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ECON public hearing on EU Social Entrepreneurship Funds and EU Venture Capital 
Funds - March 20, 2012
Nick O’Donohoe – Big Society Capital
Good Morning.
My name is Nick O’Donohoe and I am CEO of Big Society Capital (BSC), the UK’s Social
Investment Bank. 

Thank you very much for giving me the opportunity to address you today.
First I wanted to briefly introduce BSC. 
It is being established as the first dedicated Social Investment Bank – an initiative that has 
support in the UK across the political spectrum. It is a policy that was originally proposed 10 
years ago under the Labour administration and is now being executed under the Coalition 
government. 
BSC is capitalised from two sources: 
Firstly, dormant unclaimed bank accounts that reside in English Banks and Building 
Societies are being swept up and channelled by way of the Reclaim Fund into BSC. 
Secondly, the big 4 UK Banks – RBS, Barclays, Lloyds and HSBC – have agreed to invest in 
a further £200m of equity. 
That money will be used to stimulate the growth of social investment in the UK by investing 
in Social Investment and Finance Intermediaries These are  organisations that provide, 
facilitate or organise the transfer of loans or other investments into social sector 
organisations. 
To be clear, our definition of social sector organisations are those that exist wholly or mainly 
to provide benefit to society rather than to produce profits for its owners and shareholders. 
They include charities, social enterprises, community organisations and various forms of 
cooperative or mutually owned enterprises. They may also in certain circumstances include 
for profit companies as long as these companies have a clearly defined social mission. 
It is important to note that we believe social enterprises are defined by both their social 
mission and attitude to profit. A social enterprise is not defined solely by its ownership 
structure. For example, all cooperatives are not defined as social ventures. 
BSC will be managed independently of government. The Financial Services Authority has 
authorised BSC as an investment advisor and asset manager. 
It is important to note that BSC will make only investments and not grants or donations. We 
will always expect to receive our capital back and earn a return that reflects both the risk of 
the investment and the social value that it creates. We may make investment at returns that 
are projected to be below normal commercial risk adjusted rates but we will need to earn 
returns that are sufficient to ensure BSC is sustainable and its original capital is not 
depleted.
I have been asked to discuss how to develop the social investment market in Europe. 
Creating a new financial market, similar to creating any market, requires three things. It 
requires a supply of capital, it requires demand for that capital and it requires a broad range 
of actors who bring together this supply and demand of capital. The social investment 
market is no different. 
I would like to deal with each of these elements in turn.
The supply of capital depends on groups of investors willing to make investment with the 
intent of creating positive social impact in addition to financial return. Today we believe an 
appetite for such investment exists but is largely untapped. Indeed a recent survey in the UK 
indicated that 65% of investors would consider such an investment but to date almost 
nobody had actually made one. The principal reason being given was that they did not know 
what they looked like, who distributed them, how they defined social impact and how they 
measured it, what risks they were taking by investing and what if any financial return they 
were trading off by doing so.
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This problem could be addressed by recognisable social investment vehicles managed and 
distributed both by established investment managers and also by dedicated specialist 
managers. We welcome the Commission’s proposal to create EUSEFs as an important part 
of addressing this issue. 
The Commission needs to ensure that these vehicles are given the freedom to invest in a 
broad range of different social investment opportunities and are not restricted in the size of 
the enterprises they invest in. Our ambition is to grow and scale social enterprises. As these 
enterprises grow they do not necessarily graduate to more commercial forms of capital. 
Restricting investments only to smaller enterprises will restrict the ability of larger social 
organisations to achieve economies of scale.
They should also be flexible enough to invest in a range of different instruments including 
new and innovative securities such as social impact bonds which are specifically designed to 
channel private sector capital to fund social organisations to address important social issues. 
They should  be supported by financial regulation exemptions that make it cheaper and 
easier to issue investments, clear guidance from regulators to promoters on suitability 
standards and, potentially, by tax relief where investment is being targeted at areas where 
returns are likely to be below normal market rates of return.
The demand for investment requires a range of social enterprises that have both the legal 
structure and the expertise to take on investment. This is not a given. Most social enterprises 
focus on providing social impact not on their balance sheet or cash flow statement and 
certainly not on generating a surplus with which to repay investors principal, loan interest or 
dividends. This requires technical assistance and financing specifically to get organisations 
to the point where they have a business plan and systems that can support an approach to 
investors or banks to ask for finance.
Social ventures require investors to supply a range of different types of capital support. They 
require loans and these loans need to be long term and at rates of interest which are 
affordable. But they also require equity. Long term risk capital where returns are tied to the 
overall success of the business. Very often this is the most difficult type of capital to access 
and the area where EU funding can be most effective.
Finally, even if both supply and demand exist, and even if investors have a better 
understanding for social investment and social ventures are better equipped to receive 
investment there will be no market without institutions connecting the providers with the 
users of capital – so-called “intermediaries”. 
That is the mission of BSC. We will provide cornerstone funding for new social investment 
funds, we will provide capital to dedicated social banks, we will back new innovative 
partnership structures such as social impact bonds, and we will provide working capital and 
longer term funding to charities and social enterprises who wish to strengthen their balance 
sheets, scale their businesses and touch many more lives. 
We have already experienced through the launch of BSC that putting forward a large pool of 
money with a specific mandate to develop this sector can dramatically increase the number 
of participants, the size of those participants and the level of sophistication of the market.
Finally I would like to stress again that we believe the social investment market is in its very 
early stages of growth. It is not the answer to all our social challenges but it has the potential 
over time to bring in many billions of euros that can help address many of them. 
Money attracted to invest in this market will be incremental to philanthropy and incremental 
to government spending on social programs. It will allow successful social enterprises to 
prove their effectiveness and in doing so will allow them to attract increasing capital flows 
and transform the scale of their operations. 
EU initiatives to promote the development of the social investment market  can make an 
enormous difference to how quickly it will  develop. 
I welcome your questions.
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