
CONVERTING VALUES THROUGH 
MEANINGFUL INVESTMENTS

Etienne Eichenberger and Maurice Machenbaum 
describe two approaches to impact investing, which  
are proving increasingly attractive to Family Offices 

whose clients want to do well by doing good

INVESTING  
WITH IMPACT

Impact investing is a new buzzword in the 
world of philanthropy, with many different 
perceptions about what it involves. At the 
outset, it was seen as a sort of social private 
equity, but now it is a much broader concept. 
And for people looking to make an impact 
in their philanthropic endeavours, there 
are now two broad approaches, which can 
complement each other.

The first is to see it as a form of investment. 
Commercial investing is all about perfor-
mance, but that is normally traded off 
against risk. Impact investing introduces a 
third dimension: the impact made on bene-
ficiaries and society, traded off against both 
performance and risk. This type of invest-
ment has been growing in recent years, 
though its volume is measured in terms 
of billions, compared with the trillions of 
Environmental and Social Responsibility 
(ESR) investments.

The second approach is more akin to 
traditional philanthropy, where mission- 
related investments of charitable foundation 
endowments may have an indirect impact 
on society. Foundations can offer social 
enterprises, charities and non- governmental 
organisations launch grants or some-
times loans which may help them generate  
revenues to become partly or wholly 
self-sustaining.

A good example is Friends International 
in South-East Asia. After nearly 20 years  
in existence, its founder Sebastien Marot 
has created an organisation whose Cam- 
bodian operation raises more than half its 
revenue from income-generating activities 
while helping thousands of street children  
every year.

Supported by grants and loans from 
philanthropists and foundations, it educates 
children and trains young people to do jobs 
that are needed in the local economy, in 
hotels, restaurants and handicrafts. This 
brings in revenues as they learn the skills 
needed to enter the jobs market.

Another way to create impact on 
wider society is through strategy grants. 
Camfed, the Campaign for Female Educa-
tion, has helped 3.5 million girls in five  
African countries to stay in school – most 
girls otherwise drop out after primary 
school to support their families. Those 
who complete secondary education receive 
training and small grants to become busi-
ness entrepreneurs, helping to stimulate 
economic development in their communities.  
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Most become philanthropists, support-
ing their siblings and neighbours’ children 
through school.

One innovation in recent years is the crea-
tion of funds of funds which provide a way for 
private offices searching for impact to invest 
in a basket of causes. This started when firms 
such as Blue Orchard offered funds of funds 
channelling finance to micro-finance provid-
ers in several countries, diversifying risk for 
what was effectively a bond-type investment 
with counter-cyclical characteristics.

Now there are funds of funds making 
equity investments in sustainable busi-
nesses such as gold mining, healthcare 
and agriculture which benefit low-income 
communities in emerging markets. These 
funds of funds have effectively created a new 
asset class for private offices and investors 
searching for impact.

This widening of the impact investing 
field provides a greater range of options 
for those who wish to make a return while 
making an impact on society – it is becom-
ing easier to do well by doing good. 

Etienne Eichenberger and Maurice Machenbaum 
are co-founders of WISE, a Geneva firm founded in 
2004 to advise clients on philanthropy

VENTURE PHILANTHROPY — EVPA

Source: European Venture Philanthropy Association

Primary driver is to create
�nancial value

Primary driver is to create
societal value

‘BLENDED’ SOCIETAL AND FINANCIAL VALUE

SOCIAL PURPOSE ORGANISATIONS (SPO’S)

IMPACT ONLY

GRANT MAKING SOCIAL INVESTMENT

VENTURE PHILANTHROPY

IMPACT FIRST FINANCE FIRST

• Grants only: no trading
• Trading revenue and grants

• Potentially sustainable 
   >75% trading revenue
• Breakeven all income from trading
• Pro�table surplus reinvested

• Pro�t distributing socially driven • CSR Company
• Company allocating percentage to charity 
• Mainstream Marketing Company

TRADITIONAL BUSINESSCHARITIES SOCIALLY DRIVEN BUSINESS
REVENUE GENERATING 
SOCIAL ENTERPRISES

TRADITIONAL PHILANTHROPY:
• giving late in life
• a foundation is the main institutional vehicle  
• making donations
• setting general goals
• donors support causes in order to ‘do good’

PRO-ACTIVE PHILANTHROPY:
• giving throughout lifetime
• a foundation is one option among others 
• making donations or investments
• setting specific objectives
• donors wish to have an impact

‘All too often philanthropy 
tends to be equated  
with good intentions  

and a backpack. But when 
we visit projects with 

professionals we  
realise that philanthropy 
is far too important to be 
managed amateurishly’ 

A WISE CONTRIBUTOR
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