Africa is largely off-track in relation to the three pillars of the SDGs – economic growth, social
inclusion and the environment. The latest data on SDGs in Africa is from 2015, making an

03

assessment of the last three years of progress impossible for some indicators. Where progress
was assessed (according to selected indicators), only three goals are likely to meet the 2030
target: SDG 5 (gender equality), SDG 13 (climate action) and SDG 15 (life on land).
A multitude of factors (mainly structural) explain the lack of progress. Data gaps for
monitoring SDGs remain large – currently 4 in 10 indicators in the global SDG framework

A

have data. Even where data exists, it is mostly outdated or incomparable. The limited
data profile makes evidence-based planning difficult and compromises transparency
and eventual accountability.
Africa has yet to undergo a demographic transition. For example, total factor productivity
(TFP) in agriculture has increased only marginally, and has been outpaced by population

B

growth. Droughts are increasingly pronounced and recurring on the continent, labour
productivity has stagnated over the years and human capital formation compares relatively
poorly with other regions.

C

D

Africa still has poor infrastructure stock/assets – quality, quantity and access remain low –
which makes it the least globally competitive region in the world.

Good governance is a challenge, fragility is pronounced, and peace in some countries is
partly out of reach.2

Global SDG funding priorities
Foundation Center has tracked philanthropic support for the SDGs. Their real-time data shows that
foundations have contributed more than $50 billion towards achieving the SDGs since January 2016.
It also indicates that:
SDG 3 (ensure healthy lives) and SDG 4 (ensure inclusive and equitable quality education for all)
have received the lion’s share of the funding to date (both more than $18 billion).

Though it has received considerably less funding, it is interesting to note that SDG 5 (achieve
gender equality) ranks third.

SDG 16 (promote peaceful and inclusive societies and justice for all) is close behind in the fourth
spot. A deeper look at SDG 16-related funding reveals that a lot of the grants made in support
of this area overlap with SDG 5, which suggests that peace and justice are strongly correlated
with gender equality.
2 Africa 2030: Sustainable Development Goals – 3 years reality check
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The SDGs represent the most ambitious and expensive global development framework in history, with
an estimated annual price tag of $3,5 trillion.3

Buffett Foundation

Susan Thompson

$1,09 billion

$1,38 billion
Ford Foundation

$1,47 billion
Associated Charities, Inc.

American Lebanese Syrian

$1,57 billion
Community Fund

$1,78 billion
Gothic Corporation

National Lottery

$1,85 billion
Wellcome Trust

Foundation, Inc.

Pfizer Patient Assistance

$2,03 billion

$2,21 billion
Community Foundation

Silicon Valley

$4,64 billion
Foundation

Fidelity Charitable

Gates Foundation

Bill & Melinda

$12,68 billion4

Notable funders of the SDGs include:4

In addition, several large-scale efforts to aggregate capital for the SDGs have been created:
The SDG Fund is supporting joint programmes in 23 countries, with a budget of approximately
$70 million. National and international partners, including the private sector, provide approximately

01

58% of the resources through matching funds. Each joint programme contributes to the
achievement of several SDGs. The SDG Fund is the first UN development cooperation
mechanism specifically established to implement the 2030 agenda.

02
03

Co-Impact plans to raise $500 million from donors across the globe.
The Audacious Project has raised more than $400 million so far to support “ideas
worth spreading”.

3 https://sdgfunders.org/sdgs/
4 https://ssir.org/articles/entry/philanthropy_bets_big_on_sustainable_development_goals#

“We are determined to end poverty and hunger, in all their forms and
dimensions, and to ensure that all human beings can fulfil their potential in dignity
and equality and in a healthy environment.” – preamble to Transforming our
world: The 2030 agenda for sustainable development
Next Generation Consultants – All rights reserved
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Examples of innovative SDG programmes
SDG 2: ZERO HUNGER (FOOD SECURITY AND NUTRITION)
The Malawi Mangoes Garden to Mouth initiative combines climate-smart agriculture, income generation
and education to address Malawi’s “hidden hunger”. Through the scheme’s low-input vegetable
gardens, Malawi Mangoes is working towards providing all farmworkers with a meal containing
70% of the recommended daily intake, as well as establishing self-sustaining plots with its smallholders
and employees, placing them in control of their and their families’ well-being.
MasterCard and the World Food Programme have rolled out an innovative e-voucher programme to
deliver food assistance to Syrian refugees in Lebanon. In April alone, nearly $20 million was injected into
local markets. Today, about 715 000 refugees buy food at nearly 250 merchants who saw a revenue
increase of 6% to 12%. The programme intends to reach 1,1 million refugees in 2019. A similar programme
in Jordan will distribute $250 million in food assistance and reach 710 000 Syrian refugees this year.

SDG 3: GOOD HEALTH AND WELL-BEING
The Mikolo Project in Madagascar, funded by USAID, aims to reduce maternal, infant and child morbidity
and mortality by providing increased access to community-based primary healthcare. A key part of
the project is building the capacity of community health workers to serve women and children in hardto-reach locations through mHealth tools, which work with mobile phone technology. By connecting
frontline health workers digitally, the project has increased the availability of quality data to strengthen
the health system through informed decision-making. For instance, a red notification pops up on the
health worker’s phone when a child’s weight indicates malnutrition during a growth monitoring session.
The mHealth app is also available to patients.

SDG 6: ACCESS TO CLEAN WATER AND SANITATION
The 2030 Water Resources Group (WRG) is a platform that helps
countries achieve water security by facilitating collective action
on water between government, the private sector and civil
society. The action framework in each country is based on ACT
(analyse, convene and transform) so that each project is tailored
to the country’s specific needs. In South Africa, for example,
water demand is expected to rise over the next 20 years while
its supply is likely to decline, anticipating a water supply-demand
gap of 17% by 2030. The DWA-WRG partnership focuses on
helping the government develop country-level support to achieve
water conservation, increasing water use efficiency (in agriculture,
industry and households), reducing leakage from distribution
networks and diversify the water sources. A public-private expert
leadership group (the Strategic Water Partners Network) has been
formed to oversee the activities and progress. It involves existing
and new stakeholders in the water sector of South Africa. Private
partners like South African Breweries, Anglo-American, the CocaCola Company, Nestlé and Eskom are also undertaking tangible
projects in order to close the water gap by 2030.

13

SDG 8: DECENT WORK AND SKILLS
Dangote Group, which has large-scale manufacturing capacities across Africa, faced difficulties
in finding employees with appropriate technical skills. In partnership with the Nigerian Institute
of Transport and Technology, the Industrial Training Fund and the German Ministry of Economic
Cooperation and Development, the Dangote Academy was developed to address the company’s
skills needs. The academy provides management training, technical and vocational training for
Nigerian youth. Through partnership with domestic and international trade organisations and industry
governance bodies, it has developed a curriculum for industrial education and trains hundreds of
young people in the region.

SDG 10: REDUCED INEQUALITY (FINANCIAL INCLUSION)
Financial inclusion has long been considered an essential element of sustainable development.
Developments such as mobile money are allowing people and businesses to operate safely and
seamlessly in areas of otherwise limited alternative infrastructure. Kenya’s M-Pesa, for example, serves
70% of the adult population while bank account penetration remains low at 40%. A recent IMF study
shows the empirical relationship between economic growth and three aspects of financial inclusion:
access to credit, depth of credit and intermediation of credit.
The rise of crowdfunding and peer-to-peer platforms allows individuals from around the world to directly
invest in people and business anywhere. Kiva, an early example from the microfinance sector, has lent
nearly $1 billion directly to more than 2 million borrowers over the past five years.
Next Generation Consultants – All rights reserved
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SDG 17: PARTNERSHIPS AND COLLABORATION
The Pact for Youth, initiated by CSR Europe, is a mutual engagement of business and EU leaders.
The initiative recognised that young people who have experience with the working world during
their education are less likely to be unemployed in the future, and this helps to make young
people more attractive to employers. This initiative brought together representatives from business,
education and youth, as well as institutions to create partnerships for employability and inclusion.
From 2015 to 2017, the Pact for Youth provided more than 23 000 business education partnerships
resulting in more than 160 000 traineeships, apprenticeships or entry-level positions. Leaders at the
Pact for Youth developed three policy proposals to foster long-term solutions: 1) Make vocational
education and training an equal choice for youth; 2) Make business-education partnerships the
norm; and 3) Include entrepreneurship in learning.
YouthConnekt: In Rwanda, where more than 70% of young people are underemployed, the UNDPsupported YouthConnekt provides an integrated physical and virtual platform to enable young
people to create employment opportunities and engage in their community. It is supported by
a partnership between government, banks, the private sector, youth groups, INGOs and local
NGOs. The platform has created 8 000 jobs, it has enabled 1 million young people to engage in
voluntary community service and has involved more than 4 million young people in activities to
promote positive values and attitudes, nurturing the next generation of leaders. YouthConnekt
has expanded to Cape Verde, the Democratic Republic of Congo, Liberia, Sierra Leone, Uganda
and Zambia.5

Eye on the future
The SDGs have become the drivers for national

development framework, comparative indicators

governments to align their development priorities

and benchmarks, as well as a long-term vision

and policies with the global development agenda.

and a framework for sustainability. It is therefore

Similarly, for business, aligning with the SDGs means

our prediction that the SDGs will become the most

an increased competitive advantage. For social

significant future driver for development practice

and impact investors the SDGs provide a global

as well as funding allocation.

5 Open Innovation Platforms for Sustainable Development: UNDP
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INSIGHT
AN UNCERTAIN FUTURE
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COMPLEX EVOLVEMENT

It is an exciting time for the humanitarian and international development sectors. Billions of dollars are
flowing into philanthropy, while market-driven solutions and social entrepreneurship are flourishing,
and social impact consulting and impact investing have become established professions.

Four prevailing trends are becoming a reality, and will have an enormous impact on the future
evolvement of the sector:
Recognition that philanthropy and

Recognition that the existing humanitarian

grantmaking may not be effective

ecosystem is failing and that new actors are

mechanisms to bring about sustainable

expected to bring about greater efficiency.

01

02

change and therefore attract increased
criticism of the sector.

The combined effect of the SDGs, the Fourth

Taking innovation effectively to scale remains

Industrial Revolution (4IR) and new impact

one of the most critical challenges for the

03

04

technology on the humanitarian sector will

global humanitarian community. The sector

continue to shape the future, including the

needs to move beyond the plethora of

direction of capital flow, priority development

successful early-stage innovations and

areas and attracting new actors/players.

develop ways to systemically enable innovation at scale.

The global development sector is grappling with complexity. A fragmented development ecosystem and an expanding cast of players show that the sector is heading in several directions at
once. Our research indicated that development leaders are innovating, harnessing technology,
using data to drive decision-making and empowering frontline partners. But is also painfully
apparent that not all organisations will accomplish their goals or continue to exist in their current
form. Overall, the global development sector is rife with experimentation and transition. And the
future is not yet clear.

Leaders in the sector no longer see poverty

Competing development challenges have

reduction as a unifying framework for their

brought about a variety of approaches and

collective efforts. Over the past 25 years,

focus areas, including new priorities such as

the global poverty rate has reached a historic

climate change, youth development and

low. Countries with growing middle classes

employment creation, as well as, issues of

01

increasingly drive and pay for their own

02

inclusion, inequality and human rights.

development. The focus has shifted from lifting
up the desperately poor to growing regional

economies through a variety of interventions
and investment/development portfolios.

Our research indicated that development leaders are
innovating, harnessing technology, using data to drive
decision-making and empowering frontline partners.
17

New stakeholders have entered the global

In an ever-changing humanitarian environment,

development sector and in the process power shifts

the stakeholders that make up the ecosystem

have occurred and will continue to do so. New

of global development are struggling to keep

funding mechanisms like development finance

up with the pace of change, staying relevant

that leverage private sector investments, global

and innovating for impact. Geopolitical and

03

04

funds and venture philanthropy, social enterprises,

domestic politics also contribute to an overall

impact bonds and other financial models are not

landscape of complexity.

just creating new revenue streams but are also

changing where resources are directed and how
development work is conducted.

Voices of dissent

There is increased criticism of the effectiveness of philanthropy and grantmaking, the growing political
influence and power imbalances over philanthropic dollars and the varying intent of social investments.
Some of the latest thinking and criticisms around the effectiveness of the sector are discussed in Elizabeth
Kolbert’s article “Gospels of giving for the new gilded age” in The New Yorker and Rob Reich’s book
Just giving: Why philanthropy is failing democracy and how it can do better.

In philanthropy and civil society, we have also been slow to recognize the ways our systems
discourage moral leadership. We – foundations – often hide behind the particulars of our missions,
rather than standing up for the deeper values our missions embody. We keep our heads down to
avoid making our organizations targets for criticism, especially in the era of social media warfare.
It is up to each and every one of us to stand up for what is right – to our boards and shareholders
and political parties, to our friends and colleagues, if necessary – even when it is not in our
immediate interest. And we cannot wait; we must be the leaders our countries need and the
world deserves. After all, what is the point of leadership, if not to lead in times like these? What
could we possibly be holding on to, or out for, when everything – everything – is at stake?
– Darren Walker (president of the Ford Foundation)
One of the most controversial books about the sector that was published in 2019 is Anand Giridharadas’s
Winners take all: The elite charade of changing the world. “Business elites are taking over the work of
changing the world,” the author observes. “Many believe they are changing the world when they may
instead – or also – be protecting a system that is at the root of the problems they wish to solve.”6
Giridharadas highlights the contradictions of those who work for social change from positions of privilege
and wealth. He delves into the shortcomings of strategy consultants who bring McKinsey-style analysis
to social issues, the limitations of venture capitalists who fund social solutions, and the problems with
thought leaders who give well-paid speeches preaching win-win opportunities for business and society.
The book challenges those of us working for social change within existing systems of power to consider
whether we perpetuate the problems we seek to solve. Giridharadas asks whether we have lost the
essential premise of a just society when we substitute private action by individuals for government
policy and public debate. He suggests that we will never achieve social justice through “a system that
perpetuates vast differences in privilege and then tasks the privileged with improving the system”. The
problem, as he sees it, is not just that those with privilege cannot truly understand the needs of those
without, but rather that the mechanisms inherent in creating economic inequality cannot be used to
reverse the imbalance.
6 https://ssir.org/book_reviews/entry/are_the_elite_hijacking_social_change
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Ethical debates
While philanthropists, donors, grantmakers, development agencies and social and impact investors
are prepared to put their energy into finding better solutions, several ethical and moral decisions
are now influencing what gets funded, which programmes are implemented and which communities
benefit from our efforts.
Arguments that the givers contributed to inequality and global chaos have become more pronounced.
These discourses have resulted in varied and sometimes contradictory approaches to development
practice, for instance:
The influence of ultrawealthy philanthropists (HNWIs or high-net-worth individuals) vs. public/
community and crowd-based/sourced approaches. After the Notre Dame fire, for example,
superrich individuals immediately pledged millions to fund the restoration, while several people

01

spoke out about other causes, such as homelessness or generational poverty, that they felt
needed help more desperately. The ethical debate is about who decides what to fund, and
how to elevate or prioritise causes that deserve funding. It speaks to how funding gets allocated
and the gaps where no funding is directed.

Targeting major global issues vs. more local place-based development vs. support for overstretched
public services. An example is having to choose whether to fund global climate challenges or local
social justice issues where failing local democracy leads and contributes to migration. The ethical
debate is about failing government systems and the growing expectation that the private sector

02

must step in, and how investors and social purpose organisations have to compete for funding from
development banks, international development agencies and other investment resources. They
sometimes even have to compete with their own governments for funding.
Speed vs. depth. An example is the Ebola outbreak and Haiti/Idai disasters. The ethical debate

03

is whether to focus on prevailing/chronic issues and constraints or whether to support emerging crises.

A

Should the focus be on faster delivery to respond more quickly to global disasters, even though
existing complex and ongoing challenges require more time, resources and deeper consideration?

Is there a need for continuous investment in research and science over an extended period?

B

Or is it better to contribute to breakthrough advances, like funding university research institutions
and global think tanks or programmes that lead directly to job creation, employment, decent
wages and gender inclusivity, with meaningful impacts over the short term?

The demand for transparency and collaboration vs. a growing appetite for risk and independent
action. For example, should one fund technology solutions that may ensure more inclusive

04

financial systems or sustainable agricultural practices to boost global food security. The ethical
debate centres around the morality of finding commercial opportunity and return on investment
over complex sustainable development practices.

Competing causes, such as homelessness vs. business/enterprise development. The rise in
business and entrepreneurship funding vs. traditional investment and development portfolios

05

means there is competition for attention and resources. The ethical debate is whether the focus
of development/investment portfolios should constantly change – a “flavour of the month”
approach – rather than staying the course over time to ensure sustainability at conclusion.

19

Accepting vs. rejecting funding with strings attached. The ethical debate for social purpose

06

organisations is whether to accept:

A

B

Tainted money – accepting money from sectors/organisations/individuals with a less than
reputable status, such as coal, fossil fuel, gambling, tobacco or liquor companies.
Compensation money – accepting money from organisations/investors/individuals who have
been fined for transgressions or anti-competitive behaviour.
Conflict of interest – accepting money from investors or donors who do not support their

C

existing missions but wanting to focus on outcomes that suit their personal/business/
commercial objectives.

Personal bias/influence vs. ecosystem challenges. The ethical debate for funders in this regard
is to consider whether it is fair to support a business/strategic or commercial/brand objective

07

vs. a social/community need. In addition, businesses must consider whether negative impact,
like failing health and safety systems, intensive pollution and waste or harmful practices, can be
mitigated or off-set by good deeds.

A failing ecosystem
The traditional humanitarian system faces a paradox. As the world contends with the
highest levels of forced displacement and acute need in a generation, humanitarians
are reaching more people than ever before, yet falling further and further short of global
need. A fragmented global aid architecture, with its roots in the mid-20th century, is
struggling to adapt to the demands of the 21st century. Humanitarian response today
reaches too few people, allocates resources inefficiently, and largely fails to listen to
vulnerable populations. And despite commitments to make humanitarian response “as
local as possible, and as international as necessary”, the system at large continues to
default to an international-first approach.7

7

Jeremy Konyndyk, Fit for the future: Envisioning new responses to humanitarian response,
Center for Global Development, 2018.
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Past responses to changing circumstances and acknowledged problems in humanitarian
assistance have tended to be piecemeal and uneven, tweaking the current system
rather than challenging the underlying structures and assumptions on which it operates.
Given the challenges the system faces, incremental reform may no longer be enough.8

Humanitarian crises are becoming more frequent and more complex, lasting longer
and affecting more people. Forced displacement due to conflict and natural disasters
is increasing, reaching 100 million, a figure unmatched since the end of World War II.
Given the increasing persistence and complexity of political crises, population growth,
rapid urbanisation, high levels of poverty and the uncertain impacts of climate change,
the pressures facing a system already creaking under the strain of multiple emergencies
are only likely to get worse.9
It is widely recognised that the current system of aiding those who need it is ineffective. The Overseas
Development Institute (ODI) Humanitarian Policy Group identified five fundamental flaws in the current
humanitarian system:10

01

02

The humanitarianisation of a range of crises and

Overly siloed rather than whole-of-problem

problems that are not humanitarian in nature,

interventions, with an increasingly prominent

often resulting in the biased, inappropriate,

mismatch between the needs of people in crisis

expensive and expansive management of crisis

and the assumptions, approaches and skills of

effects rather than solving causes.

humanitarians who contribute to aid ineffectiveness.

A disconnect or separation between the sector’s

A deep Western bias in the interpretation of

enormous effort and its actual impact in saving

the core principles of development (humanity,

lives and alleviating suffering. This stems primarily

impartiality, neutrality and independence).

from the weight and influence of institutions upon

In particular, there is a failure to ensure

strategic plans and operational choices, over

the transformative promise of humanity by

operational weight and a direct connection

placing human beings and communities at

to human need. In consequence, there is a

the centre of crisis response, instead of defining

disconnect from crisis-affected populations and

people by their victimhood, their poverty or

a yawning accountability gap.

their helplessness.

03

04

In the absence of adequate government support, and where there are major barriers to increasing
development funding and activities in protracted crises, humanitarian activities (and aspirations)
have, by default, expanded into recovery and basic service provision, including long-term health,
nutrition and education, food assistance, livelihood support and social protection measures.

05

Beyond the strain on humanitarian funding, there is a mismatch between humanitarian mandates
and coordination structures and the long-term strategies needed to respond to protracted crises.

This increasing involvement in a wider remit risks diluting the resources available to humanitarian
action, while failing to sufficiently address the challenges of long-term development issues.

8

Time to let go: Remaking humanitarian action for a new era. Overseas Development Institute.

9

Global Humanitarian Overview, 2019.

10
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https://www.odi.org/publications/10503-constructive-deconstruction-making-sense-internationalhumanitarian-system

Calls for disruption
To become more effective, all the stakeholders in the ecosystem will have to adapt. We need big
ideas and big ways of sharing and allowing dispersed people to collaborate. Scholars and activists
are working to reimagine ways that communities, business and governments could work, from
redesigning voting, rethinking democracy, repurposing the media to imagining how to use artificial
intelligence and machine learning to protect human rights, strengthen self-governance and promote
freedom of association. There are signs of change and evolvement:
New distributed models from global to local
New distribution models like the global Black Lives Matter and Pride movements have grown fast
in just a few years. These are small groups of people who know and trust each other and work

01

locally to share ideas globally via digital technologies. They are trying to coordinate on a grand
scale or create huge “attack surfaces” via a big online presence – in addition, their focus,
influence, action, funding and implementation are both global and localised.
Rapid response funds
Influenced by movements seemingly created overnight, such as #Feesmustfall, #metoo,
#occupywallstreet and #dignityforall, more money is allocated to constantly emerging issues.

02

Not only are donors, philanthropists, social investors and funders directing money to new causes,
but they are now focusing on non-traditional issues (such as diversity, empowerment and
inclusion) and including dispersed, intersecting movements in their funding allocations.
Bigger general operating support strategies
Investors and funders are recognising that to effect real change, well-resourced and effective
organisations need to be created. Capacity building and bigger operating budgets (as opposed
to programme support only) are becoming mainstream for funders. For the first time, major funders
are developing integrated full-cost funding policies and strategies to combat the “starvation

03

cycle” that undercuts the effectiveness of their investees. In addition, they are more conscious
of the compliance and reporting cost implications on implementing organisations. Funders, both
public and private, are also beginning to question their role in the data ecosystem. They are
asking how their own data demands may unintentionally put their non-profit partners and the
people they serve at risk, and they are trying to change that behaviour.
New implementation configurations

04

Southern-based NGOs are becoming recognised as system leaders: With the growth of

A

national NGOs and the creation of south-south alliances, national NGOs (based in the
Global South) are growing in scale and importance and occupy more of the humanitarian
space. The power balance between local NGOs and INGOs is beginning to shift.

Humanitarian actors are becoming increasingly differentiated as local experts in specific
development disciplines: INGOs and transnational alliances are increasingly focused on

B

global advocacy and activism, while faith-based NGOs and local NGOs leverage their
proximity to communities and established networks to lead the direct implementation of
humanitarian programmes.
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Aid is everyone’s business
Delivering assistance to affected populations is increasingly becoming a multisectoral affair that
involves NGOs, governments, small local businesses and large multinational corporations as well

05

as impact investors before, during and after a crisis. Partnerships between these organisations are
becoming more varied in nature and structure. And place-based community structures (community
cooperatives, foundations and trusts) are ensuring collaborative action on local issues.

Private sector actors operate in their own right

06
A

Private sector organisations are increasingly involved in the humanitarian value chain, and
are becoming implementers, separate from (and in competition with) NGOs.
Since the early 2000s, effective and mutually beneficial partnerships have been established
in which the private sector, previously seen as little more than a “cash cow”, now also

B

provide expertise, technical know-how and efficiency to humanitarian counterparts. Though
funding may have been the first form of support, companies now provide the humanitarian
sector with services and resources as varied as telecommunication, construction, consumer
goods, pharmaceuticals, logistics and digital innovations.
The motivations behind the private sector’s involvement in the humanitarian sector have shifted.

C

Originally focused on reputational benefits, companies now view social partnerships as core to
their business and an investment in future growth and commercial opportunities.

A marketplace for aid
Global and local marketplaces for humanitarian services are being created. They bring together

07

fund providers and seekers, and allow social purpose organisations to directly engage with new
funders. Communities are also starting to raise their own funds directly through crowdfunding
platforms, and as beneficiaries of funding they can choose the services they need, driving
competition between the various actors in the social sector.

Mutually beneficial relationships
The painstaking negotiation and development of partnership agreements with limited impact
have become outdated, and businesses, development institutions and social purpose organi-

08

sations are developing more strategic ways of working together. New trends in the private sector,
based on efficiency and cost cutting, are also likely to be integrated into the humanitarian sector
over the next decade. For example, the rise of the sharing economy (businesses like Airbnb) or
circular economy movements (using waste or used products and adding value) could play a key
role in the humanitarian sector, shaping it into a more inclusive and inter-operable community.

Principled action
Until now, the greatest controversy regarding private-public partnerships has been around
clashing motivations and principles. For years, aid agencies have accused corporations of

09

whitewashing and getting involved in humanitarian work for reputational gain, and have raised
concerns about how their operational independence is affected by such partnerships. Although
these debates are likely to continue, especially as the ethics of new supply chains and networks
are explored, mutually beneficial and effective private-public partnerships will grow. While
concerns about the dangers of the “privatisation of aid” will persist, the increasing role of private
actors in the space could change the narrative.

23

Reflecting multipolarity
The regionalisation of donors is starting to determine the distribution of humanitarian contributions. Gulf donors are focusing on giving to Middle Eastern crises, and Asian countries are
prioritising and enhancing regional resilience to natural disaster risks in Asia. Simultaneously, the

10

sector is moulded by the growing importance of transregional forces in humanitarian aid flows,
such as the Islamic social finance sector and BRICS (Brazil, Russia, India, China and South Africa),
incorporating humanitarian assistance as a foreign-policy tool.
Competition fosters creativity

11

Consortia funding mechanisms and private-public partnerships are increasing and

A

broadening the resource base for humanitarian action. As a result, there is an increased
call for creativity, risk-taking and collaboration.

B

Innovative financing (e.g. crowdfunding, blended financial models, impact investing and
social impact bonds) are providing additional funding as well as increased innovation.

The growth of technology for good and the increased use of services like cash-card systems,

C

social safety net payments or even outsourcing technical expertise to private companies to
provide basic services like water, electricity and telecommunication have contributed to the
development of completely new development models.

An uncertain future will require the social sector to adapt faster, respond quicker and innovate at
greater scale. Effectively addressing people’s needs, not ideology, should dictate both strategic and
operational approaches and tools. Accepting that different forms of humanitarianism co-exist would
go a long way towards removing the ideological blockages that prevent skilled and capable responders,
whether international, governmental or local, from working more cohesively, and with the full extent of
capacity, skills and resources, to meet society’s growing needs.
Driven by this understanding, the next generation and the future era of humanitarian action must find
more commonality than distinction in approaches to how the human impacts of crises are addressed.
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Pillars of disruption
Early in 2019, the Rockefeller Philanthropy Advisors group issued a call to action to the philanthropy
sector.11 This followed a gathering of the most influential global philanthropists and is aimed at building
a more effective ecosystem – the impact economy. The group proposes to shape the future humanitarian ecosystem in the following ways:
Create a new narrative
Telling a new story is a fundamental task for the global humanitarian sector. We need a
narrative for a new impact economy that is positive, motivating and inspiring. We need to

01

showcase practices that tell a different story of what’s possible. We need to shift society’s
collective understanding and expectations of the role of business in society, to challenge the
notions of what money is and what return it must make, and to create an alternative to the
unchecked individualism at the core of aged and diseased economic models.
Support thinking about a new economy

02

There is currently no connected, accessible and coherent body of thought leadership that
provides the theoretical basis for new economy thinking and acting. To change this, we can:

A
B
C

research and disseminate pluralist economic ideas
reform economics and business school education, and create new academic programmes
to shape 21st century leaders
bring together talented new economy thinkers, including economists, philosophers, system
thinkers, sociologists, psychologists and journalists12

Modernise the financial system
We need to modernise the rules of the game governing financial and capital markets in
order to reduce systemic risks caused by threats like climate change and inequality, and by

03

considering broader stakeholder interests and tying governance into these considerations.
We need to support advocacy to influence policy. Durable returns will be driven by a more
participatory economy, aiming to take this new type of investing mainstream. This will mean:

A

reforming monetary and bank lending systems
developing new standards and building new investment guidelines, metrics and investor

B

education in order to accommodate the ideas behind sustainability and a triple bottom line
and regenerative economy

C

deepening transparency and information access laws and policies

D

finding ways to rebalance risk-reward profiles to accelerate investment in key areas

E

developing public regulations and incentives

11 The Scaling Solutions initiative of Rockefeller Philanthropy Advisors is guided by a steering group from the Skoll Foundation, the Ford

Foundation, Porticus, the Draper Richards Kaplan Foundation, the Ellen MacArthur Foundation, Confluence Philanthropy, the Aspen
Network of Development Entrepreneurs, B Corp Movement and others.
12 The new paradigm, written on behalf of the International Business Council of the World Economic Forum by Martin Lipton,

Lawyer, Wachtell, Lipton Rosen & Katz. https://corpgov.law.harvard.edu/2018/06/20/update- on-thenew-paradigm-theevolution-of-stewardship-principles/
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Build the field of impact investing as a component of development capital
More investors need to support the development of the field. This will mean funding accelerators
to provide impact businesses with management support and access to capital, and developing
products for impact investors, including blended finance mechanisms. The goal is to create an
environment in which profit-seeking social investment can be more common and successful.

04

It will also mean inspiring traditional capital providers to become more involved. Philanthropy
can build compelling evidence that impact investing can be profitable and contribute to
solving the world’s biggest problems. It can build an understanding of why these models are
the only sustainable way forward for our communities and the world at large. This will involve
investing in education and media, including social media, to promote these ideas, and creating
a massive campaign to redefine the narrative on different levels, backed by data on the
viability of alternative models.
Develop impact reporting
We need a “consensus convention” for net-impact reporting (positive minus negative impacts)

05

that facilitates comparability. This will require funding impact measurement, evaluation and data
collection, integrating data across countries, and using impact management tools aligned with
the SDGs and impact economy principles.
Map the field
We need to understand the boundaries of the analysis of this ecosystem and continue building

06

the map of who is doing what, defining the audiences, the geographical focus and issues, and
each entity’s role. We also need to highlight the opportunities for collaboration and identify the
gaps – what is not being done.
Bring people together
Transformational agents should be empowered and connected. We need to create an
inventory of transformational agents, organisations and networks, showing what they need

07

and offer. We also need to recruit, nurture and connect new people and organisations that are
committed to transforming the sector. This means establishing multistakeholder communities that
co-create/identify activities that address the fundamental challenges. The goal is to expand the
global community of people who use business, finance and investment as a force for good.
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Leading through disruption
According to research by Elhra, the humanitarian system has a proven ability to produce
innovations, but it does so sporadically and often struggles to take good ideas to scale quickly.
The humanitarian ecosystem does not consistently invest in innovation, and humanitarian actors
have not always been successful at actively managing innovation processes. Due to this, the number
of landmark innovations that have been integrated into the ecosystem has been frustratingly low
and understanding of best practices for humanitarian innovation remains limited. There has been
significant progress on overcoming operational barriers to scale, but very little action concerning
the more complex, systemic barriers that can really only be addressed through collective action
and collaboration.
Innovation is the one area where disruption is embraced, where partnerships are formed and where
financial resources are leveraged for the greater good. Organisations such as Elhra, Nesta, the Aspen
Network of Development Entrepreneurs (ANDE) and Ashoka are doing exceptional work to scale
innovative interventions, de-risk innovative development models and provide extensive research
support, business development, enterprise and commercial partnerships to fast-track innovative
development practices at greater speed and scale.
The following list presents an overview of global innovations that are set to create new ecosystems
for leading through disruption:
Paga is Nigeria’s market leader in mobile payments and digital financial services and is driving
financial access and usage for the mass market by using a large and rapidly growing agent
network (small kiosk shops, pharmacies, etc.) to deliver a variety of financial services, including
P2P money transfers, transfers to bank accounts, bill payments, airtime purchases, receiving
Inclusion

remittances, savings, and continually introducing more meaningful financial services through
its platform. These types of digital financial services offered to the mass market together with
increasing the usage of mobile money can play a strong role in promoting inclusive growth.13

CityTaps in Niamey, Niger, has developed a solution that bridges the gap between water
utilities and the urban poor. It is a prepayment service that comprises smart and prepaid water
meters, and billing software. Beneficiaries use mobile money to prepay for running water with
any mobile phone, at any time, for any amount, and the monetary savings contribute to and
Access

improve their household budget. This makes the provision of running water to homes substantially
cheaper, more convenient, and healthier.14

Translators without Borders (TWB), is working to develop innovative language-focused solutions
that can be used to help the more than 177 million displaced people who live in areas affected
by humanitarian crises. TWB’s objective is to develop a replicable and scalable machine transInclusion

lation model for low-resource languages. Because these languages are not currently well-served
by language technology or services, the crisis-affected people who speak them struggle to
access critical information or voice their needs in their own language. Machine translation has
the power to bridge this gap, revolutionising humanitarian communication. TWB has developed
voice and text datasets for two languages: Kanuri and Rohingya.15

13 https://www.globalinnovation.fund/investments/paga/
14 https://www.globalinnovation.fund/investments/citytaps/
15 http://www.translatorswithoutborders.org
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Creative Reaction Lab (CRXLAB): Equity-centered Community Design, created by Creative
Reaction Lab, is a unique and creative problem-solving process that focuses on equity and
humility-building, integrates history and healing practices and addresses power dynamics.
This design process is co-created by communities and integrates their culture and needs so
that they can gain access to tools to dismantle systemic oppression and build a future with
equity for all. CRXLAB’s goal is to use and share equity-centered design to achieve sustained
community health, economic opportunities and social and cultural solidarity for all. Their youth
development programme is aimed at black and Latinx high school students who are interested
Empowerment

in entrepreneurship, creativity and community development, and the students gain hands-on
experience in campaigning for social justice and fostering change in their communities. The
participants explore their ethnic history, current events and racial and economic disparities that
have an impact on their daily lives. Through the power of community engagement, participants
collaborate with local residents to come up with ideas to address an issue in the community
and work toward developing and implementing their interventions.16

Harambee: This social enterprise is active in South Africa and Rwanda and works with business,
government, young people and many others who are committed to results that can work
at scale. They tackle youth unemployment using data, innovation, partnerships and onthe-ground experience to build pragmatic, implementable solutions. Their innovation for
supported employment is geared towards helping disabled or disadvantaged workers who are
Employment

unemployed or underemployed with access to job coaches, transport, assistive technology,
specialised job training and individual tailored supervision to help programme participants
become more competitive applicants and better prepared for the job market.

Eye on the future
The social development and humanitarian sector is clearly facing many challenges. Some will require
greater engagement with wider technological or societal change, which grantmakers, donors,
philanthropists and social investors have so far been slow to address. Others require a degree
of introspection: looking at the structures and dynamics within the social sector to see where
problems lie and where it can evolve to become more effective and reflective of the people and
communities it serves. None of these are easy, but all of them are possible. And if the sector and all
its stakeholders can step up to the plate in this moment, the sector’s role as a positive force to shape
our society can hopefully not only be retained but strengthened.

16 http://www.creativereactionlab.com/eccd-field-guide
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It is our opinion that a stronger, more sustainable, effective and efficient humanitarian and
development sector – one that will be resilient by 2030 – will be shaped by four drivers.

Impact
Impact economy

Impact ecosystem

Impact technology

management and
measurement

The impact economy with its blended

The impact ecosystem is about forward-

financial models and impact investment is

thinking organisations and investors that are

an opportunity to align global stakeholders

mitigating a negative environmental footprint

and their resources around a few pertinent

and enhancing social impact with new

development goals and aspirations, such

capitalistic philosophies (“profit with purpose”)

as the SDGs.

as a driver to deliver more sustainable profits

01
03

02
04

and to contribute to global sustainable

development objectives, while ensuring a
better economic future.

Impact technology is driven by the need

Impact management and measurement are

for speed and scale to address economic,

used as mechanisms to ensure financial and

social and environmental challenges

developmental effectiveness - understanding

effectively, and is seen as a mechanism to

what works and becoming more efficient in

turn failing ecosystems around.

creating a better and more inclusive world.

well as the development sectors must understand

ducted by entities which are deeply and

and learn to leverage emerging financial

equally focused on both profit and purpose.

instruments that will influence their work.

This includes social enterprises, the social

Working with new capital structures will also

economy as a whole, benefit corporations,

require restructuring existing funding models,

charities with business ventures and companies

organisational and development strategies,

that have an explicit and embedded commit-

development strategies as well as individual

ment a sustainable “triple bottom line”. This refers

programmes/interventions. Impact capital is set

to considering the social and environmental

to become one of the most significant drivers

impacts of a firm’s business activities on top of

of the sector.

the traditional financial bottom line. Despite this
diversity, “impact” is used as a convenient catch-

Already in 2017, Next Generation envisaged

all phrase that lumps together this wide range of

the impact of new innovative and blended

actors with different motivations and activities.

financial models and predicted it as one of
the leading indicators that would change the

The resources required to ensure equitable and

development sector. Three prominent funding

sustainable development for all of humanity in

models have emerged in the sector as leading

the future will require financial input from various

drivers: blended finance, results-based finance

sources. The philanthropic/social investment as

and impact investing.

Blended finance

Impact investing

Results-based finance

relates to approaches for

refers to investments

refers to a specific group

mixing/blending, raising

made into companies,

of financial instruments that

or leveraging finance for

organisations and funds with

encourage more effective

development purposes,

the intention to generate a

and efficient use of

using a wide range of

measurable, beneficial social

private finance to improve

or environmental impact

implementation capacity.

financial instruments.

IMPACT ECONOMY

The business of the impact economy is con-

alongside a financial return.
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“Today’s world is plagued by long and complex conflicts, widespread
involuntary migration, violent natural disasters and rising inequality.
The next 15 years will likely see humanitarian needs grow further and
INGOs and other aid actors will play a vital role in alleviating human
suffering, promoting peace and development, and driving human
progress globally.”
– Mike Penrose, UNICEF UK executive director
Blended finance
Blended finance combines official development

investors are looking to enter high-potential markets.

assistance with other private or public resources,

Blended finance, impact investing and results-

in order to “leverage” additional funds from

based finance — merging public and private funds

other actors. It allows organisations with different

to mobilise private capital flows for the public good

objectives to invest alongside each other while

— are key tools in global efforts to reduce poverty.

achieving their own objectives (financial return,

They also offer a unique opportunity for investors

social/environmental impact or both).

to gain a foothold in emerging markets in Africa,
Asia and Latin America. But despite emerging and

At a time when national budgets and donor

frontier markets contributing 49% of global gross

resources are stretched, finding new sources of

domestic product, only a fraction of global capital

capital for investment in public infrastructure and

markets flow to these countries due to risk and

services is critical to helping some of the world’s

market inefficiencies.

poorest people rise out of poverty. Governments
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around the world are looking to private-sector

Catalysing private investment through blended

investment, efficiency and expertise to transform

financial instruments for development can

critical sectors such as transportation, power and

provide financing for infrastructure projects,

water to better deliver vital services to their people.

improve investment environments and help

At the same time, the private sector and institutional

create opportunities for firms in emerging markets.

The objective of blending finance is characterised by:
Increasing capital leverage

01

Extending the reach of limited development finance or philanthropic funds to facilitate and unlock
larger volumes of private capital channelled into investments with high development impact.
Enhancing impact

02

The combined skills sets, knowledge and resources of institutional, public and private investors
can increase the scope, range and effectiveness of development-related investments.
Delivering risk-adjusted returns

03

Development and project risks can be managed and mitigated, and high-impact projects in
sectors that are initially unable to attract commercial finance can become commercially viable
over time, realising returns in line with market expectations.

Blended finance in numbers

55%

Focus areas

Deal type: 55%

62% of all deals

in funds

50% of financial

42%

42% in Sub-Sahara

services

= financial services and
infrastructure
= microfinance

Africa (average deal
size of $125 million)

60% of energy

= renewable energy

Blended finance deals have primarily focused on:
Financial services and infrastructure (62% of all deals), particularly microfinance (50% of
financial services) and renewable energy (60% of energy).17
Blended finance continues to be strongly aligned to four SDGs:

SDG 17

SDG 1

SDG 9

SDG 8

(partnerships)

(no poverty)

(industry,

(decent work

innovation and

and economic

infrastructure)

growth)

There is growing momentum around two other SDGs:

SDG 7

SDG 13

(affordable

(climate

and clean

action)

energy)

17 OECD and Convergence, State of blended finance 2018.
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Examples of blended finance:
De-risked finance
Small and medium-sized enterprises (SMEs) have

This risk-sharing facility has helped to overcome

traditionally been poorly served by the banking

the challenges of lending to smaller businesses

industry in Sub-Sahara Africa. Fewer than one

by providing access to finance to enterprises in

in three medium-sized firms in the region have

eight African countries: Burundi, Congo, Côte

a bank loan or a line of credit, according to

d’Ivoire, the Democratic Republic of the Congo,

World Bank data. For small firms it is fewer than

Guinea, Mali, Chad and Togo.

one in five.
The Global SME Facility operates as a
To tackle these financial market restrictions for

comprehensive blended finance vehicle that

SMEs, the IFC (with support from the United

integrates investment and advisory services to

Kingdom) has signed a risk-sharing agreement

help banks scale up SME lending and overcome

with the European Investment Bank and

market restrictions. The facility also provides the

Ecobank, a pan-African commercial and

local partner, Ecobank, with tools to build scale

investment banking group. This has helped to

in SME lending, including advisory services and

fill the financing gap for enterprises operating

SME finance training. For Ecobank, the project

in fragile and conflict-affected states in West

helps to provide a broader customer base and,

and Central Africa.

in time, stronger markets to lend to.18

Example: Impact investment
The Impact Bond Innovation Fund (IBIF), a social impact bond, is the first ECD-focused transaction
of its kind in the Global South. The transaction has been structured between mothers2mothers
(m2m), an international non-profit organisation, and Volta Capita. It is a three-year debt
investment where investors will be repaid with interest when specified social outcomes are
achieved. Over the term of the loan, the IBIF, through the Western Cape Foundation for
Community Work, will seek to improve the cognitive and socio-emotional development outcomes
of 2 000 children in the low-income communities of Atlantis and Delft in the Western Cape.
If successful, the model will be replicated across the Western Cape and then nationally. It will be
applied by government to other social interventions, creating opportunities for blending public
capital and private capital, and crowding-in new funding to underfunded programmes.19

Example: Results-based finance
The Inclusive Youth Employment Pay for Performance Platform launched in April 2018 is a social impact
bond (SIB) that provides upfront capital to Harambee, a youth employment accelerator. The model is
different from most SIB contracts: After a year of testing the structure, the model is being refined and
scaled up, and from years two to four the SIB will include two further service providers besides Harambee,
and an additional two investors. The original investors will recycle their capital from year one into the
second phase. The impact bond has the potential to focus financing on results, paying for young people
placed in jobs, rather than for training. This SIB combines outcome payments from government funders, as
well as philanthropic donors. While it’s called an SIB, the contract is more accurately a hybrid: It combines
financing from domestic government outcome funders and third-party organisations.
Between April and December 2018, Harambee placed 600 young people – 61% of them women – in jobs
across the country. The second phase of investment began on 1 July 2019, and over the next three years
the SIB aims to find employment for a further 5 400 young people. Outcomes are tracked and interest
payments to investors are made quarterly, while the principal will only be paid at the end of the contract
in June 2022. If outcomes are not met, investors are not repaid, and funds from the outcome funders will be
used for Harambee’s next performance cycle. 20
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Impact investment
To help close the SDG funding gap, the inter-

Impact investing is distinct from philanthropy

national development community has been

in that investors target a financial return (or at

looking to tap new sources of capital, particularly

least a return of capital) while accomplishing

from private investors. Impact investing is an

measurable social and environmental impact.

investment approach that seeks positive social
and/or environmental impact, while generating

Impact investors increasingly recognise the

a financial return. It is recognised as an important

need to avoid negative effects and to follow

tool in the development toolbox to mobilise and

international norms and principles designed to

access new capital sources.

address environmental, social and governance
(ESG) risks. While some investors avoid investments

Impact investing differs from other forms of capital:

in specific industries that they see as causing harm
(responsible investors), for example tobacco and

•

•

Intentionality: Impact investors aim address

gambling, other investors (ESG investors) go well

economic, social and/or environmental 		

beyond that objective to reward companies that

challenges. This motivates them to support

manage ESG risks well (for example renewable

businesses they believe can tackle challenges,

energy). Impact investors specifically and

such as poverty, water, sanitation, primary

intentionally invest in companies that generate

education, health, land degradation and

positive impact and return on investment, while

habitat loss.

also avoiding negative impact (for example

Impact investments have financial return 		

sustainable agriculture and food security or

expectations: Depending on the investors’

inclusive financial services).

expectations, different levels of financial 		

•

returns – from capital preservation to market-

Impact investors actively seek to place capital

rate returns - are acceptable.

in businesses and non-profits, and fund industries

Impact measurement: Apart from standard

such as renewable energy, basic services like

financial reporting, impact investors commit

housing, healthcare and education, micro-

to measuring and reporting against social

finance as well as sustainable agriculture and

and environmental impact objectives. This

infrastructure.

contributes to the accountability of
investment strategies to deliver blended

Institutional investors, notably development

returns and impact. 21

finance institutions, pension funds and family
offices (endowments), have played a leading

The fact that social investors (including

role in the development of the impact investing

philanthropists, grantmakers, corporate funders,

industry. Impact investments are made in both

foundations and trusts) as well as impact

emerging and developed markets, as well as

investors recognise that they are dependent on

across all asset classes, including private and

each other and need to leverage each other’s

public markets. Impact investors also target a

key strengths has paved the way for a more

range of financial returns from below-market to

collaborative approach to funding humanitarian

market-rate, depending on their strategic goals

development approaches.

(investment intent).

“Over the past decade, impact investing has gained significant
momentum as both an investment strategy and an approach to
addressing social and environmental challenges.”
18 https://olc.worldbank.org/system/files/Blended_Finance.pdf
19 https://www.gsb.uct.ac.za/PO-BC-early-childhood-dev-social-impact-bond
20 https://harambee.co.za/social-impact/
21 The Global Impact Investment Network (GIIN)
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Impact investing numbers
At the end of 2018, the impact investing industry AUM (assets under management) was estimated at
$502 billion, with individual investor portfolios varying in size. Whereas the median investor AUM is
$29 million, the average investment portfolio is $452 million, indicating that while individual investments
are relatively small, several investors manage very large impact investing portfolios.
Overall, asset managers account for about 50% of estimated AUM, reflecting the fact that many
impact investors choose to channel capital via specialised managers. These include managers
of many types, such as those investing in venture capital, private equity, fixed income, real assets and
public equities. Development finance institutions (DFIs) account for just over a quarter of total AUM.
Others include banks, pension funds, insurance companies, foundations and family offices. 22

Advantages of impact investment
Impact investment makes more capital available to drive social, economic and environmental

01

change and impact.

A

Investment capital far outweighs government spending and philanthropic resources.
Even though philanthropic/social investment amounts are more flexible towards impact,
investment dollars allocated with an impact lens have the potential to contribute enormous

B

impact due to the amount of available capital.

Impact investing can help for-profit and non-profit enterprises toward greater sustainability.

02

Socially-minded organisations, especially non-profits, can often benefit from a measure of
organisational efficiency. Sound internal operational and financial practices can lead to
more effective and sustainable social organisations. For example, a non-profit can grow its

A

budgeting and cash flow management when receiving a loan as opposed to a traditional
grant. Assuming fit and readiness, impact investments can encourage non-profits to use
market-based approaches to create greater social good/impact.
Impact investments can assist social purpose organisations and traditional businesses to

B

become and remain attentive to their impact mission.
There is a growing movement of activist shareholders encouraging boards and companies

C

to employ more sustainable business practices, in addition to the broader influence/pressure
of socially and environmentally conscious consumers and employees.

Impact investors can help produce a viable pipeline of impact enterprises.
A blend of philanthropic and impact investment capital can be used to develop/scale

03

promising business and commercial opportunities. Impact investors can support the SDG
agenda to overcome development challenges. They can fund impact enterprises that
focus on the mitigation of (or adaptation to) climate change, food security, ecosystems,
renewable energy, infrastrucuture, water and sanitation, or health and education.
Philanthropic investment is risk-free capital.
Philanthropic grants are a guaranteed 100% financial loss for the donor. Grants provide the

04

freedom to investees to pursue uncertainty, to have a long-time horizon and to go where other
money might not go. Combining impact and philanthropic/development investments can de-risk
early-stage interventions and organisations, leading to greater impact and profitable enterprises.

37

Examples: Impact investing
Palladium has announced a $40 million impact

The Old Mutual Schools Investment Fund:

investment fund aimed at bridging the financing

Launched at the end of 2011 to address

gap for small businesses in Sub-Sahara Africa.

education infrastructure backlogs and to support

The fund will provide capital for SMEs in emerging

the improvement of education in the country,

markets, focusing on agribusiness value chains

it is the first and largest education impact fund

and off-grid clean energy in Nigeria, Ghana and

in South Africa. The Schools Investment Fund is

Kenya. The aim of the fund is to alleviate poverty

funded by Old Mutual Life Assurance Company

and economically empower over 500 000 rural

of South Africa (OMLACSA), the Government

households, creating at least 3 500 full-time jobs.

Employees Pension Fund (managed by the PIC)

Investors will include foundations, family offices,

and the Eskom Pension and Provident Fund.

pension funds and institutional investors, while

The fund has fully allocated its R1,4 billion and

Palladium will manage the fund, anchored by

further funds are being raised. The primary focus

a $5 million investment of its own capital. The

of the Schools and Education Investment Impact

fund will make debt and mezzanine investments

Fund is on improving the quality of education

of between $250 000 and $2 million into small

by creating access to affordable independent

companies. Palladium has already made two

schools. The fund finances infrastructure and

direct impact investments, in Naasakle, a mother-

education-related requirements of schools

and-daughter-owned shea nut harvesting and

with the dual objective of delivering quality

processing business in Ghana, and in PEG Africa,

education and achieving commercially

an off-grid solar energy project.

acceptable returns.24

23

There is no way for the world
to reach the United Nations
Sustainable Development Goals
without a rapid expansion of
commercial investments and
blended finance. By accelerating
catalytic investments – what some
refer to as sub-commercial or
concessionary investments – we
can help fuel that broader market
growth while bridging capital
gaps for enterprises that struggle
to attract appropriate financing.
– Debra Schwartz
(managing director: impact
investments, MacArthur Foundation)
22 Abhilash Mudaliar & Hannah Dithrich, Sizing the impact investment market, GIIN, 2019.
23 http://disrupt-africa.com/2019/08/new-40m-impact-investment-fund-targets-high-potential-startups-in-rural-africa
24 http://ww2.oldmutual.co.za/old-mutual-investment-group/boutiques/alternative-investments/our-capabilities1/

development-impact-funds/our-products/schools-investment-fund
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The emerging blended finance ecosystem
The table below is aimed at providing an overview of the emerging blended financial ecosystem that
will guide and inform the future of capital flows in the impact economy.
The new paradigm –
The new blended financial ecosystem
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Type of investor

Traditional
investor

Responsible
investor

ESG investor

Impact investor

Social investor

Traditional
philanthropic
investor,
charitable
donor and
grantmaker

Investment
focus

Profit and
return
maximisation

Mitigate risk and
retain investment value

Limited or no
regard for
environmental, social and
governance
factors

Consideration
and analysis of
environmental,
social and
governance
(ESG) factors
as part of
investment
decision-making/
screening

Consider impact
opportunity
to enhance
investment
value

Focus on
market growth
opportunity
and positive,
measurable
impact and
return on
investment

Focus on
positive impact
and return,
investment
effectiveness
as well as
commercial
opportunity
and scalability

Focus purely
on humanitarian
aid and
development
and achieving
positive
impact,
according to
development
objectives and
mission

Return on investment focus

Return is
paramount

Comprehensive
returns

Market-related
returns

Market-related
returns with
positive impact

Market-related
returns, but
trade-off and
concessionary
returns may be
considered

No financial
return
expected,
only impact

Impact intent

Business as
usual

Signal that
impact matters

Signal that
impact matters;
engage
actively on
impact aspects

Signal that
impact
matters;
engage
actively; grow
new/underserved capital
markets

Signal that
impact
matters;
engage
actively; focus
on underserved markets;
provide flexible
and patient
capital

Signal that
impact matters
most, provide
free capital

Can include
alignment
with specific
thematic
investing, and/
or aligned to
the investors’
values

prioritises only financial returns. In an impact economy, consumers and shareholders challenge
entrepreneurs and executives to show that they generate their profit in a manner that contributes
to the public good.
The impact economy at its core is distinctly practical.

01

It consists of organisations that make a conscious decision to create a positive impact
for customers, employees, suppliers and communities, and include those who are setting
themselves up for sustainable economic prosperity – profit with purpose.
The impact economy lies at the intersection of innovation, economy and technology.

02

It focuses on integrating positive social effects with economic benefits by leveraging
technology.
The impact economy propels investors into the area of investment that, if executed

03

properly, can lead to profit as well as increased investments in society and social structures.
One could argue that by internalising the positive externalities that impact investments
may produce, the impact economy is making the market more efficient.

By engaging in practices that create value in a broader sense – value for the

IMPACT ECOSYSTEM

According to McKinsey, the impact economy differs from the traditional capitalist economy that

community, for the environment, for the employees, as well as financial returns –
organisations fundamentally rethink and change the way they do business. We
call this deliberate march into the impact economy profit with purpose.
– The Palladium Group
The impact economy is often mistakenly said to

social sector, benefit corporations, charities

simply encompass traditional companies that

with business ventures, and companies that

have an explicit corporate social responsibility

have an explicit and embedded commitment

(CSR) strategy. However, it extends far beyond that.

to positive triple-bottom lines.

Ultimately, the business of the impact economy

Despite this diversity, “impact” is used as

is conducted by entities that are deeply and

a convenient catch-all phrase that lumps

equally focused on both profit and purpose.

together this wide range of actors with

This ecosystem includes social enterprises, the

different motivations and activities.
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Constructs of the impact economy ecosystem
The outcome of the impact economy for the

structures and the new areas of global priority.

development sector is that traditional boundaries

Right in the middle of this phenomenon is a new

of purpose (existence), value (services),

group of actors and innovative constructs that

markets (beneficiaries and intermediaries) and

must be recognised.

outcomes (impact) are blurred. Until now, the
humanitarian sector has focused exclusively on

Because it is our belief that these new constructs

society,and environmental and humanitarian

will play an increasingly important role in the

action is often understood as two different sectors.

humanitarian ecosystem – or the new impact

However, the lack of awareness regarding its

ecosystem – the following section aims to introduce

interconnectedness could lead to the long-term

concepts which in our opinion will shape and

demise of the sector. Environmental degradation

contribute to the future of this ecosystem, including

is causing humanitarian crises, and humanitarian

social enterprises that seek to create social capital

crises are exacerbating areas that are already

and shared value through social innovation, and

under a lot of strain.

encompassing areas such as the circular and
inclusive economies.

To understand this and mitigate future risk, we
must have a new construct of how we operate and

Because of the impact economy, the structure of

view our impact ecosystem. In the development

capitalism is changing, as is the understanding

sector, resources flow across the globe with the

of “value”. Value is the economic, social or

expectation that it will do good and bring about

environmental worth of a good or service. Modern

meaningful change at the end of its lifecycle.

markets are proving to have a much more inclusive

This is no longer the case.

concept of value, and the academic sector is
providing frameworks that link social and financial
outcomes more closely than ever before.

Resources are less, there are new development
priorities and there are new actors that, depending
on where you are in the ecosystem, have become

First there was Jed Emerson’s concept of blended

more or less effective. Notwithstanding, it is

value, then Michael E. Porter and Mark R. Kramer’s

important to recognise the emerging investment

concept of shared value.

01

08

07

New blended
financial models

New global development framework

06

Blurring boundaries

02

New impact
ecosystem

Emerging players

04

and actors

05
41

03

Declining resources

New concepts
of value

New commercial
opportunities

Interconnectedness of
environment and society

Blended value
Blended value refers to a conceptual framework in which non-profit organisations, businesses and investments are evaluated based on their ability to generate a blend of financial, social and environmental value.
Blended value propositions are founded on the notion that value cannot be disaggregated and they are
inherently made up of more than one measurement of performance.
For example, under a blended value proposition:

01

02

A for-profit business would consider its

In the same context, non-profits would

social and environmental impact on

consider its financial efficiency and

society alongside its financial performance

sustainability in conjunction with its social

measurements.

and environmental performance.

Blended value suggests the true measure of any organisation is in its ability to perform and deliver value in
three areas – economic, social and environmental.

Examples
Aravind Eye Hospital offers quality eye care on a sliding scale fee model, which means that those
who cannot afford medical care are treated for free, and those who can pay, do. Even after
having served more than 32 million patients (most of the surgeries being free or subsidised for
impoverished people), it has managed to be a highly lucrative hospital. Its financial sustainability,

02

blended with the impact on the eye health of millions of rural Indians, allows Aravind to yield a high
level of blended value.
The fair trade coffee cooperative creates blended value through:
1. Economic value: Guaranteed minimum prices paid to coffee farmers
2. Social value: Investments in and programmes for communities

3. Environmental value: Sustainable farming practices that reduce dependence on natural resources.
The model’s ability to yield blended value depends on its financial viability.
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Shared value
The central premise behind creating shared value is that the competitiveness of a company and
the welfare of its stakeholders are mutually interdependent. Capitalising on the connection between
societal and economic progress has the power to unleash the next wave of inclusive global growth
and redefine capitalism.
Companies can create shared value in several ways:
Reconceiving products and markets

01

Solving social challenges by redesigning their products and services and at the same time
leverage opportunities to enter new markets, expand existing markets or lower production
costs through innovation.
Redefining productivity in the value chain

02

Companies can ensure greater transparency and accountability in their supply chain by
ensuring better resource management across their value chain, from all their partners, and
by measuring their impact on local economies, society and the environment.
Enabling local cluster development
Companies do not operate in isolation from their surroundings. To compete and thrive, they

03

need reliable suppliers, functioning infrastructure including roads and telecommunication,
access to talent, and an effective and predictable legal system. Through effective stakeholder
engagement and by being a valuable partner in local economies, improved partnerships will
contribute to an enhanced licence to operate.

A purpose-led organisation that intentionally aims not to harm the environment, that contributes to sustainable
and inclusive societies, builds trust, enhances its reputation, also delivers superior return to its shareholders.

Examples
Unilever, Coca-Cola, SABMiller and IPL

and tactics with startups, industrial partners,

commissioned independent research teams

universities and others. Enel has launched 147

and Oxfam to conduct poverty footprint and

energy projects with startups, 39 of which scaled

economic impact studies which assess the

to industrial deployment in the past three years.

impact of their operations on people living in
poverty. The results informed improved policies,

Paypal is the USA’s largest player in online

practices and product design to enhance

payments (237 million accounts) and harnesses

economic and social impact. The UN Global

its huge footprint to increase access to financial

Compact and Oxfam, in close collaboration

services for underbanked populations, boosting

with a multistakeholder advisory group, have

local economies as a result. Over the past five

partnered to launch the Poverty Footprint tool,

years, the company has loaned more than

which enables organisations to make a people-

$5 billion to 150 000 small businesses – in regions

centred assessment of corporate impacts on

that lost brick-and-mortar bank branches

poverty.

after the financial crisis – through its Working
Capital offering, which lets borrowers pay back

Enel is one of the world’s top producers of

the money with a cut of their PayPal sales. It

energy from renewables – zero emission sources

has also mobilised the generosity of its vast

account for 51% of its production. Through its

community, with $8,5 billion donated to charity

Open Power strategy, it is sharing green tech

by PayPal customers and merchants.

Using blended and shared value strategies, the case studies above provide evidence of inclusive
and participatory development, while opening new business markets that will drive future demand.
Working in collaboration, these organisations build the resilience of suppliers, communities and
retailers in emerging economies to reduce their exposure and vulnerability to other economic, social
and environmental shocks and disasters.
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Social innovation
The World Economic Forum’s Global Agenda on

the needs of different elements (such as process

Social Innovation, an advisory body comprised

or systems innovation) and/or various stakeholder

of leading practitioners, thought leaders and

groups. These can include a wide range of

academics, defines social innovation as “the

issues, from working conditions and education

application of innovative, practical, sustainable,

to community development and health.

market-based approaches to benefit society
in general, and low-income or underserved

Social innovation strengthens civil society.

populations in particular”.

It includes the social processes of innovation,
such as open source methods and techniques

Social innovation means being more strategic,

and innovations that have a social purpose,

ambitious and collaborative in how access

like activism, online volunteering, microcredit

and opportunity can be provided for billions of

or distance learning. It focuses on new ways

low-income people to participate in the global

of working (development models), new forms

economy. It is the process of developing and

of cooperation (new business models and

deploying effective solutions to challenging and

partnerships) and new processes and systems

often systemic social and environmental issues

(across value chains) to make the ecosystem

in support of human progress. Social innovations

more effective, especially for those that work

are new strategies, concepts and ideas that meet

towards a sustainable society.

The notion of social innovation can be understood in three distinct ways:

01

A specific type of social innovation

02

An intention to contribute to societal transformation

03

The process through which social innovation contributes to societal transformation25

Examples
Selfina (Tanzania): Customs and traditions in

items. It allows people to use each other’s assets

some African regions make it difficult for women

in exchange for specified periodic payments.

to own land and assets, often resulting in

Microleasing is different from microcredit and

financial institutions not considering women to

offers women several advantages. Selfina has

be creditworthy, as they lack tangible/collateral

economically empowered more than 25 000

assets. For example, leases are linked to specific

women, worth approximately $16 million. By

assets and are therefore not as vulnerable to

providing microcredit through microleasing, more

expropriation by partners or spouses. It allows

than 200 000 lives have been impacted through

women to acquire productive assets – such

the benefits accrued. Women are now owners

as sewing machines, livestock and ovens –

of their own businesses and more than 125 000

over time and to use the assets to grow their

jobs have been created. Founded by Dr Victoria

businesses and earn revenue. When leases are

Kisyombe, who was widowed but made good use

complete, the assets become the property of

of Sero, a cow her late husband left behind as a

the women and can then be used as collateral

productive asset to generate income. From this

for subsequent loans. Microleasing enables

experience and also as an inspiration to fellow

borrowers without a credit history or any collateral

women, she went on to create Sero Lease and

to access the use of capital equipment and other

Finance Ltd (Selfina). 26

25

www.transitionalsocialinnovation.eu

26

www.selfina.com
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Indego Africa supports women in Rwanda

and achieve long-term economic security for

through economic empowerment and education.

themselves and their families. They pay crafters

The organisation preserves traditional craft by

and partners fair wages, and women earn on

sourcing natural fibres directly from communities

average 40% of the wholesale price of all items.

and celebrates handmade work by investing

This enterprise aims to break intergenerational

in rich cultural traditions and diverse artisan

cycles of poverty. To do so, Indego Africa provides

skills. In addition, they reduce waste from their

female artisans with the tools and support to

production process by using recycled (and

become independent businesswomen and drive

upcycled) materials, repurposed fabric scraps

local (rural) economic development. Partnering

and other salvaged textiles across product lines.

with 18 cooperatives of female artisans, Indego

Their Economic Inclusion for Refugees Programme

Africa sells handcrafted products through an

addresses the unique livelihood and financial

e-commerce site, collaborating with designers,

challenges female refugees face. By providing

brands and boutiques worldwide. To develop their

these women with artisan skills, business training

entrepreneurial skills, Indego provides artisans with

and market access at the Mahama and Kigeme

training in quality control, design and product

refugee camps in Rwanda, Indego helps them

management. The organisation currently employs

integrate in their host country’s labour force

more than 600 women. 27

Digital social innovation
Since 2014, a subdomain of social innovation has been defined as a result of the introduction of digital
technologies. The subdomain is called digital social innovation and refers to “a type of social and collaborative innovation in which innovators, users and communities collaborate using digital technologies to
co-create knowledge and solutions for a wide range of social needs and at a scale and speed that was
unimaginable before the rise of the internet”. 28

Examples
Fab Lab is the educational outreach component

smart lockers can be placed at various locations,

of MIT’s Center for Bits and Atoms (CBA), an

such as shopping malls, commuter nodes or

extension of its research into digital fabrication

retail outlets. They represent alternative ways

and computation. A Fab Lab is a technical

of reaching patients, ensuring that core clinical

prototyping platform for innovation and invention,

resources can focus on patient interface rather

providing stimulus for local entrepreneurship. A Fab

than dispensing. The smart lockers work in a setting

Lab is also a platform for learning and innovation:

where a national health ministry needs to reach

a place to play, create, learn, mentor, invent.

more people but is limited by the number of

To be a Fab Lab means connecting to a global

traditional healthcare facilities, staff shortages and

community of learners, educators, technologists,

higher patient volumes.

researchers and innovators. It is a knowledgesharing network that spans 30 countries and

Lumkani seeks to address the challenge of fires

24 time zones. Because all Fab Labs share

in urban informal settlements and townships in

common tools and processes, the programme

South Africa and across the globe. Lumkani is a

is building a global network, and a distributed

technology company that distributes insurance

laboratory for research and invention.

products to financially excluded households and
and businesses. It has distributed thousands of fire
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Pelebox is a digital platform that manages various

alarms to homes, drastically lowering the instances

internet-enabled smart lockers that enable

of fires in communities and ensuring that the most

patients to collect their repeat chronic medication

vulnerable are instilled with a sense of security.

in under two minutes, instead of queuing at public

Millions of Rands of damage have been mitigated

clinics. It is a social innovation that leverages the

through early warning fire detectors. In addition,

power of technology to improve service delivery

they provide low-cost inclusive insurance products

and offers a patient-centric service. Pelebox

to provide safety and financial security to clients.

Social entrepreneurs
A social entrepreneur pursues applications that can potentially solve social, environmental or
community-based problems. Through their initiatives and interventions, social entrepreneurs are
people are willing to take on the risk and make the effort to create positive change in society.
A social entrepreneur also seeks to address imbalances – the root causes behind social problems
or social stigma. The main goal of a social entrepreneur is not only to earn a profit, but also to
implement widespread and often systemic improvements in society.

In addition to continuous innovation, social entrepreneurs share two key characteristics:
They are open to learning: Social entrepre-

They are driven by values: Dignity, access to

neurship is a learning process by design. It

opportunity, transparency, accountability,

involves conceiving a more effective way

equity and empowerment are important

to address a poorly met need, testing and

values to social entrepreneurs. They are

refining the initial concept, mobilising the

passionate about the problems they aim to

01

02

resources and partners necessary to scale

solve and keep their social mission front and

the model, and continuously improving the

centre as they scale up their operations for

offering through rigorous impact measure-

greater impact. In many cases, they have

ment and an openness to incorporate

left potentially lucrative careers to start their

feedback.

social enterprise.

Examples
Jacqueline Novogratz, Acumen Founder and

The Next Generation Leadership programmes

CEO: Novogratz’s work began in 1986 when she

at the Rockefeller Foundation. She serves on the

quit her job on Wall Street to co-found Rwanda’s

Aspen Institute Board of Trustees and the board

first microfinance institution, Duterimbere.

of IDEO.org, and sits on the advisory councils

The experience inspired her to write The blue

of the Harvard Business School Social Enterprise

sweater: Bridging the gap between rich and

Initiative, the Oxford Said Global Leadership

poor and create Acumen. When she founded

Council, the Pakistan Business Council’s Centre

Acumen in 2001, few had heard of the words

of Excellence in Responsible Business (CERB) and

impact investing. Fifteen years later, Acumen

Social Enterprise at the University of Virginia. 29

had invested $110 million to build more than
102 social enterprises in countries like Uganda,

Ghanaian social entrepreneur Nthabiseng Mosia

Kenya, Ghana, Pakistan, India, Colombia and

co-founded Easy Solar. Inspired by the lack of

the USA. These companies have created and

access to electricity in 90% of Sierra Leone, Mosia

supported 60 000 jobs, leveraged an additional

and her partners created Easy Solar to provide

$522 million and brought basic services like

customers with an alternative to electricity. They

affordable education, healthcare, clean water,

operate a rent-to-own financial model and offer

energy and sanitation to more than 200 million

high-quality products and appliances. Easy Solar

people. In 2015, Fast Company named Acumen

has connected more than 200 000 households,

one of the world’s top 10 most innovative not-

created more than 300 jobs, ensured more than

for-profits. Prior to Acumen, Novogratz founded

$5 million in household savings and has nine

and directed The Philanthropy Workshop and

distribution points. 30

27 https://indegoafrica.org/pages/education
28 http://publications.europa.eu/resource/cellar/3d227085-2884-11e6-b616-01aa75ed71a1.0001.01/DOC_1
29 https://acumen.org/jacqueline-novogratz/
30 www.easysolar.sl
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Social enterprises
Social enterprises are revenue-generating businesses with a twist. Whether operated by a non-profit
organisation or by a for-profit company, they have two goals:

01

02

Achieve positive social, cultural, community,

Earn revenue and maintain financial

economic and/or environmental outcomes

sustainability

Social enterprises take on several organisational formats:

A non-profit social enterprise drives the adoption of an innovation that addresses a market
or government failure. The entrepreneur engages a cross-section of society, including

01

private and public organisations. There is a dependency on outside philanthropic funding,
but their longer-term sustainability is often enhanced because the social entrepreneur has a
vested interest in the continuation of the venture.
A for-profit social enterprise is created with the explicit intent to solve a social/environmental problem. While profits are ideally generated, the main aim is not to maximise

02

financial returns for shareholders but to grow the social venture and reach more people
in need. The entrepreneur seeks investors who are interested in combining the financial
and social returns of their investment.
A hybrid social enterprise is a non-profit organisation that includes a degree of cost-

03

recovery by selling goods and services. It often requires setting up several legal entities to
accommodate earning income and charitable expenditures in an optimal structure.

There are specific characteristics that distinguish social enterprises from other forms of enterprise:
They are purpose-driven and prioritise solving either social or environmental challenges in
addition to meeting the basic needs of the communities where they operate.
They deliver impact and generate profit. They aim to balance social and environmental
objectives with economic impact.
They are both self-funded and dependent on external capital to scale and grow and serve
more customers.
They generally identify and describe themselves as a social enterprise rather than just a
commercial entity – they claim to be more impactful than general businesses, not-for-profit
or charitable organisations.
They are diverse in legal structure. Social enterprises choose from a range of available options
to ensure their legal framework is appropriate for their operations and funding strategies.
They consider themselves to be innovative and generally consider their business models,
products and services to be innovative as well.
They put a premium on performance management. Because they are funded by different
investors and funding structures/models, they are required to measure their impact and report
on it. As such, internal monitoring, evaluation and learning systems are established early on.
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Funding social enterprises has become one of the major focus areas for impact and social investors
and philanthropists. There are many pitching contests for funding and large amounts of funding are
dedicated by social and corporate social investors as part of transformation initiatives, including skills
development, enterprise and supplier development or socioeconomic development budgets. Several
incubators, accelerators and funding/development hubs have also been created.

Examples
Community Shop: Created a food market that sells
food to low-income communities at a discounted
price. Food is donated by or purchased cheaply
from supermarkets and other suppliers that cannot
sell it for various reasons, such as approaching
expiry dates, dented cans or incorrect labelling.
Textbooks for Change: Partners with student groups/
clubs to collect used textbooks at the end of each
semester. Students donate their used textbooks.
Some are resold to students and some are donated
to students in need at underserved universities in
the developing world. The profits are split between
the student groups/clubs and used for programme
administration costs, while any remaining funds are
used to support social programmes in communities.
Kiva: Created a platform for individuals
and organisations to lend money directly to
entrepreneurs who would otherwise not get funding,
such as those in the developing world. They charge
a small fee to cover the operational costs.31

The circular economy
The circular economy focuses on replacing the linear economy’s take-make-use-dispose model with a
circular one in which waste can be transformed into resources so that the economy can become more
sustainable and reduce its negative environmental impact. The circular economy allows organisations
to achieve a competitive advantage thanks to managing raw materials better, offering new economic
opportunities in new markets and enabling new jobs to be created locally.
The circular economy and the impact economy meet at numerous intersections:

01

Both models place individuals and sustainable development at the centre.

In the circular economy, as in the impact economy, a key success factor lies in strengthening

02

creative and innovative capacity at the local level, where relations of proximity constitute a
decisive component.
The objectives, values and principles of the cooperative movement support both the impact

03

and circular economies, for instance through links with local communities, ensuring intercooperation and solidarity, providing contributing and decisive pillars for guaranteeing 		
sustainable development processes in their triple dimension: environmental, economic and social.

31 https://www.kiva.org/lend/agriculture
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Examples
Vigga: Through a circular subscription concept,

group’s partnership platform to develop more

Vigga offers quality children’s clothes, produced

sustainable products with partners from across

under proper conditions, at an attractive price.

the world. 32

Subscribed customers get 20 clothing items in
their child’s size; when the clothes become too

The Appliance Bank: Started by social entrepreneurs

small, they are replaced by new sets in a bigger

Tracey Chambers and Tracey Gilmore, The

size. After a quality inspection, the returned

Appliance Bank (part of The Clothing Bank)

clothes are washed professionally and then

recruits unemployed men (preferably fathers)

delivered to another child, creating a circular

and gives them the relevant technical skills. The

process. The concept creates an incentive for

men repair the appliances and sell them for a profit

textile companies to produce quality children’s

in their communities. They are also able to offer

clothing. This increases their initial profit and

repair services to their customers. The beneficiaries

textile waste is reduced by 70% to 85%.

receive extensive financial, business and life-skills
training, as well as coaching and mentoring to

Carlsberg: Around 45% of the Carlsberg group’s

help them on their journey to self-determination.

CO 2 emissions come from its packaging. The

The holistic programme also explores deeply-held

group wants to reduce this by encouraging

beliefs concerning patriarchy and gender roles. By

consumers to recycle more by developing eco-

exploring root causes, the aim is to create fathers

friendly packaging. Carlsberg has initiated

who will become role models for future generations.

a partnership with the Danish company

The Appliance Bank also supports the circular

ecoXpac, Innovation Fund Denmark and the

economy by preventing damaged appliances

Technical University of Denmark to develop a

from being disposed of in landfills. It also helps

biodegradable beer bottle made from wood

impoverished communities to access essential

fibre. It will be as light as a PET bottle, with the

home appliances at affordable prices, improving

advantage of having been created from bio-

their living standards. In 2018, The Appliance Bank

based sources. The project is one of the activities

had 67 active businessmen who sold goods for a

in the Carlsberg Circular Community, which is the

profit of R5,3 million. 33

Innovation and impact hubs
Innovation and impact hubs have been widely

theme include startup bootcamps, pitching

celebrated by development practitioners and

competitions and hackathons.

policymakers for their ability to boost creativity
and collaboration. Hubs (along with “labs”)

This new impact ecosystem offers tremendous

are now appearing in virtually every major

opportunities for both social and impact investors.

city around the world, and it seems as if

For philanthropists, it offers flagship and signature

there are as many sub-types as there are

initiatives that are easily recognisable, controllable

different types of entrepreneurship, for

and marketable, while for impact investors it is

instance “fintech” hubs. Variations on this

a pipeline of future investment opportunities.

Examples
Impact Hubs: A rapidly expanding, diverse global network of inspiring spaces, collaborative entrepreneurial
communities and incubation and acceleration programmes, with several offices globally
Incubators: Shanduka Black Umbrellas, Raizcorp, Edgegrowth
Accelerators: Merck (healthtech), Barclays’s Rise (fintech), Injini (edutech), Wennovation Hub (agritech),
Think (digital tech)
32 https://stateofgreen.com/en/partners/state-of-green/news/10-examples-of-circular-economy-solutions/
33 www.theclothingbank.org.za
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be a powerful way to leverage solutions to global challenges, at scale. Already in 2017, Next
Generation predicted the rise of tech for good and the enormous amount of social investments
and grantmaking capital that is being invested to bring about sustainable development. Due to
increased investments, we now include more information on this continuing trend.
Impact technology is the intentional use of science and technology to benefit people
and the planet. 34
This emerging sector is growing worldwide, influenced by:

01

a talent convergence between the tech and impact worlds,

02

a sense of urgency to respond effectively to global challenges,

03

economic incentives,

04

the growing influence of new generations of consumers, workers and investors, and

05

the economic and commercial possibilities emerging technologies offer.

For entrepreneurs in emerging economies, impact technology offers an opportunity to leapfrog

IMPACT TECHNOLOGY

Technology and disruption are shaping the global future and when the two intersect, it can

outdated systems and move straight to advanced ones. Some impact technologies can replicate proven leapfrogs, like mobile banking for financial inclusion. Others innovate with impact
technology, like the drone delivery of medical supplies, or blockchain records to secure land
rights for the poor. Such endeavours could also unlock tremendous economic rewards.

Examples35
Turning waste water into a renewable asset: BioFiltro harnesses the digestive power of worms
and microbes to remove up to 99% of contaminants from waste water. This process not only
turns waste water into a renewable asset; it also converts contaminants into organic fertiliser
and uses up to 95% less energy than traditional filtration systems.
Boosting agricultural livelihoods in Africa: The Hello Tractor app – effectively “Uber for
tractors” – links tractor owners with smallholder farmers, providing affordable access to the
machinery they need to boost their productivity and income.

34 The frontiers of impact tech: Moonshots worth taking in the 21st century.
35 https://www.ey.com/en_gl/how-impact-entrepreneurs-are-driving-inclusive-growth
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The Fourth Industrial Revolution
As Industry 4.0 or 4IR unfolds and emerges, investors,

others, are struggling to evolve and realise the

civil society and social purpose organisations are

potential of 4IR, the humanitarian sector must

called to play key roles in solving global challenges,

transform. Innovative technology enables the

championing human causes and fostering dialogue

necessary reach, efficiency and data-driven

on societal issues. A more informed and innovative

decisions that can allow the best possible

sector has the potential to be revolutioned by 4IR. It can

humanitarian response to develop.

advocate and demonstrate the responsible use and
practice of digital and emerging technologies. It can

The humanitarian sector cannot change on its

encourage inclusive and participatory approaches to

own, or in silos. While strategy and partnerships

social innovation and technology. It can also promote

are essential for all sectors, the social investment

business/development models for translation across

and development sectors face a unique set of

sectors and disciplines, and encourage experiences in

challenges that warrant both organisational

technology and societal challenges.

change and new multistakeholder models to
protect and catalyse civil society action.

Due to the nature and speed of technological
change, combined with other economic, political

Research suggests that a significant portion of

and environmental pressures, organisations are

the international humanitarian sector is actively

struggling as they attempt to respond adequately

seeking opportunities to represent the stakeholders

to 4IR. As they wrestle with a range of tensions in

and beneficiaries they aim to protect and serve.

their approach to technology, they will inevitably

While many organisations are involved and want

need to rely on cross‑sectoral partnerships and

to engage further with the development, use and

knowledge‑sharing to advance meaningful

governance of emerging technologies in ways

change and adequately equip their resources

that reflect their values, ensuring this is not the sole

with the necessary skills and competencies.

responsibility of social purpose organisations. It is
a matter of common interest, involvement and

Concurrent to the technological revolution

investment from foundations, businesses and

are broader socioeconomic, geopolitical and

others to support a thriving civil society sector

demographic drivers of change, each interacting

that helps to safeguard peace, security and

in multiple directions and intensifying one another.

solidarity in the emerging 4IR economic, political

As entire industries adjust, most occupations are

and social context.

undergoing a fundamental transformation. While
some jobs are threatened by redundancy and others

Developments in genetics, artificial intelligence,

grow rapidly, existing jobs are also going through a

robotics, nanotechnology, 3D printing and

change in the skills sets required to do them.

biotechnology, to name just a few, all build on
and amplify one another. While the impending

The debate on these transformations is often

change holds great promise, the resulting patterns

polarised between those who foresee limitless

of consumption, production and employment

new opportunities and those who foresee massive

also pose major challenges requiring proactive

dislocation of jobs. Just as the manufacturing,

adaptation by corporations, governments,

technology, energy and service sectors, among

individuals and the humanitarian sector at large.

The humanitarian sector cannot change on its own, or in silos. While strategy
and partnerships are essential for all sectors, the social investment and
development sectors faces a unique set of challenges that warrant both
organisational change and new multistakeholder models to protect and
catalyse civil society action.
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Internet of Things
The internet has become so vital to our daily lives that in 2016 the UN’s Human Rights Council declared
it a basic human right. The Internet of Things (IoT) refers to the system of connected devices that
enables smart technology that learns and adapts in response to data collected. Devices are not
limited to phones and computers, but can be all sorts of “things”, like thermostats, cars and health
trackers. Sensors in these devices transmit gathered data to a computer that analyses the data. In the
humanitarian sector, the IoT is believed to increase efficiency in several ways.

Examples
In Rwanda, SweetSense is placing wifi or cellular

In most developing countries, people use

connected sensors on water pumps. These sensors

wood and charcoal to cook and heat their

register data about water supply, demand, hourly

homes. The indoor air pollution caused by

flow rates, usage, performance, seasonality and

this activity contributes to approximately

peak periods. The sensors may add 10% to the cost

4 million deaths each year. The Global

of the handpump ($100 for the sensors and $6 to $10

Alliance for Clean Cookstoves aims to

a month for data transmission), but the sensors are

enable 100 million homes to start cooking

able to increase the uptime by 80% to 90%, reducing

with clean and efficient cooking solutions.

the cost per unit (10 000 litres) of water. In Kenya,

IoT sensors play a role in this initiative by

a similar project has increased the functioning of

measuring the black carbon emitted by

hand pumps from 67% to 98%, ensuring a much

stoves and monitoring and enabling projects

more stable flow of water in villages.

that disseminate improved cookstoves.

Crowdsourcing
Crowdsourcing refers to many people actively reporting on a situation around them, often using mobile
phone technology and an open source software platform.

Example
The Red Cross uses a software programme to send text messages to groups of registered donors,
according to the blood type they need. In one day, the Red Cross sent alerts to 2 000 Type O
donors, asking them to donate blood at the nearest clinic. In two hours, more than 500 donors
responded. Contacting people via traditional methods like phone calls would have taken them
about a week.

Next Generation Consultants – All rights reserved
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Crowdfunding
Crowdfunding models vary and can include:

01
03

02
04

Donation-based crowdfunding, in which

Rewards-based crowdfunding, in which

donors are not typically granted anything in

investors contribute funds in exchange for a

return for their donation.

reward – in many cases the item produced
by the campaign.

Equity crowdfunding, in which investors

Debt/lending crowdfunding, in which

contribute funds to companies in exchange

investors provide money and expect their

for a piece of equity in the company.

loan to be paid back with interest.

Example

Rwandan startup M-funding is helping entrepre-

investors, M-funding also provides technical support

neurs crowdfund for their social impact projects.

and legal assistance to these entrepreneurs after

So far, eight of 13 attempted projects have raised

financing their project on the platform to protect

their target amounts, with $10 400 raised from 23

investors. Based in Kigali, the startup also has

unique investors. Another 23 projects are currently

operations in the Democratic Republic of Congo

actively raising funds, with a total value of $865 000.

(DRC). It uses participatory financing mechanisms

Beyond connecting young entrepreneurs to

through mobile payment platforms.

Geographic Information System (GIS)
This is a computer system for gathering, managing, analysing and displaying many types of
data, including geospatial information. Geospatial information refers to data on a place or
a set of geographic coordinates.
GIS visualises layers of information into maps and 3D models that reveal deeper insights into
data, such as patterns, relationships and situations, helping users make smarter decisions.

Examples
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The World Food Programme is the world’s largest

In Niger, Mercy Corps partners with NASA to

humanitarian agency that fights hunger world-

harness satellite imagery to help find underground

wide. On average, the WFP reaches more than

water resources and build sustainable water access

80 million people with food assistance in 82

plants with the government to fight ongoing droughts

countries each year, using remote sensing

that affect the lives of millions of farmers in

and GIS data.

the country.

Digital identities and biometrics

Examples

The World Bank estimates that more than

In Botswana, digital identification

1 billion people worldwide are unable to provide

through biometrics resulted in a 25%

identification to prove who they are. Digital IDs

savings in pensions and social grants

help refugees and displaced populations access

by identifying duplicated records and

services. A digital ID is linked to fingerprints, iris

deceased beneficiaries. In Nigeria, digital

scans, personal information, medical records

identification reduced the federal pension

and other personal data.

roll by 40%.

Distributed ledger technology
Distributed ledger technology (DLT) is a collection of data that is synchronised and shared across
multiple locations, with blockchain the most recognisable example. Blockchain is a way to track
ownership of assets without the need for a central authority. It is a decentralised public ledger that
automatically tracks all transactions across a digital peer-to-peer network. The platform provides
a greater ability to monitor individual transactions (currency, contracts, escrow, etc.) among known
or unknown parties. This technology increases transparency and decreases the chance of fraud, data
mismanagement or corruption. It also reduces the usual transaction costs associated with moving
money across different currencies, countries and financial institutions.

Example
UNICEF invested in the startup 9Needs to develop an open source digital identity and personal
information platform, Amply. The Amply project uses blockchain infrastructure and smart
contracts to help children access services such as education, healthcare and social benefits
and make the subsidy process more transparent and accountable.

Cryptocurrencies
Over the past few years, cryptocurrencies have
burst into the mainstream on many levels. These
digital currencies use encryption techniques to
regulate the generation of currency units and
verify fund transfers, operating independently of
central banks.

Example
Akoin is a global project that offers digital and
real-life platforms and experiences that create
opportunity and inclusion for youth entrepreneurs
by allowing customers to buy, hold and spend
cryptocurrency from their smartphones through
a suite of blockchain-powered apps. Created by
artist, producer, entrepreneur and philanthropist
Akon, who started Akon Lighting Africa to
provide scaled solar power solutions in 18 African
countries, the Akoin ecosystem of crypto-based
apps offers immediate and ongoing revenuegenerating opportunities to stimulate microexchanges and financial sustainability.
Next Generation Consultants – All rights reserved
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Drone applications
A drone is a small unmanned aerial vehicle (UAV) that can be used in various ways. A few of the many
applications are mapping, search and rescue, as well as light cargo delivery.

Examples
AngelsWing, a South Korean startup, delivers

In Madagascar, drones provide data on cyclone-

medical supplies and purified water bottles to

prone areas to detect changes in infrastructure

a health camp in Nepal.

and soil erosion along the eastern shoreline. In
Mozambique, covering 14 000 km 2 across the

The World Health Organisation (WHO) uses

Zambezi River Delta, the largest ever mapping

drones to deliver small medical supplies in

operation using drones detects informal settlements,

Papua New Guinea. Médecins Sans Frontières

creates digital models and helps identify safe places

(MSF) has done the same in Bhutan.

for people to relocate to during emergencies.

3D printing
3D printing provides opportunities for innovation in multiple fields, including health, sanitation and shelter.
For the humanitarian sector, it is a chance to bring much-needed equipment to vulnerable communities.

Examples
In Kathmandu, a lot of pipes are fixed in an

In Bahrain, large-scale 3D printing using a

improvised manner, using anything people

sandstone-like material has been used to create

can find, for example bicycle tires. Within a

unique coral-shaped structures that encourage

few hours, the humanitarian team designed

coral polyps to colonise and regenerate damaged

a fitting that connects two pipes and let a

reefs. These structures have a much more natural

portable 3D printer, running on a car battery,

shape than other structures used to create artificial

print the fitting for $0,40.

reefs, and have a neutral pH, unlike concrete.

Cash transfers
Cash transfer programming (CTP) is a cluster of ICT innovations that enables aid delivery in direct
payments, replacing traditional aid in the form of delivered goods. Cash can be transferred via cards,
e-transfers or mobile money. The primary types of CTP are (conditional and unconditional) cash transfers,
cash-for-work and vouchers. All types of CTPs aim to deliver timely and cost-effective assistance to crisisaffected populations, while supporting the local economy.

Examples
During the famine in Somalia, which killed more

shops, or use ATM cards to withdraw money

than 250 000 people, aid agencies used remittance

instead of receiving in-kind aid.

companies to provide cash transfers to more than
1,5 million people, helping them to survive and recover.

In the response to Typhoon Haiyan in the
Philippines, half a million people received
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In Lebanon, more than a million refugees now

cash through the extension of an existing

use smartcard vouchers to buy goods at local

government social protection programme.

Artificial intelligence
Artificial intelligence (AI) is the theory and

In many cases, AI is used in relation to big data. Big

development of computer systems that can

data refers to extremely large and complex data

perform tasks that would usually require human

sets that may be analysed computationally to reveal

intelligence, such as visual perception, speech

patterns and trends to gain situational insights.

recognition, decision-making and language
translation. AI machines can learn from

An increasing amount of data is collected and

experience and adjust to new inputs.

shared by affected people and humanitarian actors.

Examples
The livelihood of some 2,5 billion people on the

CGIAR and others. Nuru has learned to diagnose

planet depends on agriculture. In the period

multiple diseases and infections in various crops.

between 2005 and 2015, about $9,5 billion in the
agriculture sector was wasted because of crop

Wildlife conservation involves counting animals,

diseases and infestations. Recent developments

which is a difficult task. Motion-sensitive

in image recognition allowed researchers to

cameras can automatically photograph wild

scan more than 50 000 photos of plants to help

animals, providing massive amounts of data. In

farmers identify crop diseases in an early stage

the Snapshot Serengeti project, scientists used

using their smartphone.

deep learning to analyse these images. The
system can save 99,3% of the manual labour,

In West Africa, an AI assistant called Nuru (Swahili

while performing at the same 96,6% accuracy

for light) has been developed with the UN FAO,

level of human volunteers.

Chatbots
Chatbots allow us to communicate with more people at a fraction of the cost, in almost-real time,
enabling better targeted assistance to those most in need.

Example
In 2018, the clean-water charity WaterAid launched a Facebook-accessible chatbot to solicit donations
for clean-water projects. The initiative aims to provide a more interactive means for donors to understand
the issues and contexts to which their donations would be directed. The WaterAid chatbot can introduce
the user to a villager in a remote area of Sierra Leone and use an interactive artificial intelligence-based
chat to show photo and video media. Such interactive media documentation gives users a sense of
how donations are used, while providing a layer of education on clean-water issues that would not be
achievable via a simple donation portal.

Augmented and virtual reality
Data can support situational awareness and decision-making processes. However, visual insights
at times reach people more effectively. VR, a form of extended reality (XR), is the term used to
describe a 3D computer-generated environment that a person can explore and interact with. In the
humanitarian sector, data visualisation can be used for resource mobilisation as well as a monitoring
and evaluation tool. From helping amputees adjust to prosthetics to educating firefighters on how to
deal with virtual hazards, this emerging technology is proving itself a valuable teaching tool.
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Example
The New York City Office of Emergency Management uses a train rescue simulator that can navigate
a virtual replica of the city, using a joystick, while completing various tasks. The Los Angeles Police
Department uses a simulator to conduct disaster response training. It can be connected to other emergency operation centres in different parts of the globe for close cooperation. Real-time information can
be simulated, including newscasts and briefings. This makes for an immersive experience that challenges
decision-making abilities. The Department of Homeland Security uses a system called Enhanced Dynamic
Geosocial Environment (EDGE), simulating environments where rescue workers can train without putting
themselves or civilians at risk.36

Mobile applications
As mobile technologies have evolved, amazing social applications have been developed that
support development on a large scale. Some of these apps can be used on a daily basis, some
can be used for research, monitoring and evaluation, while others can be used to educate.

Examples
Farmcrowdy addresses issues around food

across the world, ensuring the sustainability of the

production, crop rotation and food security in

farm as well.

Nigeria by empowering small-scale farmers with
technology. The app focuses on the accessibility,

What3Words provides a really simple way to talk

credibility and accountability of investments,

about location. The organisation has divided the

making it a seamless process to empower

world in a grid of 3 m x 3 m squares, each one

farmers. Farmcrowdy makes it simpler for farms

with a unique 3-word address. This means anyone

to be discovered, activities to be monitored and

can accurately find any location and share it

payments to be made on time.

more quickly, easily and with less ambiguity than
any other location search system. The service

The Fedgroup Impact Farming app lowers the

can be used via the free mobile app or an online

entry barriers to investments and allows investors

map. It can also be built into any other app,

to participate in commercial farming. The global

platform or website with just a few lines of code.

presence of mobile technology and the low entry
cost of the app make farming assets available

In South Africa, the ambulance service ER24

to investors who previously would not have

partnered with What3Words to get better directions

such access. Apart from a 1% platform fee and

to emergencies. ER24 believes the What3Words

payment of the service providers, the majority

system could be particularly useful in places without

of the income goes to the asset owner. The

clear road and number systems, such as informal

investment provides secure income to farmers,

settlements, as well as in rural areas, on beaches

capital for investments, creates jobs, ensures

and on farms. A similar response partnership is in

sustainable farming and links farmers to retailers

place in Saudi Arabia.

36 http://www.aidforum.org/media-center/infographics/how-the-department-of-homeland-security-can-use-virtual-

reality-for-disaste/
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Leading funders of impact technology
International donors, notably the UK, the USA and the Netherlands, have made funds available
to support innovation, and have developed policies that encourage innovation and harness
new technologies in the humanitarian sector. Some of these include:
The Google.org Impact Challenge travels to different regions, asking local non-profits how they
would use innovation to create a better world and inviting the public to vote for the projects with
the greatest impact potential.
The 2019 African Judges awards and winners include:
Kenya
Startup Lions: A home for
Africa’s rural youth to learn,

TUNISSIA

MOROCCO

earn and innovate.

ALGERIA

African Prisons Project:

LIBYA

MAURITANIA

THE GAMBIA

GUINEA

SIERRA LEONE

sensors and big data analytics

NIGER

CHAD

TOGO
BENIN

NIGERIA
CAMEROON

SOUTH
SUDAN

CENTRAL
AFRICAN
REPUBLIC

GABON

The Cece Yara Foundation: Provides

CONGO

DEMOCRATIC
REPUBLIC
BURUNDI
OF THE CONGO
RWANDA

a safe platform for free access to

TANZANIA

healing and justice for children

ANGOLA

ZAMBIA

and the power of mobile technology
to tackle maternal and infant
mortality in underserved and remote

ZIMBABWE

and their caregivers to ICT skills and
opportunities.

South Africa
RLabs (Zlto Digital Platform):

Gradesmatch: A platform that
serves as a comprehensive
career guide.

SWAZILAND

SOUTH
AFRICA

that tracks and incentivises positive
behaviour in youths.

MOZAMBIQUE

BOTSWANA

Project Enable Africa: Offers disabilityaccess of people with disabilities

MALAWI

NAMIBIA

areas in Nigeria.
friendly digital hubs to promote the

SOMALIA

A mobile and blockchain platform

experiencing sexual abuse in Nigeria.
HelpMum: Uses low-cost innovations

for smallholder precision farming.

ETHIOPIA

UGANDA
KENYA

EQUATORIAL
GUINEA

Nigeria

ERITREA

SUDAN

BURKINA
FASO

CÔTE GHANA
LIBERIA D’IVOIRE

economic empowerment.
UjuziKilimo Solutions: Offers

MALI

SENEGAL
GUINEA BISSAU

Enhances access to justice and

EGYPT

WESTERN
SAHARA

LESOTHO

Corruption Watch: The BuaMzansi Public Protector
Campaign is an interactive
website that enhances public
participation and transparency
in policing.

The Global Innovation Fund invests in social innovations that aim to improve the lives and
opportunities of millions of people in the developing world. Through grants and risk capital,
it supports breakthrough technology solutions to global development challenges from social
enterprises, for-profit companies, non-profit organisations, international organisations, researchers
and government agencies. The Global Innovation Fund is supported by the Department of International
Development in the UK, the US Agency for International Development, the Omidyar Network, the
Swedish International Development Cooperation Agency and the Department for Foreign Affairs and
Trade in Australia. To date, these partners have pledged over $200 million over the next five years.
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MANAGING AND MEASURING IMPACT

A failing ecosystem, rapid technology changes, 4IR, a new impact economy, innovative
and blended financial models and the SDGs call for a formidable expansion of existing
monitoring and evaluation systems. A variety of evaluative approaches will be needed to
assess global, country, sector and local development strategies in pursuit of the SDGs.

An evaluation perspective
The evaluation discipline has not kept

in both investment and development

pace with deep-seated transformation in

practice. However, initial feedback of the

the humanitarian sector. This is supported

review and engagement processes of the

by the fact that in 2018 the OECD started

OECD indicates that this review process

an extensive review and engagement

may take years.

process of its evaluation standards. These
standards have for years guided traditional

The evaluation discipline has yet to adapt

evaluation practice, but there is industry

its methods and processes to the dynamic

recognition that existing evaluation

pace of decision-making favoured by new

standards need to evolve with changes

actors, technologies and ecosystems. 37

Current M&E practices and approaches have failed to find cost-effective ways to deliver

01

adequate and timely evidence to decision-makers about the likely development impact
of interventions.
As global development interventions expand, evaluation practice is crossing borders.
It is also expanding beyond the public sector, responding to private corporations and

02

philanthropic foundations that are becoming major global players in the humanitarian
sector. Coupled with the growing social and environmental responsibility agendas of
multinational corporations, and the explosive growth of NGOs, M&E practice must now
also serve new stakeholders.
Given the advent of the sustainability agenda, M&E practices will also have to attempt

03

measurement of long-term, secondary, indirect and unintended effects, and transcend the
often-fruitless search to specifically attribute outcomes to individual interventions, investors
and investments.
Greater agility will be required from evaluation professionals, and new practices will have

04

to be devised to respond effectively and timeously to the growing evaluation needs of
multisector coalitions focused on the achievement of distinct global goals, as well
as cooperative/collaborative and multinational development objectives.

Whereas existing evaluation practices emphasise project-level and/or country-based
programme evaluations, the next generation of performance management practices

05

will have to give way to the assessment of global and regional goods delivery by ad hoc
networks of like-minded development actors. Such network-oriented evaluations will need
to emphasise collective impact measures and outcomes of multi-actor coalitions rather
than effectiveness ratings of single actors and/or one intervention at a time.

37 Robert Picciotto, The 5th wave: Social impact evaluation, The Rockefeller Foundation, 2015.
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Digitalisation as a driver of change
The transition away from the current slow pace of evaluation processes will have to be accelerated
by another seismic and pervasive undercurrent that will emerge from the explosive impact of new
mobile data collection, digital platforms and information and communication technologies. The
analytical potential of artificial intelligence and machine-based learning to deal with large amounts
of data will also have to be considered in future practice.
Evaluators will have to come to terms with the fact that we live in a connected world. Society is in
the midst of a quiet, gradual and irreversible global transformation, and this is bound to affect the
evaluation discipline.
There is a growing use of

Recipient and

Technology wires evaluators,

computer and smartphone

beneficiary stakeholders

programme managers and

applications to help carry

even create and publish

ultimately beneficiaries

out evaluations in the

evaluation content

closer together and offers

humanitarian sector

themselves.

new ways of presenting

01 02

03

evaluation results.

Navigating the troubled waters of the new evaluation era in the changed operating context and
steering towards new policy directions will not be without major collective adjustments in the
evaluation community.
Three major challenges will have to be tackled simultaneously:

01

02

refurbishing the evaluation toolkit to meet the needs of new actors and players in the sector

professionalisation of the sector to compete effectively in the global performance
management, impact measurement and evaluation marketplaces

democratisation of evaluation methodologies to respond to growing dissatisfaction

03

with metrics that do not incorporate a balance between qualitative and quantitative
environmental, economic and social contexts
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60

01

Refurbising the evaluation toolkit

Traditional evaluation methods rely on results chains and experimental methods that evoke
linear, static and predictable social phenomena. They are poorly adapted to dynamic operating
contexts featuring complexity, non-linearity and emergence. This is what the market for evaluation today looks like. It is dominated by interventions that are vulnerable to rapid shifts, and to
the unpredictable push and pull of a wide range of stakeholders.
The demand for external, independent reviews of traditional development policies and programmes using well-tested methods and tools has not disappeared altogether. But where social
innovation, adaptation, experimentation and exploration of new opportunities have pride of
place, or where the operating environment is conflict-ridden and uncertain, the traditional
approaches must be supplanted by new, complexity-sensitive methods and tools. In this regard:
Ethical values will drive decision-making more than predetermined outcomes. In the
social innovation field, the new evaluation agenda will be more value-driven than
results-oriented, with short learning loops. Clarifying values will not only help to identify
goals, but will help determine how those goals are to be reached, who should be
involved in decision-making, as well as the distinctive accountabilities and reciprocal
obligations of partners.
The impact wave sweeping over a sector that is characterised by complexity and rapid
change will not recognise experimental methods as the gold standard. Diverse evaluation
tools, such as observation, real-time experiments, regression models, surveys, focus
groups, interviews, ongoing monitoring data collection, benchmarking and expert panels
need to be explored. In addition, social network analysis will have to draw on sociology,
economics, mathematics and computer science to map, measure, assess and display
relationships among individuals, groups or other entities involved in interventions.
Randomised control trials, quasi-experimental methods, natural experiments, contribution
analysis, process tracing and qualitative comparative analysis will be greatly facilitated
by systems thinking focused on perspectives, boundaries and interrelationships.

02

Professionalisation

Evaluators are regularly confused with auditors and social researchers. Quality evaluation education and
training are lacking. The discipline has yet to reach universal agreement on guiding principles, ethical
guidelines and competencies for evaluators.
Evaluators still lack the status, prestige and autonomy of a profession. Looking to the future,
evaluation associations will have their work cut out. They will have to initiate decisive

A

actions aimed at generating a larger supply of competent evaluators through expanded
education and training programmes. At the same time, they have to move towards evaluation
credentialling at national and international levels, defend the evaluation brand and compete
through advocacy directed at a much wider range of clients.
Improved connectivity of evaluators across borders and disciplines will not be possible
unless systematic links are forged among the topical interest groups hosted by evaluation

B

associations across geographies. These epistemic communities will need to break out of their
comfortable disciplinary silos, reach out to allied occupations such as public administration,
market research, management consulting and auditing, and do their part to close the gap
with social science theory and behavioural research.
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03

Democratisation

Equity-based evaluation is becoming the norm, and emerging evaluators will have to be politically
savvy in a context where democracy is in retreat.
Traditional evaluation approaches are hobbled in contexts that do not tolerate dissent and
assignments are closely controlled by evaluation sponsors. More progressive and alternative
models of independent evaluation are called for.
Evaluators may have to assume ownership of evaluation products and reject assignments that

A

report to decision-makers in charge of the intervention being evaluated, reporting instead
to a supreme authority, such as a board of directors, or to entities that stand at arm’s length
from the intervention, such as an an NGO or a range/collection of impact investors.
Evaluation may have to become more diverse given the proliferation of problems without

B

borders and the existential threats posed by emerging issues such climate change, social
and digital innovation.

To meet all these expectations, evaluation will have to become embedded in impact management
processes and impact management systems. The link between monitoring and evaluation must also
be tightened. In future, evaluation will be called upon to facilitate piloting, adaptation and upscaling
of interventions in volatile operating contexts. In turn, this will mean that evaluators will have to master
social networking, crowdsourced learning and big data analysis. Cultural diversity and cross-sectoral
expertise and knowledge exchange will also be required to build bridges across currently segregated
evaluation domains.

Financial instruments designed
to channel private giving
towards philanthropic ends have
mushroomed. A myriad of private
individuals, companies and civil
society organisations have become
agents of international solidarity.
A huge new market for real-time,
participatory and collaborative
evaluation services must now
be served. The demand for
accountable, responsible, credible
and independent evaluation that
demonstrates results in the social
sector will not abate.
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The impact measurement perspective
The issue of measuring impact has been the

investment performance – needs more evidence

most prominent discussion point for social sector

than just confirming that an investment has

investors and impact investors, and there is no

been effective and has changed people’s

indication that the debates will peter out over

lives. It needs evidence of the total impact

the next decade. It is driven by transparency

achieved including the scale, reach and depth

and accountability for resources, but also

of their investments, because the dividends and

supported by the fact that investors want to

interest from these investments must be paid

know what difference their investments make in

out to investors and reinvested. This is unlike

in a resource-constrained economy.

social investments and grants, that are basically
discounted after having been invested.

The development sector has evaluated the
changes brought about through philanthropic

The gap between the growth of impact investing

donations and social investments for many

and the measurement of impact is rooted in sub-

decades. However, the investment sector –

stantial factors that will need to be addressed if

having to account to investors about real

progress is to be made.

Confusing definitions
The impact investment community adopted the term “impact measurement” to encompass what
the traditional evaluation sector typically refers to as “monitoring and evaluation”.
Monitoring is typically employed to track progress towards goals and can involve a range

01

of measures, including inputs, activities, outputs and short-term outcomes. Best understood
as a management activity, monitoring also overlaps with performance management and
measurement, which are commonly used in the public and private sectors.

Evaluation, in contrast, is a broad field of inquiry, including many schools of practice,
and typically addresses outcomes and impacts in addition to processes. The perspective
of the end user/beneficiary is a critical aspect of evaluation. Evaluation also pays close

02

attention to contextual and systemic factors that influence change and create
unanticipated consequences. Additionally, evaluation practitioners often incorporate
a strategic learning lens and synthesise data findings into insights that can guide
investment and development actions and decisions.
The goal of impact measurement is to manage and control the process of creating impact

03

– to maximise or optimise it (relative to costs). Managing impact occurs continuously and is
facilitated by integrating impact measurement practice into the entire investment life cycle
process.38

The gap between the growth of impact investing and the
measurement of impact is rooted in substantial factors that will need
to be addressed if progress is to be made.

38
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EVPA – A practical guide to measuring and managing impact, 2013

From an impact practitioner’s perspective and to address the impact investment industry’s
requirement for accountability of its commitment to measuring and reporting underlying
investments, several issues should be highlighted:
Impact measurement practices (methods, tools and approaches) must evolve.
As the impact investment market continues to develop and expand, a stronger
evidence base will be needed to ensure more accurate accounting of the effects
of different investment types. Currently, the Global Impact Investment Network (GIIN)
inventory of measures and the Impact Reporting and Investment Standards (IRIS) are
the most common approaches incorporated into impact measurement practices.
However, early signs can be seen of the impact investment field incorporating a wider
variety of proprietary and customised methodological approaches to respond to the

01

multiple needs and situations IRIS does not address.
As the industry evolves, the need grows to strengthen the impact of impact investing with
a certain level of rigour in impact measurement practices. If this does not happen, the
term impact investing runs the risk of being diluted and merely used as a marketing tool.
In addition, an integrated model of impact measurement that tracks impact across
the entire investment life cycle allows for benchmarking and incorporates concepts
such as return on investment, cost benefit analysis, impact metrics, logic models and
theories of change, impact forecasting and modelling, as well as experimental and
quasi-experimental measurement analysis and impact verification methodologies is
required to provide legitimacy of impact measurement standards.

New impact measurement practices need to borrow from the strengths of business
metrics as well as social sector evaluation practice. Currently, the measurement
practices of impact investors and social sector investors operate independently, as
two parallel streams with little crossover. These separate pathways largely reflect the
marked differences in how impact investors and social investors/philanthropists, the
humanitarian sector and social purpose organisations operate in general. Both sectors
will have to consider new integrated and collaborative practices.

02

Based on the pressing need of impact investors to find quicker solutions, the social
sector and all its stakeholders have been sidelined out of the meaningful and fastpaced discussions led by the impact investment sector. Over the past few years, the
impact investment sector has developed customised as well as collective impact
measurement processes. The Impact Management Project (IMP) is an example that has
led both practice and discussion in this regard.
The time has come for both social and impact investors to cross-fertilise and integrate
evaluation and impact measurement and management practices.
Impact intent needs to be applied at both investor and investee levels. The impact
thesis, also known as the theory of change or logic model framework, maps the

03

underlying assumptions about how impact will result from impact investments. Widely
adopted in traditional social sector/grantmaking/philanthropy and evaluation practice,
a theory of change can support an impact thesis to specify the relationships between
investment intent, objectives, targets, strategies, outcomes and impacts.
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The impact management perspective
Impact management can be challenging, as it is not a static set of processes. Instead, it is an iterative
process that includes aspects of impact measurement (evaluation methods, tools and indicators) and
generally consists of three pillars: impact design and planning, impact measurement and verification,
and impact reporting.
Impact design and planning is about understanding the problem/context, defining the solution
hypothesis and preventing adverse (negative) effects. It aims to i) understand social or environmental challenges from a systemic perspective, and to ii) define the solutions and the components
(technology, business model, partnerships, etc.). Generally, it is issue-specific or theme-specific,
referred to in portfolio structures such as education, health or energy. It requires both subject-

01

specific and sector-specific knowledge, research and an investment thesis or theory of change.
Impact planning is also about anticipating potential risks and how to mitigate them. It is for this

reason that due diligence, investment criteria, programme design, development and investment
guidelines are developed.

Impact measurement and verification consist of defining relevant impact indicators/metrics
and tracking their evolution. Measuring impact enables an investor to evaluate its progress/
contribution towards positive outcomes and/or manage possible risks and adverse effects.

02
03

It requires i) collecting the right data, ii) analysing, triangulating and synthesising the data,

iii) transposing it into useful formats and in a timely fashion, and iv) creating organisational
capacity to apply the knowledge gathered through the measurement process to update
investment and development strategies and processes.

Impact reporting refers to the communication of impact results to all relevant stakeholders.

Effective reporting requires valid/verified impact data, transparent and appropriate impact
data collection and impact assessment methods, as well as impact results that targeted/

intended audiences can easily understand. With growing expectations from customers, investors,
governments and civil society, impact reports are quickly becoming strategic. Frameworks that
could be considered for this aspect include reporting standards such as the GRI and IIRC.

New approaches improve data collection
New approaches to data collection such as

The IFC principles specifically guide the

agile impact measurement and Acumen’s

impact investment management and

lean data were developed to lower barriers

measurement process.

to collecting the right data. The Impact
Management Project developed five

Investors can develop their own measurement

dimensions of impact measurement, and

standards and indicators that are specific

organisations such as Social Value developed

to their development portfolio or investment

guidelines for measurement, while the

theme or sector, they can utilise catalogues of

European Venture Philanthropy Association

indicators such as IRIS+ or they can standardise

developed principles and guidelines for

their indicators, for instance according to the

impact management and measurement.

SDG indicator framework.

New approaches to data collection such as agile impact measurement and
Acumen’s lean data were developed to lower barriers to collecting the right data.
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Objective of impact management and measurement processes
•

To determine what impact and return were achieved

•

To determine how much impact and return were achieved

•

To confirm who was impacted and in what way

•

To determine what value (impact and return) was created

•

To understand how impact and return can be enhanced and risks mitigated

Example
Next Generation has created an integrated impact measurement and management solution, the
Investment Impact Index™ (III™), that uses a 360-degree approach to impact data by utilising
technology as a platform to a) speed up the process of impact measurement and management,
b) visualise impact data, c) provide deeper insights into impact data and d) provide more cost-effective
solutions to the social and impact sector. Not only does it inform investment strategies and due diligence
practices, it also creates baselines for future assessments, internal learning and future impact scenarios.
Next Generation analyses, verifies and makes actionable recommendations on all the data related
to funds, investments, projects and portfolios in a shorter time and more cost-effective manner by
calculating the impact achieved, with more than 50 dimensions (impact and return) identified and
capturing impact data and analysis in an impact report and dashboard.
The proprietary impact assessment technology and reporting solution is a tested impact methodology
and impact framework that identifies impact indicators and measures the total impact and return
resulting from philanthropy, social and impact investments.

Impact assessment methodology

Impact analysis and reporting technology solution

Next Generation Consultants – All rights reserved
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The Investment Impact IndexTM
What we do

Impact
design

Impact
management

Impact
measurement

Impact
analysis

Impact
reporting

Benefits of integrated impact measurement and management for our clients

01

02

03

04

05

A useful impact planning and management tool to determine whether to continue
investments, adjust investments or exit investments

Analytical information and insights to inform investment and development practice/
programme improvement and decision-making

Verification of actual impact and return achieved against strategic objectives and
investment intent

Benchmarking and comparison across investment themes and development portfolios

Facilitation of internal/strategic/operational conversations about value created or
diminished and/or risks mitigated

06

Confidence in the quality and accuracy of impact data

07

Insights into the cost-effectiveness of investment strategies and development practices

08

Improved reputation, credibility, accountability and transparency of investments

09

A body of knowledge about what works, or does not work

10

Credible evidence of impact and return on investment achieved across value chains
and ecosystems

For more information about the Investment Impact IndexTM, visit https://www.investmentimpactindex.org/
For more information about Next Generation Consultants, visit https://nextgeneration.co.za/
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Our impact management and measurement framework

Measure impact
achieved
as a result of the
investment

Determine who
was impacted
and in what way

Calculate impact
and return by theme,
portfolio, focus area
and programme

Validate the
evident impact

Determine impact
and return using
impact indicators
and dimensions

Analyse
portfolios, themes and
programmes according
to impact dimensions
& benchmarks

Determine cost
effectiveness and
benefit across impact
and return
dimensions

Express impact
and return as X:Y

Develop impact
dashboard
of visualised
impact data
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Create detailed
impact management
report to support
impact data
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Our impact management process

Impact
planning and
management
Analyse client & investment information:
• strategy
• governance
• operations
• programmes
• current impact management practices
• portfolios
• theory of change
• logic model framework
• baseline data

Impact
engagement

01
Engage with:
Primary stakeholders
(investor & practitioners)

Define investment
business case
(research & engagement)

Determine investment
impact & return on
investment objectives

Identify investment
themes & portfolios

Identify impact
& return indicators

02
Obtain impact data
(evidence)
Verify and validate impact

Secondary stakeholders
(intermediaries)
Tertiary stakeholders
(investees & beneficiaries)

Impact
analysis

01
Determine:
•
•
•

impact
return
cost effectiveness

•

cost benefit

Impact
measurement

02

1.
2.
3.
4.
5.
6.

Review existing impact data
Collect new impact data
Validate impact on stakeholders
Calculate impact and return dimensions
Calculate cost benefit and effectiveness
Analyse impact and return

Impact
reporting

Review against impact
criteria and objectives
(20 dimensions)

1. Visualise impact and return data
2. Report impact and return data
3. Share impact and return data
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How we map impact and return

Across triple bottom line
(economic, social, environmental)

By objective
(direct/indirect;
intended/unintended;
positive/negative)

Dimensions
of impact
By design
(diversity, inclusivity, equality,
transformative, perceived,
empowered, significance, capital)

Over time
(short, medium, long)

By

Scope, breath,
reach & depth
of impact

For

•
•

portfolio
theme

•
•
•
•

focus area
intervention or investment programme
location or geographic dimension
stakeholder group

the investor
(return on investment)

investees &
beneficiaries

Within a

Across

•
•

On

a value chain
ecosystems
sector

Analysis
of impact

Analysis
of return
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community

•
•
•

Cost & benefit of impact and return
Effectiveness & efficiency
Feasibility & viability

•
•

specific location

•

Contribution & attribution

•

Trade-off, drop-off and dead weight

Relevance & materiality
Responsiveness & significance

•
•
•

Inclusivity & sustainability
Coherence & integration
Impact & ROI

•

Strategic return

•

Reputation return

•
•
•

Operational return
Stakeholder return
Shareholder return

•
•
•

Value chain return
Risk return
Compliance return

•

Financial return

•

Shared/blended value return
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Eye on the future
A decade until 2030 looks like a long time, but

Crucially, it requires moving beyond the human-

not when the world is faced with crises on multiple

itarian-development-investment divide, which

fronts that require sustained action.

creates a superficial segregation of work and
approaches that undermines the capacity

Humanitarian action has consistently evolved,

of the ecosystem to systematically address

transforming what is entailed in humanitarian

vulnerabilities, manage risks and build resilience.

action and who humanitarian actors are. The

The question of how to be more effective and

legitimacy and efficacy of what we consider

impactful over the long term must be considered

the formal humanitarian sector is eroding. In

by all actors in the ecosystem if they are to

the past, when the sector has been in crisis

leverage their resources and expertise to help

and unable to adequately respond to needs

achieve the vision of the SDGs.

– in the aftermath of both World War I and II,
for instance, and more recently in the Biafra

Leading actors in the sector have made

War and following the Rwandan genocide –

commitments to change the way they work,

new actors have appeared or programmatic

many of which are encompassed in The Grand

approaches have evolved.

39

Bargain: Agenda For Humanity signed at the
World Humanitarian Summit in 2016 and the New

As is evidenced by the Syrian war, the sector is

Ways of Working Initiative.

once again in a period of crisis. Humanitarian
needs have escalated, the number of displaced

At the 2019 Grand Bargain AGM, Mark Lowcock,

people worldwide is higher than ever before, the

under-secretary-general for humanitarian

effects of climate change are increasingly being

affairs, said: “While our system is an effective

felt and conflict is endemic in some parts of the

system, it would not be true to claim that it’s

world. It is both a challenge and an opportunity

an efficient system.” He indicated the following

for humanitarian leaders to create a more

areas as priorities for scaling up: cash-based

inclusive and efficient humanitarian ecosystem

programming, passing on benefits of multi-year

that better reflects those who live in it and those

funding to implementing partners, better risk

it serves.

management, high-quality needs assessments,
and independent assessments on accountability

The SDGs provide a long-term framework of

to affected people. 40

17 objectives “to end poverty, protect the
planet and ensure that all people enjoy peace

Therefore, fundamental, not incremental, change

and prosperity”. The goals are a call to action

is required if a shift in power is to be realised,

to which the humanitarian ecosystem can

collaboration is to become the norm, and the

contribute; however, to do so effectively requires

success of a humanitarian actor’s mission is to be

a change in the way the ecosystem works.

disassociated from their institutional growth.

39 The future of aid: INGOs in 2030
40 https://reliefweb.int/report/world/grand-bargain-annual-meeting-2019-
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Please see our website, www.nextgeneration.co.za, for more and expanded guidance, content,
articles and resources on specific subjects, concepts and aspects covered in this report.
We invite you to share your thoughts on this report through our website or social media channels:
Linkedin
https://www.linkedin.com/company/next-generation-consultants/

Facebook
https://www.facebook.com/nextgenerationconsultan

Twitter
https://twitter.com/@NextGen_C

Instagram
https://www.instagram.com/nextgenerationconsultants/

Youtube
https://www.youtube.com/channel/UCLslK1GqxvW95BYanBsZ9VA

“While our system is an effective system, it would not be true
to claim that it’s an efficient system.”
- Mark Lowcock, Grand Bargain under-secretary-general of humanitarian affairs
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