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Following the Quadrennial Review in August
2020, Big Society Capital (BSC) committed to a
number of actions responding to the review’s
recommendations under the three broad
themes of Mission, Culture, and Investment.
Two years on, this document provides the
second annual update of progress against
those commitments. 
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Mission
1.-Pricing of Capital. We will consult and research how to better communicate our
approach to pricing.
 
We have continued to take practical measures to improve understanding of pricing. After
research into what social enterprises wanted, last year we launched a set of online tools to
better explain the costs of taking social investment. Since launch, the How much does it cost?
section on Good Finance is now one of the fastest growing resources with almost 10k views of
our cost of capital animation and online calculator helping investees work out the costs for
themselves.

In addition, this year after consulting through our advisory board and our stakeholder survey,
we have reviewed and improved messaging on our corporate website including our FAQs to
make clearer that the pricing of our capital is not driven by our costs but responds primarily to
balancing the needs of investees and investors. This clarity over pricing and costs has been
supplemented by our announcement – agreed with the Oversight Trust - of a target rate of
return of 1% over five years as described below. This aims to provide stakeholders with greater
transparency around our costs and overall approach.

2.-Rate of Return and shareholder structure. We will consult with shareholder banks and
the Oversight Trust on any potential changes.
 
We consulted on potential changes to the shareholder structure which did not progress.
However, following proposals tabled with the Oversight Trust and the bank shareholders in mid-
2021 we have now agreed with our Board and Trust a target net return (ie after BSC operating
costs) of around 1% over a rolling five-year period. The bank shareholders were formally notified
of this in March 2022. We have since communicated this target publicly in our financial
statements and annual report and as referenced above, our CEO, Stephen Muers, has written
articles and done interviews in sector media to explain the rationale for the change.

3.-Flexible Finance.  We will support Access to consult with managers and investors to
develop flexible patient products and help find other investors.
 
BSC has been working with Access to promote and advocate for the growth of flexible finance
products in the sector in order to be able to better meet the needs of frontline social purpose
organisations. A key part of this has been a programme of investor engagement identifying
investors to provide the funding needed for these finance structures as well as how best to
motivate them to enter this space. This has involved engaging with more than 40 investors to
raise awareness and understanding on this topic. BSC has made investor introductions to a
range of fund managers developing flexible finance funds such as Big Issue Invest, UnLtd, Social
Tech Trust and Key Fund. As part of our work with Access we continue to work closely with the
team on the development of the new Enterprise Growth for Communities programme on the
area of investor engagement and to further connect fund managers to potential investors.  
In addition, more widely we have commissioned two separate research projects with the
Association of Charitable Foundations (ACF) and the Beacon Philanthropy Collaborative which
report later this year, aimed at increasing understanding and overcoming barriers to
foundations and individual investors to providing patient and flexible capital.
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https://www.goodfinance.org.uk/understanding-social-investment/how-much-does-it-cost/what-is-the-cost-of-capital
https://www.youtube.com/watch?v=f6E4POki8vg&t=3s
https://bigsocietycapital.com/faqs/
https://www.pioneerspost.com/news-views/20220513/big-change-big-society-capital-ceo-stephen-muers-responds-adebowale-commission


4.-Investment Focus. We will carry out a strategy refresh and consult with our advisory
board and others.
 
As promised, after consulting with staff and stakeholders, we launched our new strategy in
September 2021 – setting an overall goal of doubling the social impact investment market by
2025. We published our market size statistics in September which showed a 21% annual
increase in outstanding investment since 2020 and total market size reaching £7.9 billion. This
represents an almost ten-fold growth in a decade and means that BSC’s investments now make
up only 10% of the market. Social and affordable housing continues to account for the largest
segment of the wider market at 48% at the end of 2021, closely followed by Social Lending with
42% of the market. We continue to keep our strategy under review annually and adjust our
business plans to ensure that we are delivering against our goals to grow the amount of capital
invested in social purpose organisations delivering impact.

5.-Government Influence. We will step up policy engagement across Government to build
awareness around social impact investment and its role in ‘levelling up.’
 
Our engagement with policy and government at all levels has continued to be a major focus for
Big Society Capital across a number of fronts over the last year.
On tax reliefs, working collaboratively with other social investors, we persuaded HM Treasury to
extend Social Investment Tax Relief by two years which would have otherwise been phased out.
This year, we continued to support government policy development with a number of initiatives
including developing a practical guide for policy makers called Bridging Capital into Communities
which we published together with the Impact Investing Institute.
 
We also built awareness of the role of social investment in public service delivery by publishing
the first ever analysis of ten years of social outcomes contracts in the UK, which was launched in
Parliament and even secured a mention in Prime Minister’s questions.
 
A major success this year been the Government decision to continue a version of the guarantee
scheme for the social sector which we argued was needed after the CBILS scheme ended earlier
this year.
 
A key focus of our engagement has been the use of future dormant assets which has involved
providing evidence to Government and Parliament through the public consultation. We formed a
coalition with other social investors and social sector organisations to set out how dormant
assets can be used as part of a coordinated Community Enterprise Growth Plan to
unlock untapped potential for growing enterprises with a social purpose in underserved places
and communities.
 
Outside central Government, we have also significantly stepped up our engagement with
parliamentarians and regional government. We have added a member of staff allowing us, for
example, to provide support for the APPG for Philanthropy and Social Investment and helping it
produce a report on social investment’s role post-covid. We will be attending all the main
political party conferences this year to build understanding of social investment and talking to a
number of regional Mayors about the potential for using social investment and social outcomes
commissioning to improve the delivery of public services.
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https://bigsocietycapital.fra1.cdn.digitaloceanspaces.com/media/documents/Our_2025_Strategy_5zRBV4I.pdf
https://www.impactinvest.org.uk/publications/bridging-capital-into-communities-a-practical-guide-for-policy-makers/
https://bigsocietycapital.com/our-approach/social-outcomes/outcomes-for-all/
https://www.communityenterprise.uk/


6.-Stakeholder Engagement. We will review our communications and investor
engagement strategies to see what improvements can be made.  
 
Since the Quadrennial Review, we carried out a stakeholder survey in April 2021 which showed
positive improvements in the understanding of social impact investment and better awareness
and understanding of BSC. The research identified a number of recommendations from
stakeholders around clearer communications, standardising processes, improving flexibility of
funding, easier data sharing and improved learning and support. These fed into our plans for
this year which included actively stepping up engagement with social sector organisations and
voices.
 
For instance, we created a new regular open discussion forum to bring market and stakeholder
insights around social lending from a wide and varied range of voices. The forum which we
called the Solutions Collective is open to all with an interest in the social lending market and
provides the opportunity for challenge, constructive feedback and diverse perspectives. Sessions
have proved very successful covering issues such as how can we use government backed
guarantees to support more social lending? and Is catalytic capital the answer?  This provides a
valuable two-way communication channel with market participants, promoting engagement and
providing insights and intelligence.

Of course, additionally this year has been a particularly important year for Big Society Capital,
and we have used our 10-year anniversary as an opportunity to engage widely with our
stakeholders and communicate our role and activities. This has involved publishing a special ten
year report, and a major event and social media campaign over the summer to celebrate our
partners, investors and investees and the growth of the social impact market over the decade.

7.-Investor growth. We will expand the investor base by launching new social investment
products.

Last year, our investor engagement was dominated by our launch of the world’s first diversified
private market impact investment trust – the Schroder BSC Social Impact Trust (SBSI) - on the
London Stock Exchange raising £75 million. This year, a priority has been ensuring that the Trust
is delivering for its investors and building on that initial momentum to expand the investor base
successfully growing investment to £89 million.
 
As BSC develops further there is an increasing need to become more systematic about building
and managing key investor relationships as well as recruiting new investors to the sector. Our
recent work in this area has focused on understanding the basic characteristics and needs of
different investment audiences, mapping the key stages of the investor journey, assigning clear
responsibility to capture new relationships and manage these relationships over time. The
intention is for BSC to deepen engagement with new and existing partners and actively support
them to overcome the barriers to investment in the social sector.
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https://bigsocietycapital.com/our-approach/social-lending/the-solutions-collective-social-lending-insight-forum/
http://chrome-extension//efaidnbmnnnibpcajpcglclefindmkaj/https:/bigsocietycapital.fra1.cdn.digitaloceanspaces.com/media/documents/Solutions_Collective_Insights_Forum_Final_LS__8GDrzb2.pdf
https://bigsocietycapital.com/latest/enabling-truly-innovative-social-investment-is-catalytic-capital-the-answer/
https://bigsocietycapital.com/ten-years/


1.-Advisory groups. We will review our current advisory board and identify how it can be
better used. 
 
Following a review of our wider system for gathering insight we decided to maintain and
gradually develop our main advisory board which is now working effectively. This year we added
Natascha Engel, Chief Executive of the cross-party think tank, Policy Connect, and former Deputy
Speaker of the Commons to the board. This reflected the need to widen our input outside of
social investment and also connect better into Government and policy.  
We have sought to build our gathering of advice and input more systematically around the four
market systems of our strategy. As referenced in point 6 we have developed the Solutions
Collective as a forum to gather insight specifically within the Social Lending market.  
 
We have now created similar but different forums within the Impact Venture market, as well as
Social Housing and Social Outcomes markets.  
 
This ensures that we get a consistent supply of appropriate insight and advice while ensuring
transparency to market players. 
 
2.-Diversity – system. We will consult on ways in which to widen access and encourage
diversity through the social investment system. 
 
Big Society Capital has been looking at the ways in which it can influence the wider social
investment system on the topic of diversity and use its position in the market to influence the
wider sector. In 2022, BSC signed up to the new and enhanced Diversity Forum Manifesto which
was updated to develop a more rigorous expectation from the social investment sector around
diversity practice.  
Big Society Capital has also introduced and further developed practical measures and tools to
promote diversity in the sector. We launched the Addressing Imbalance project in partnership
with Good Finance – a dedicated outreach programme to diverse communities which works
alongside charities, social enterprises and networks to improve access to information,
knowledge and resources on social investment. We are also developing a training programme
called Investment Committees of the Future to enable people with lived experience and from
diverse backgrounds to join investment committees as outlined below. This builds on our work
in 2021 overhauling the popular Outcomes Matrix tool which is hosted on Good Finance for
enterprises to integrate an equality and diversity approach throughout.  
In addition, we published our diversity goals and gender and ethnicity pay gap reports. Through
these publications we aim to be more transparent when it comes to diversity, as well as sharing
our journey and learnings to encourage change in the wider social investment system. BSC has
joined several schemes designed to bring in more diverse talent into BSC including the 2027
programme and 10,000 Black Interns and signing The Diversity Manifesto Pledge and have been
looking to promote this to our partners across the social investment sector.  

Culture

5

https://www.goodfinance.org.uk/latest/post/welcome-addressing-imbalance
https://www.goodfinance.org.uk/latest/post/investment-committees-social-investment-and-why-we-should-care-who-sits-them
https://www.goodfinance.org.uk/measuring-social-impact/outcomes-matrix


3.-Diversity – internal. We will work with consultants on an internal review of culture and
processes.  
 
We have identified areas for improvement in our practices and are actively addressing these -
around pay and benefits, how we recruit, broadening access, and how we work together. Our
diversity plan now sits parallel to our 2025 strategic goals and is an important pillar within all our
individual market systems. 
Activities to better support diversity internally include an equal pay audit, a benefits review, and
a programme of reverse mentoring. We have sought to tackle the gender pay gap through
promoting flexible working, enhancing shared parental leave, and providing a Women in
Leadership programme, as well as a thorough review of recruitment, pay and promotion to
ensure fair and equitable treatment. We have committed through the Race at Work charter to
tackle barriers faced by people from ethnic minorities. This includes an EDI training offer for
staff, participating in the 10,000 Black Interns programme and launching proactive careers
events aimed at attracting applicants from diverse backgrounds to social investment. 
   
As above we are aiming to be fully transparent and so will publish our latest Gender and
Ethnicity Pay Gap Report in October. 
 
Finally, our board has agreed EDI principles for recruiting future board members, a process
which is currently underway. 

4.-Social sector insight. We will explore a structured secondment system to place staff
into social sector organisations.

We already run a number of structured secondment programmes including On Purpose and the
2027 Programme where colleagues from social sector organisations come and work at BSC
bringing their insight and experience into the organisation. Due to the effect of the pandemic,
we paused creating new secondment programmes externally. We are now creating a structured
programme for staff to visit social sector organisations which will start this year and we can use
this to explore whether they would see value in expanding this to secondments. 

5.-Lived Experience. We will seek more input from those with lived experience.

We have sought to provide more of a voice to those with lived experience through our work and
recognise that we have a way to go yet. Our first step last year was appointing Lisa Hilder to our
Investment Committee - a leading figure in women’s refuges and respected in the social sector –
who has added breadth of experience to our own investment process. 
  
We have now built more systematically on the ‘Nothing about Us without Us’ report which we
commissioned in 2020 on user voice within social investment.  
As a next step we are launching the online learning programme and peer support programme
aimed at bringing more diverse lived experience into investment decisions in the sector. The
programme called Investment Committees of the Future is currently in production and will
launch later this year providing training for people with diverse voices and experiences to
increase their confidence and skills to join investment committees and developing a pool of such
people to work within the social investment sector.  

6

https://bigsocietycapital.com/latest/nothing-about-us-without-us-lived-experience-insight-social-investment/
https://www.goodfinance.org.uk/latest/post/investment-committees-social-investment-and-why-we-should-care-who-sits-them


6.-Cost effectiveness. We will keep our budget and expenses under close review.
 
We expect to remain within our planned operating budget for 2022 and work on the 2023
budget is about to commence. The recent increases in inflation will be particularly relevant when
considering the 2023 operating budget – both from a staff costs and overhead costs perspective.
We will be discussing options to address and manage this in the context of our overall cost base
and return target with our Board in the Autumn.  
 
Fee levels paid to Fund Managers are also a key element of BSC's wider cost base. These are
benchmarked as part of BSC’s due diligence and approval process. 

Investment Process
1.-Investment feedback. We will review our investment process, use surveys, create a
regular feedback mechanism for organisations going through this to drive improvement. 
 
After completing a review of portfolio management and fund manager development last year in
light of the new strategy, we restructured our approach to fund managers. While the Investment
team will continue to manage our investments, we also established the Investment Network
team to support the community of social investment fund managers. The goal of the Investment
Network is to create a support system of experts (both individuals and organisations) and
resources that can help fund managers in our portfolio and BSC itself achieve their strategic
objectives. To date the network has 15 support engagements and has recently established a
Social Property Expert Advisory Network to provide advice BSC and the fund managers in our
Social Property market system.  

2.-Diversity in Investment. We will carry out a review of whether and how our investment
process could help promote access to investment for diverse communities.  

We have now integrated addressing inequality into our business plans for growing social
investment. For each market system, we have set goals to improve the reach of social
investment in terms of equality, diversity, and inclusion by 2025. These cover fund manager
diversity, diversity at the portfolio level, and diversity at the end user level. We have developed
an investment process, which will assess all new proposals with an EDI assessment framework
that will be considered as part of Investment Committee decision making. As part of the
development process we’ve consulted with fund managers, who will be the recipients of the new
process, as well as EDI experts, including the Equality Impact Investing Project, to learn from best
practice. We now include EDI metrics – both qualitative and quantitative – in our portfolio
monitoring and will take action where fund managers fall short. We realise we’re operating in an
area of rapidly evolving practice, so are very much in listening and learning mode and will
actively refine targets and our process as we go. In addition, on transparency, we restarted our
annual survey on the diversity of fund managers, paused due to Covid, and will be publishing the
later in 2022 which cover metrics across age, gender, disability and ethnicity. The intention is to
hold ourselves and the social investment sector accountable for improving our equality, diversity
and inclusivity.  
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3.-Intermediary Capitalisation. We will keep performance of intermediaries under review
and in particular consider whether further capitalisation is needed.  
 
We keep the performance of intermediaries under review as a matter of routine. Our investment
into Zamo is specifically targeted at helping intermediaries achieve transformational growth
through access to institutional capital. Having signed two deals to date, with SASC into SASH’s
expansion, and Ascension Ventures, Zamo is continuing to explore future investments into other
fund managers in our portfolio.  

In addition, we worked with Access to secure £2 million of funding made available by
Government to provide direct capitalisation for intermediaries who were negatively impacted by
COVID that need direct support themselves and we sit on the steering committee to administer
that funding.  

In terms of direct investments, BSC continues to make loans available to intermediaries to help
them manage their liquidity between funds, including most recently managers in the lending
and venture space. We have also continued to support and invest in the capitalisation of the
growth of the social banks. We also continue to help develop and invest in blended and
guarantee structures where some surpluses are retained by intermediaries, and this contributes
to their long-term capitalisation.  
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