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IMM a global opportunity

* Recently Pioneers Post reported:

* 300% growth predicted for USS8bn impact measurement and management
industry by 2030

* The report - The Size of ESG, Sustainability and Impact Measurement &
Management Market — published by Aspire Impact states:

Growing concerns about
impact (green) washing
and emerging regulatory
requirements are driving
demand for better
measurement and
reporting of impact

Explosion in demand for
services —to measure and
report on social and

The IMM Sector presents a
choice overload — with

inconsistent methods and
standards between service
providers

environmental impact in
addition to financial
performance




Africa’s place in the
.. |IMM sector

* Alook at the headquarter countries of the
market players suggest that the Americas are
at the forefront of the revolution, with a 43%
market share, closely followed by Europe at
38%. Asia-Pacific shows good promise, with
much action coming in from India and
Singapore. The Middle East/Africa (1.52%)
has a long journey ahead to come any closer
to the other regions.

* An analysis of the major players suggest no
evidence of any remarkable players in
Africa, for example: 60 Decibels (USA),
Bluemark (USA), Bridgespan (USA), FSG
(USA), Dalberg (Geneva)




IMM a reality check

* Bluemark — Benchmarking Impact Management Practice
— May 2023

* Investors perform better on impact practices at the
earlier stages of the investment process and
continue to face challenges when it comes to
impact management during the later stages,
particularly as it relates to ensuring impact endures
at and beyond exit (Principle 7) and reviewing
impact to improve of their processes (Principle 8).

* Many impact investors continue to face challenges
when it comes to establishing portfolio-level
indicators of impact performance and creating
systems for linking staff incentives to impact.

* Impact Investment leaders operating in Africa:

* AgDevCo, BlueEarth Capital AG. British International
Investment, Calvert Impact Capital, Finance in
Motion, LeapFrog




The challenges with IMM

* Not only is IMM confusing, but it is also a time-consuming and costly
process. With no single central controlling or accrediting authority,
there is an absolute lack of harmonisation and standardisation.

e Status of current IMM practices in Africa:

Impact Measurement is
not comparable across
investment themes,

Impact Measurement
use multiple

Each Impact assessment
is customised and

bespoke approaches without

standardisation

sectors, geographies or
eI LS




Understanding impact tripartite system

Impacted investee
Investor Investee
customers

Enable impact Facilitate impact Impact central

How much did | How do | know | How we see the value
contribute to impact? delivered the impact? of the impact delivered




Understanding the impact tripartite

Investor

Need to understand
unigueness of African
cultural, political, social,
environmental and
economic dynamics
influencing
entrepreneurial ventures
in a specific region.

Investee

Need to understand local
market dynamics,
regulatory challenges, and
operational risks as well
as have deep knowledge
of customer segments
and their ability to
buy/afford their
products/services

Investee
customers

Need to be able to
validate the impact of the
product and service in
their own personal,
family, community, social,
economic, environmental,
cultural and political
context




The problem with the IMM system

A funder/investor or fund manager has an
impact thesis which is materialised

through an impact statement supported
by impact objectives and targets for its
investment portfolio

An impact enterprise that wants access to
impact finance needs:

a) insight of the impact objectives and
targets of the investor

b) the capacity to implement impact
management and measurement
processes

c) the competencies to use impact
measurement approaches, standards &
indicators

c) the skills to access and report on
impact data in addition to business data

d) the knowledge of how their product or
service impact their customers

e) the resources to collect, analyse, report
and verify impact data




The burden of proof: Competing Interests

Investor Investee

Measurement of an investor’s e Evidence of impact on customers

contribution to impact What impact is evident

Assess expected potential impact Who is impacted
performance (due diligence)

Assess impact risks related to each
investment

Assess all fundamental components
of potential impact for each
investment

How Much impact occurred
Enterprise Contribution to impact

Risks in relation to impact not
occurring




The challenge of measurement —who creates
the impact?

Investor — to Contribution to Investee — to
demonstrate impact over the demonstrat_e
investment lifecycle of the product service

. impact on
performance Investment P
customers

Scale of impact?
Scope of impact?
Dimension or type of impact?
Reach of impact?
Duration of impact?
Customer perception of impact of product or service i.e., price,
quality, accessibility, satisfaction?




The conundrum for the impact practitioner

Do we need to
demonstrate investment
performance?

Do we need to
demonstrate

product/service or
enterprise performance?

Do we need to
demonstrate impact for
the user (clients) of the
enterprise's products or

services?

How do we compare or
benchmark investment or
investee or product or
portfolio performance across
sectors and geographies?

How do we account for the
diversity of business models,
geographies and societies?

What qualifies as impact —
how do we understand
impact from a financial,

social or environmental or

geographical perspective?

Change or impact does not happenin a
calculation

Impact is not linear

Quantifying and qualifying change and
impact is extremely difficult

Impact is not standard

Expressing the scope of impactin a
number can limit the interpretation and
understanding of change and impact

Impact is shared by the investor, the
investee and the investee’s clients




The pressure to measure —burning questions

Who needs to know Who will pay for that Who will own the
what? knowledge? process?

What approach will The time has come to
Who decides what is be taken to collect, move the discussion
impact? interpret and analyse away from standards

the data? to actual practice!




In conclusion: What we need now!

More robust and flexible
IMM practices

Capacitating IMM
practitioners with
knowledge to deliver
IMM services

Respecting and
acknowledging existing
M&E practices to
measure impact

Acknowledging the
value and importance of
investee customers in
the IMM process

More consideration for
funding IMM practices
and processes

Investment in data
management capacity
and technology
platforms

Capacitating investees
to deliver IMM services

Allow for
experimentation and
collaboration and value
the information that is
derived from IMM




More information

Reana Rossouw
Next Generation Consultants

info@Nextgeneration.co.za

www.Nextgeneration.co.za

www.lnvestmentimpactindex.org
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