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ABOUT US
The Impact Investing Institute (‘the Institute’) was launched in 2019 with a simple mission: to
accelerate the growth and improve the effectiveness of the impact investing market in the UK
and internationally. Our vision is for lives to improve, as more people choose to use their
savings and investments to help solve social and environmental challenges, while seeking a
financial return. We want to see more capital contributing to the well-being of people and the
planet – as set out in the United Nation’s Sustainable Development Goals (UN SDGs).
We are an independent, non-profit organisation, which brought together two influential
initiatives: the government’s Taskforce for Growing a Culture of Social Impact Investing in the
UK and the UK National Advisory Board on Impact Investing. We are part of the Global Steering
Group for Impact Investment (GSG) network. Our Theory of Change describes how we plan to
achieve change in the short-, medium- and long-term. We run a series of research, education
and advocacy programmes designed to bring about the market conditions to enable impact
investing to flourish.

KEY EXTRACTS FROM OUR FULL RESPONSE
Section 1: Merits and concerns
We agree with all the merits suggested by the Platform on Sustainable Finance1 - particularly
“supporting investment in social sustainability and a just transition” and “strengthening the
definition and measurement of social investment”. In addition, this is a pivotal time in the
development of sustainability disclosures and reporting requirements. It is essential that
sustainability metrics provide a basis for transparent, consistent, comparable reporting of social
impacts. The COVID pandemic has underlined the need for both social and green lenses to be
applied to public and private investment. However, there are fewer developed global and local
social standards and reporting requirements on the “S” than the “E” despite a pressing need. We
welcome the EU’s ambition in developing a social taxonomy. Importantly, it will require attention
and developing consensus in what is arguably a more subjective, less quantifiable, and less
scientific area.

1

The merits listed in the consultation document are:
•
Supporting investment in social sustainability and a just transition
•
Responding to investors’ demand for socially orientated investments
•
Addressing social and human right risks and opportunities for investors
•
Strengthening the definition and measurement of social investment.
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We also agree with all the main concerns for a Social Taxonomy2 and have two additional
concerns. Firstly, the social taxonomy will not be fit for purpose without engagement from a
broad range of stakeholders – to ensure that meaningful “impact” metrics reflecting social
“outcomes” are identified and to enhance usability. Stakeholders should include (a) investment
professionals, and product development and compliance staff; (b) ordinary people impacted by
social interventions, in part through the intermediation of civil society; (c) retail investors buying
financial products deploying the taxonomy; and (d) employees of reporting enterprises.
Secondly, there is a need to set global standards on social impact metrics to encourage
convergence and increased transparency, consistency, and comparability of approach. We
support the work of international organisations such as the Impact Management Project (IMP),
International Financial Reporting Standards (IFRS) Foundation, International Organisation of
Securities Commissions (IOSCO), and the International Platform in this regard and encourage the
Platform and Commission to play a key role.

Section 2: Structure of the social taxonomy
We suggest the design of a comprehensive mapping of social impact metrics with the UN SDGs
and international standards based on them as relevant to ensure global alignment of approach
and maximum harmonisation. We note that many top financial firms have already incorporated
the SDGs into their investment process, and they are accepted in the investment community.
We believe the dichotomy between economic ‘entities’ and ‘activities’ is less relevant for the
social taxonomy than the green taxonomy. That said, it is important that the taxonomy works
across the widest range of products and actors, and so the taxonomy should consider how these
entities are structured (including with regards to product type) and to have objectives that reflect
such nuances. When considering this, it will be essential to take the views of financial market
practitioners across a range of financial products and investment types into account to ensure
that the taxonomy is usable across the widest range of financing channels.

Section 3: Harmful activities
As noted above, we suggest a comprehensive mapping of social impact metrics with the UN
SDGs. This would include tying ‘socially harmful activities’ which result in negative outcomes
back to particular SDGs.

Section 4: Governance objectives
We believe that tying executive remuneration to robust, specific, and measurable social and
environmental impact targets is essential to create the right incentives to drive positive
sustainability outcomes. These are already becoming a part of the prudential and market
regulatory toolbox. For example, diversity and inclusion reporting with metrics on gender- and
race/ethnicity-related pay gaps as well as diversity of governance bodies (gender, skillset,
experience, background).
As noted above, a wide range of stakeholders should be consulted at a technical level to ensure
that disclosure includes the most appropriate standards and metrics, which reflect outcomes,
and are useful to both asset owners, institutional investors, financial intermediaries and civil
society. Also, disclosure should be consistent with that required under best practice “say on pay”

2

The main concerns listed in the consultation document are:
•
Interference with national regulations and social partners’ autonomy
• Increasing administrative burden for companies.
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rules in the US in addition to gender pay gap reporting and the corporate governance code in the
UK.
More broadly we note that boards and senior management of companies should identify a clear
purpose consistent with social and environmental objectives, and embed these in strategy,
business and operating models, with robust performance measurement criteria to capture
impact.

Section 5: Model for linking an environmental and a social taxonomy
We believe the first model - where the social and environmental taxonomies are only related
through social and environmental minimum safeguards - is a more realistic option than a fully
integrated model given the environmental and social taxonomies will be developed sequentially
and require a different substantive approach, experience, and skills to assess.3 It is important,
however, to understand at a granular level how the social taxonomy relates to the minimum
social baseline in the green taxonomy and vice-versa. The entire EU taxonomy should fit
together in a logical and understandable way.

Section 6: General expectation from the social taxonomy
This is a pivotal time in the development of sustainability disclosures and reporting requirements.
We applaud the Commission’s clear endorsement of “double materiality” in the Sustainable
Finance Disclosure Regulation (SFDR) and Corporate Sustainability Reporting Directive (CSRD)
showing global leadership in this area.
We note that the EU has incorporated the concept of impact into its reporting expectations –
the SFDR requires asset managers to report on the Principal Adverse Impacts of their activities
on the environment and society, and the more general sustainability impacts of their
investments in terms of enterprise value and environmental and social factors. The
Commission’s new CSRD proposal is explicitly based on double-materiality which includes
information about the impact of companies on people and planet.
It is important that the environmental and social taxonomies, which inform the detailed reporting
metrics for the SFDR and CSRD, focus on impact and outcomes. An organisation’s impacts can
be defined as the changes (positive or negative, caused directly or indirectly, wholly or partially,
intended or unintended) in outcomes caused by its activities. These taxonomies are an integral
part of the SFDR and CSRD reporting frameworks, and this will also avoid a disconnect between
what the policymakers want and execution at the technical level. With the social taxonomy, there
is a meaningful opportunity to strengthen the definition and measurement of social impacts by
including robust metrics reflecting outcomes.
We outline in our sustainability reporting briefing paper that outcomes and impact measurement
should reflect the actual changes experienced by stakeholders because of an organisation’s
activities, considering local contextual factors. This paints a more complete picture, helping
companies to uncover risks and opportunities, and helping stakeholders to hold boards and asset
managers to account. By comparing outcomes to relevant evidence-based thresholds, for
example, as articulated in the SDGs, users of sustainability reporting can determine the extent
to which organisations contribute positively or negatively to these goals.

3

The second model envisages there being one taxonomy with a list of social and environmental objectives, and ‘do
no significant harm’ criteria. The report notes that one downside would be that fewer activities would meet both
social and environmental ‘do no significant harm’ criteria.
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Our aspiration is for the social taxonomy to set the standard for high quality reporting. It is
important to develop meaningful impact metrics that go beyond policy setting and look through
to management, implementation, monitoring and evaluation of social factors.
We believe that there should be a bridge between the green and social taxonomies over and
above the social safeguard baselines in the taxonomies. One way to start is by focusing on social
outcomes – both benefits and risks – relevant to achieving a just transition. This connection is
reflected in the EU concept of a “just transition”. The Institute’s paper, “The UK’s Green Gilt:
Demonstrating the Contribution to Jobs and Levelling Up”, co-authored with the London School
of Economics’ Grantham Research Institute, outlines how reporting on social co-benefits can be
used in green bond terms and implemented in a practical, efficient and innovative way.
This reporting should also be added to the EU Green Bond Standard so that a range of issuers
have a format to report on the social co-benefits of their green activities. This would ensure a
focus on social and economic co-benefits while the broader social taxonomy is in development.
If helpful, our sustainability reporting briefing paper further outlines our position on reporting of
environmental, social, and economic outcomes.

Page 4 of 4

Impact Investing Institute. Company number: 12071750

