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Dear friends, 

2012 marked Bridges Ventures’ tenth anniversary 
and, in place of our usual impact report, we are 
delighted to share with you this Ten Year Report. 
Our aim is not only to present the impact of our 
work over the past decade but also to reflect on 
our experience, in the hope that some of the 
lessons we have learned may be valuable  
to others.

We believe that the last decade has seen the 
beginnings of a sea-change in perspectives on 
how business, finance and investment relate to 
wider social and environmental issues. During 
the economic boom of our first five years, this 
was driven by a growing concern over the 
widening gap between rich and poor, increased 
awareness of the dangers of climate change 
and pressures on natural resources. The second 
half of our first decade brought financial crisis, 
recession and falling investor returns across asset 
classes, triggering widespread concerns about 
the volatility of our financial system and  
its impact on society. 

At our 10th anniversary event we asked what we 
believe to be one of the most pressing questions 
of the coming decade: How can capitalism 
better serve society? Our speakers debated 
how some of the most serious and persistent 
issues affecting our society are a consequence 
of the way capitalism is operating today, with a 
focus on short-term returns rather than longer-
term growth and sustainability. Our founding 
Chairman Sir Ronald Cohen, whose vision lies 
behind the creation of Bridges, argued in his 
comments  that entrepreneurship and the 
capital markets can be harnessed to bring about 
systemic change in the way that capitalism 
addresses social challenges – and that is both 
the challenge and the opportunity before us. 

Fortunately, the last decade has seen the 
beginnings of a response to these macro drivers 
for change around the world. We have seen 
social and environmental impact become more 
integral across the investment spectrum – with 
the United Nations Principles of Responsible 
Investment already accounting for 20% of the 
world’s capital and the growth of worldwide 
initiatives, such as the Global Impact Investing 
Network, to support the rapidly-growing 
community of investors seeking to address 
societal issues sustainably and at-scale. 

Our investor base has also evolved. We would 
like to recognise and thank those early pioneer 
investors who backed Bridges’ first fund back in 
2002, many of whom have since invested across 
a range of Bridges funds. As Bridges has built up 
its own track record over time, we have seen the 
majority of our funds coming from institutional 
investors such as pension funds and insurance 
companies. We would also like to thank those 
investors who have come later to Bridges, many 
of whom are developing market-leading thinking 
around sustainable and impact investment.

With average topline growth of 20% across the 
portfolio companies in our Sustainable Growth 
Funds last year year, despite a tough economic 
climate and a series of successful exits, we 
hope we have played our part in showing that 
investing for impact can deliver highly attractive 
financial returns as well as help solve pressing 
social and environmental challenges. 

Sustainable and impact investment began in an 
era of economic prosperity but its relevance has 
never been greater than today, and there is still a 
lot of room to innovate. In many ways it feels like 
we are just getting started.

The Bridges Ventures team 

We are also seeing encouraging progress 
around new ways that investment can be used 
to directly address pressing societal challenges. 
In the UK, building on the recommendations 
of the Social Investment Task Force in 2000, a 
wave of new organisations have been founded 
that are dedicated to making investments that 
make a difference, ranging from investing in 
environmental technology and infrastructure, 
backing growth businesses in areas such as 
health or education, lending to charities, 
investing in social enterprises and financing 
affordable housing and regeneration. 
Foundations have started to realise that they 
can use both their grant-money and their 
endowments to invest in ways that promote their 
charitable goals; progressive thinking about 
public service delivery has led to the launch of 
the Social Impact Bonds and payment-by-results 
contracting where charities and social enterprises 
are paid for the specific positive impacts they 
achieve; and most recently, Parliament has used 
capital in dormant bank accounts to launch our 
first social investment wholesale bank,  
Big Society Capital. 

Bridges itself has evolved equally rapidly. Over 
the last ten years, we have innovated three 
different fund types, showing how an impact-
driven investment approach can be employed 
across a range of asset classes – from growth 
capital for ambitious businesses, to investments 
in properties in regeneration areas and buildings 
showing environmental leadership, to flexible 
funding for social enterprises. We have also 
expanded the range of challenges we seek 
to address. While our initial focus on creating 
economic dynamism in underserved areas 
has continued, with 85% of our portfolio still 
in the most deprived quartile, including half 
in the most deprived 10% of the country, we 
are increasingly backing high-impact sectors: 
healthcare solutions, education and skills-training 
businesses, and investments that support 
environmental sustainability. And we have 
continually innovated to meet market demand, 
most recently investing in some of the country’s 
first payment-by-results schemes through our 
Social Entrepreneurs Fund. Recognising the 
extraordinary dynamism of entrepreneurship, we 
have been proud to work with a wide range of 
talented management teams who are building 
high-impact fast-growth businesses – both those 
currently under management and those we have 
successfully exited.

Entrepreneurship and the 
capital markets can be 
harnessed to bring about 
systemic change in the way 
that capitalism addresses 
societal challenges.

Sustainable and impact 
investment began in an  
era of economic prosperity  
but its relevance has never 
been greater than today,  
and there is still a lot of  
room to innovate.
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Sustainable and Impact Investment: 
A New Paradigm 

The notion that markets and business cannot operate in isolation 
from society is not new, with the first examples of socially-conscious 
investing dating back centuries. The last few decades, however,  
have seen the sector come to the fore.

1  From biblical times, Jewish laws 
laid down directives on how to 
invest according to ethical values, 
while Quakers have long practiced 
socially responsible investing, 
based on their beliefs in human 
equality and nonviolence.

2  With growing commitment, the 
signatory base of the UN Principles 
for Responsible Investment (UNPRI) 
already accounts for approximately 
20% of the world’s capital (UNPRI 
Annual Report 2011: http://www.
unpri.org/wp-content/uploads/
annual_report2011.pdf).

3  This definition is consistent with 
the GIIN’s description of impact 
investment as “actively placing 
capital in businesses and funds 
that generate social and/or 
environmental good and a range 
of returns, from principal to above 
market, to the investor.

Traditional

Fo
cu

s
E
xa

m
p

le
s

Finance-only Impact-only

Responsible Sustainable Thematic

Impact Investment

Impact-first Philanthropy

The New Paradigm
Limited or no 
focus on ESG 
factors of 
underlying 
investments

Focus on ESG 
risks ranging 
from a wide 
consideration of 
ESG factors to 
negative 
screening of 
harmful products

• PE firm 
integrating ESG 
risks into 
investment 
analysis

• Ethically-
screened 
investment fund

•“Best-in-class” 
SRI fund

• Long-only 
public equity 
fund using deep 
integration of 
ESG to create 
additional value

• Clean energy 
mutual fund

• Emerging 
markets 
healthcare fund

• Microfinance 
structured debt 
fund 

• Fund providing 
debt or equity 
to social 
enterprises 
and/or trading 
charities

Focus on ESG 
opportunities, 
through 
investment 
selection, 
portfolio 
management and 
shareholder 
advocacy

Focus on one or 
a cluster of issue 
areas where 
social or 
environmental 
need creates a 
commercial 
growth 
opportunity for 
market-rate or 
market-beating 
returns

Focus on one or 
a cluster of issue 
areas  where 
social or 
environmental 
need requires 
some financial 
trade-off

Focus on one or 
a cluster of issue 
areas where 
social or 
environmental 
need requires 
100% financial 
trade-off

Bridges
Social 
Entrepreneurs 
Fund

Bridges 
Sustainable
Growth
Funds

Bridges
Property
Funds

High-impact solutions

ESG opportunities

ESG risk management

Competitive returns

While there continues to be a clear role for 
public funding and grants, the evolution of 
social enterprises has shown that there are 
situations where a social or environmental need 
requires only some financial trade-off, rather 
than complete financial loss. The result is a 
more scalable solution than charity, as well as 
an opportunity to bring incremental investment 
inflows to address social and environmental 
challenges which governments and aid alone 
cannot solve. To support these enterprises, the 
Impact-first investor has emerged – an investor 
who is willing to back sustainable, profitable 
business models that cannot generate market-
rate returns either because of the enterprise’s 
structure or the disadvantaged consumers it 
targets (or both). 

Over the last ten years we have seen significant 
growth in the number of Impact-first funds and 
the Bridges’ Social Entrepreneurs Fund is one 
such example. 

While Thematic investors differ from Impact-first 
investors in their ability to generate competitive 
returns, the impact intention of both types of 
investor is broadly the same – namely to back 
solutions to social or environmental issues. As a 
result, both Thematic and Impact-first investors 
seek to track and manage their impact alongside 
their financial return. We therefore call both 
types Impact Investment3. 

In summary, we have developed the following 
‘map’ of the market to help clarify the terms 
and position the choices available to asset 
owners. Importantly, we use only dotted lines to 
distinguish between types, as we do not want to 
over-simplify the picture and recognise that some 
investors may consider themselves as between or 
across categories

Socially-conscious investing arguably dates back 
centuries, with religions informing directives 
on how to invest according to ethical values1. 
More recently, the social climate of the 1960s, 
followed by the push from investors to eliminate 
the institutionalised racial discrimination of 
Apartheid in South Africa, brought socially-
conscious investing to the fore. By the 
1980s, Socially Responsible Investing (SRI) 
had a dedicated investor base, focused on 
systematically ‘screening out’ harmful products 
and practices (such as tobacco, weapons or 
oppressive regimes). Back then, this investment 
style was driven primarily by ethical motivations, 
rather than commercial considerations. 

Over time, in addition to ethical motivations, 
many investors have recognised that, by 
factoring social, environmental and governance 
risks (ESG) into their investment decisions, they 
are able to protect value and deliver greater 
long-term wealth to shareholders, particularly in 
a world of increasing transparency. As a result, 
the broad category of responsible investors 
today ranges from those who ‘negatively screen’ 
harmful products or practices, to those who also 
address ESG risks through active ownership and 
to a much wider universe of investors who look 
at ESG risks as a part of their overall analysis of 
the portfolios they hold. The extent to which the 
ESG factors are central to selection of investment 
varies widely within this universe of investors2. 

Taking this further, and building upon “best-
in-class” SRI, some investors have deeply 
integrated social and environmental factors 
into investment analysis and begun pro-actively 
looking for ESG opportunities, selecting 
companies which they believe will outperform 
the market because they operate (or have the 
potential to operate) in a more sustainable 
way than their peers over time – be it through 
their environmental management, stakeholder 
engagement or governance practices. 

This Sustainable Investing approach centres 
on backing businesses that can flourish in a 
changing landscape, and we distinguish it from 
Responsible Investing because it focuses not just 
on protecting value against risk but on creating 
additional value, through both investment 
selection and portfolio management. 

While Sustainable Investing focuses on how 
companies behave in a changing social and 
environmental context, Thematic Investing goes 
beyond this to focusing on businesses that can 
actively shape that context, by offering solutions 
to a pressing social or environmental issue. 
Thematic investors focus deliberately on one or a 
cluster of issue areas with the intention to make 
a positive social or environmental impact. For 
example, a clean energy mutual fund might focus 
on climate change, while a venture or growth 
capital firm might focus on affordable healthcare, 
water scarcity or investment in low-income areas. 
These investors identify situations where a social 
or environmental need creates a commercial 
opportunity, with the potential to deliver positive 
impact alongside market, or above market, 
returns. At Bridges, both our Sustainable Growth 
Funds and our Property Funds fall within this 
category. 

There are, of course, many pressing social or 
environmental issues where commercially-
viable solutions do not present themselves. 
Traditionally, such issues have been resolved 
by governments or grant-funded charities, with 
100% financial loss. 

Spectrum of Capital
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“ Our investment approach has attracted 
incredible human capital, through our Board, 
Advisory Board and of course the Bridges 
team. United by values and a shared vision,  
we have been able to straddle the worlds of 
traditional finance and social impact,  
and encourage innovation.”  
 
Michele Giddens,  
Co-Founder

“ Ten years ago many people thought that 
deliberately investing to achieve positive 
social outcomes would inevitably lead to poor 
financial returns. We hope we have been able 
to demonstrate that excellent financial returns 
and impact can go hand-in-hand” 
 
Philip Newborough,  
Co-Founder

“ A key challenge of investing  
in properties that demonstrate environmental 
leadership is to ensure that sustainable 
construction methods are followed by energy 
efficient practices by the tenant. We have 
learned that one way to break through this 
challenge is to partner closely with both the 
developer and operator, agreeing upfront on 
the ‘win-win’ strategy of creating commercial 
and societal value.” 
 
Simon Ringer,  
Head of Property Funds

“ By using our venture capital skills of hands-on 
management support and tailored financing 
structures, we are backing scalable, high-
impact social enterprise models that cannot 
support commercial investment. Through 
our investments we have learnt that, in some 
mainstream sectors such as domiciliary care, 
the social enterprise structure can create 
a competitive advantage over traditional 
business models.” 
 
Antony Ross,  
Head of Social  
Entrepreneurs Fund

Bridges Sustainable Growth Funds 
Our Sustainable Growth Funds take a Thematic 
approach, providing growth capital for SMEs 
which create impact through the products  
they sell (health and well-being, education  
and skills, or the environment) or the economic 
growth they generate in underserved areas 
(85% of our investments are located in the most 
deprived 25% of the UK, with half in the most 
deprived 10%). Through these funds, we have 
been able to show our commercial investors, 
including pension funds and banks, that impact 
can be an engine of value.

Bridges Property Funds 
Our Sustainable Property Fund takes a 
Thematic approach to property, investing 
entrepreneurially in buildings that promote 
regeneration, as well as those showing 
environmental leadership. 

Our newest property fund, the CarePlaces Fund, 
focuses exclusively on building high-quality 
care homes for the elderly. Given our ageing 
population and growing demand for energy-
efficient buildings, these niche investment 
vehicles offer commercial investors growth 
opportunities in an otherwise saturated market. 

Bridges Social Entrepreneurs Fund 
Our Social Entrepreneurs Fund is an Impact-
first fund, backing scalable social enterprise 
models that cannot support commercial 
investment. With support from government, 
foundations and high net worth individuals, 
we designed an innovative vehicle that 
addresses a critical funding gap. We tailor our 
investment to each social enterprise, while also 
seeking a reasonable financial return that can 
demonstrate a sustainable funding source for 
social enterprises.

About us Our funds

Bridges Ventures is a specialist fund manager, 
dedicated to using an impact-driven investment 
approach to create superior returns for both 
investors and society at-large.

Bridges is majority owned by its senior 
management team with the Bridges Charitable 
Trust having a substantial minority ownership 
interest and control over any change to the 
firm’s founding commitment to raise only funds 
with both financial and social goals. The Bridges 
team also donates 10% of their own profits to 
the Trust’s philanthropic activities. 

Our investment strategy is to focus exclusively 
on opportunities where investments can 
generate investor returns through helping meet 
pressing social or environmental challenges – 
be it backing businesses that generate jobs in 
underserved areas, or building environmentally 
friendly care homes for the elderly to sustain 
an ageing population, or providing flexible 
financing for innovative community transport 
models. In pursuing this strategy over the  
last ten years, we have innovated a range  
of investment vehicles across three main  
fund types.
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All of our funds focus on four main impact themes: Underserved 
Areas, Environment, Education & Skills and Health & Well-being

Underserved Areas

Challenges: The poorest communities are 
worst affected by recession and they remain 
disadvantaged for longer, hit by unemployment 
and low incomes.

Opportunities: Underutilised and affordable 
property, unmet local demand, committed 
workforce and low competition for deals 
means we can identify pockets of growth in 
underserved areas. 

Our investments: We focus on business 
opportunities that offer real potential for 
catalysing economic growth in the most 
deprived 25% of the UK.

The Office 
Bridges Sustainable Growth Fund

The office is a specialist provider of flexible 
office space with sites located in regeneration 
areas in London and Bristol, offering a 
supporting base for hundreds of small and 
medium-sized enterprises. 

HCT
Bridges Social Entrepreneurs Fund

HCT operates bus contracts, including London 
red buses, and invests its profits to fund 
transport services for not-for-profit community 
groups and those unable to use conventional 
public transport, as well as related job-training 
services.

The Office

Environment 

Challenges: Climate change, resource constraints 
and energy security are some of the most 
pressing challenges facing today’s society.

Opportunities: Attractive investment 
opportunities exist in key areas including 
decentralised renewable energy generation, 
waste recycling, smart buildings and waste water 
treatment and recycling.

Our investments: We identify companies 
offering entrepreneurial solutions to both 
mitigate and manage environmental change.

Whelan Refining 
Bridges Sustainable Growth Funds

Whelan Refining is the UK’s first and only waste 
oil refining plant, re-refining waste oil to produce 
a range of virgin grade base oil and fuel oil 
products that are sold back to the lubricant 
industry. 

Elmbridge Court  
Bridges Sustainable Property Fund

A 44,000 sq ft business park comprising 25 office 
buildings, all of which have solar photovoltaic 
panels across their roofs, providing tenants with 
a significant percentage of free electricity. 

Elmbridge Court

Whelan Refining

Education & Skills

Challenges: Skills shortage and stagnating 
school performance, alongside increasing 
Budget constraints, are having a negative effect 
on employability levels.

Opportunities: Companies offering vocational 
training or whose activities focus on broadening 
accessibility or increasing quality for greater 
employability are a growing sector.

Our investments: We focus on companies 
offering vocational training, e-learning and 
training for NEETs (young people Not in 
Education, Employment or Training).

Babington
Bridges Sustainable Growth Fund

Babington Business College provides Skills 
Fund Agency-funded apprenticeship training in 
accountancy, business administration, customer 
service and financial advice to learners.

Community Links
Bridges Social Entrepreneurs Fund

Community Links is an East London charity with 
30 years’ experience running a wide range of 
community projects, including the Links4Life 
programme to support disadvantaged 14-19 
year-olds over three years to achieve improved 
education, employment and training outcomes.

Babington The Gym

Health & Well-being

Challenges: Increasing sophistication of care, 
lifestyle changes, rising levels of obesity and 
ageing population are current trends driving a 
fundamental transformation in the provision of 
support for health and wellbeing. 

Opportunities: Increased outsourcing of services 
from the public sector as well as higher demand 
for quality care homes, domiciliary provision 
and services promoting health and wellbeing 
including gyms and fitness facilities.

Our investments: We identify entrepreneurs 
providing specialist services to the healthcare 
sector, as well as those offering health & well 
being-related services to a broad range of 
communities, including quality care homes for  
the elderly.

The Gym
Bridges Sustainable Growth Funds 

The Gym provides low-cost health and fitness 
facilities in purpose-built gyms that are open 24 
hours and mainly located in underserved areas. 
Membership is flexible with no annual contract, 
giving access to the local community to health 
and fitness facilities.

CarePlaces Fund 

A fund launched in partnership with Castleoak, 
it invests in predominantly off-market, pre-let 
care home developments and develops them to 
provide first class care facilities with a focus on 
sustainable design and construction.
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Bridges Ventures 
launches Bridges 
Ventures Fund II,  
its second Sustainable 
Growth Fund. 
It raises £75m 
solely from private 
sector investors – 
substantially more 
than its £50 million 
target.

Bridges wins a 
fundraising award 
at Unquote’s Private 
Equity Awards. 

Launch of The Gym 
Group. 

The Commission on 
Unclaimed Assets 
recommends the 
establishment of a 
social investment 
bank in the UK, 
funded by capital 
in dormant bank 
accounts.

2007

Bridges Ventures 
launches its Social 
Entrepreneurs Fund 
and its Sustainable 
Property Fund.

The Rockefeller 
Foundation 
establishes the Global 
Impact Investing 
Network.

2009

Bridges Ventures sets 
up its Advisory Board 
and launches its first 
public Social Impact 
Report. 

Bridges wins the 
BVCA/Real Deals 
Private Equity Award 
for Fund of the Year.

Parliament passes 
the Dormant 
Bank and Building 
Society Accounts 
Act, supporting the 
establishment of a 
‘Social Investment 
Wholesaler’. 

2008

Bridges Ventures sells 
The Office Group in 
a deal worth £43.3 
million. 

The Ministry of 
Justice and Social 
Finance launch the 
UK’s first Social 
Impact Bond.

2010

Bridges Ventures 
completes first close 
of its CarePlaces 
Fund, a partnership 
with Castleoak Group 
to provide sustainable 
care homes. It also 
completes first close 
of Bridges Ventures 
Fund III, its third 
Sustainable Growth 
Fund, at £72m.

Launch of Big Society 
Capital, the UKs first 
social investment 
bank.

2011

Bridges Ventures 
is founded. It 
raises Bridges 
Ventures Fund I, 
its first Sustainable 
Growth Fund, with 
investments from 
both government and 
private sectors.

Launch of the 
Community 
Development Finance 
Association (cdfa), 
one of the five 
recommendations of 
the Social Investment 
Task Force. 

2002

Bridges Ventures 
publishes a report 
arguing for the 
provision of equity-
like capital for social 
enterprises. 

Introduction of 
Community Interest 
Companies (CICs). 

The first Skoll 
Forum on Social 
Entrepreneurship  
is held in Oxford.

2004

Bridges Ventures 
wins the Investor 
Allstars New Venture 
Capital Fund of the 
Year award.

Launch of  
The Office Group. 

The first Community 
Development 
Finance Institutions 
are accredited 
under Community 
Investment Tax Relief.

2003

Bridges Ventures 
successfully 
completes its first 
exit – from Harlands 
of Hull, achieving 
a highly attractive 
return to investors 
and saving more  
than 50 jobs in a 
deprived community.

UN Secretary General 
Kofi Annan invites 20 
institutional investors 
from 12 countries to 
develop the Principles 
for Responsible 
Investment.

2005 2006

Bridges Ventures 
launches its Impact 
Scorecard, measuring 
the social and 
environmental impact 
its investments 
achieve. 

Sale of Simply Switch 
to the Daily Mail  
and General Trust  
for a strong return  
on investment.

Six Principles 
of Responsible 
Investment, backed 
by the UN, emerge 
from a series of 
meetings with the 
financial sector, 
governments and 
NGOs, civil society 
and academia.

Ten years of growth*

* Past performance is not indicative of future performance.
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Ten years of impact

Underserved Areas

86%*
Portfolio companies in underserved areas:  

Employees living in underserved areas: 

Employees formerly long-term unemployed:  

Economic multiplier effect in underserved areas  

50% 
11% 

4.7x 

Health & Well-Being

First-time gym users: 

High quality new care home beds for the elderly**: 

** Through investments approved to-date

33,027  

452
879
Elderly and vulnerable individuals receiving at-home care: 

Education & Skills

Students enrolled in vocational courses:  

Pupils benefitting from motivational sticker 
program: 

Employees receiving formal on-the-job training: 

5,695

232,912
1,560

Environment

CO2 offsets:  

175,000 

275,000 
TONNES  

TONNES  *

(equivalent to powering the City of Derby for a year)

Tonnes waste avoidance from landfill: 

Care Homes demonstrating environmental 
leadership (Passivhaus or BREEAM Excellent): 

03

* Sustainable Growth Funds
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01

Where there are 
pressing societal 
challenges, there can 
also be rapid growth 
opportunities. Ten 
years ago, most people 
thought that social 
impact and financial 
returns were, at best, 
incompatible, and, 
at worst, mutually 
exclusive. Through our 
investments, we hope to 
have shown that there 
are a variety of social or 
environmental needs 
that create commercial 
opportunities, with 
the potential to 
deliver positive impact 
alongside market, or 
above market, returns. 
For example, in the face 
of rising unemployment, 
we have backed training 
colleges that equip the 
next generation with 
the skills to compete 
globally – an increasingly 
attractive proposition 
for both government 
contractors and private-
pay customers. To 
counteract the effects of 
environmental damage, 
we have backed long-
term solutions such as 
a waste oil re-refinery 
that offers a commercial 
model for offsetting 
more than 80,000 tonnes 
of CO2 per year and 
diverting nearly 25,000 
tonnes of of waste oil 
from being disposed of 
unsustainably. 

02

Impact can be an 
engine of value across 
asset classes. Bridges 
started with the goal 
of using investment to 
address pressing societal 
challenges in the UK. 
Over the last decade 
we have innovated a 
variety of models that 
use investment to drive 
impact. These range 
from growth capital 
for high-impact SMEs, 
to funds for property 
investment in care 
homes, environmental 
leadership in buildings 
and regeneration, to 
flexible funding for 
social enterprises. Most 
recently, we have been 
structuring and investing 
in some of the country’s 
first payment-by-results 
schemes. Different 
asset classes appeal to 
different investor types, 
leveraging more capital 
to help address societal 
issues. As we look to the 
decade ahead, we see 
Bridges as a growing 
platform for innovative 
funding models and 
hope we have inspired 
others to follow suit.

03

The value in value-for-
money. Many of our 
investments over the last 
ten years have been in 
‘consumer champion’ 
companies – businesses 
seeking to provide 
value-for-money for 
underserved customers. 
Getting this right means 
a laser focus on what 
makes a product most 
valuable to consumers, 
and a trimming of what 
does not. For example, 
through our investment 
in The Gym Group, we 
have learned to focus on 
figuring out how much 
we can bring cost down 
while maintaining high 
quality and profitability. 
While its locations 
are highly accessible 
and have best-in-
class equipment, our 
investment in a robust 
IT platform means it 
has significantly cut 
operational spend –  
The Gym does not have 
have any membership or 
administration staff and 
its website generates all 
its reporting. Because of 
that approach, its pay-
as-you-go membership 
can very profitably 
charge as little as £10.99 
per month, with the 
result that over 40% of 
its members had never 
previously been in a 
gym or sports centre. 
At some sites, such as 
Hounslow, that number 
is as high as 57%.

04

Clarifying investment 
selection: the ‘lock-step’ 
and the ‘impact first’. 
As we have innovated 
different fund types with 
different investment 
strategies, we have 
learned how to refine our 
approach for selecting 
the right businesses to 
back. All our investments 
undergo a similar impact 
assessment in terms of 
whether they address 
our core themes and 
whether their impact 
will be additional (in 
the sense of creating 
positive change from the 
status quo). However, 
we then carefully ask 
the question of whether 
the investment’s impact 
and competitive returns 
will go in ‘lock-step’ – in 
other words, that impact 
will automatically scale 
as we make attractive 
financial returns, so that 
we can focus on driving 
commercial success. If 
so, the investment will 
be a good fit for our 
Sustainable Growth 
Funds (or, if in property, 
then for the Bridges 
Property Funds). If, 
instead, we see that 
impact is prioritised 
over fully commercial 
investor returns, 
either because of the 
enterprise’s structure 
or the disadvantaged 
consumers it targets (or 
both), the investment 
will be a fit for our Social 
Entrepreneurs Fund 
under which we are able 
to offer flexible financing 
to suit the enterprise’s 
individual needs.

05

The importance 
of alignment in 
property investing. 
A key challenge of 
investing in properties 
that demonstrate 
environmental 
leadership is to ensure 
that sustainable 
construction methods 
are followed by energy 
efficient operating 
practices by the tenant. 
Through the Bridges 
Property Funds, we have 
learned that one way 
to break through this 
challenge is to partner 
closely with both the 
developer and operator, 
agreeing upfront on 
the ‘win-win’ strategy 
of creating commercial 
and societal value. For 
example, by partnering 
closely with Castleoak 
and Barchester, we have 
agreed that an increased 
spend on environmental 
features will translate 
into lower energy costs 
over time. As a result, 
we have developed 
some of the UK’s most 
environmentally-friendly 
care homes.

Ten years, ten lessons

06

How the structure of 
social enterprises can 
create a competitive 
advantage. Increasingly 
we are learning that a 
healthy economy will 
need a mixed provision 
of care, ranging from 
high-impact commercial 
companies to innovative 
social enterprises to 
public sector services 
and traditional aid – and 
that the boundaries 
between these 
models will continue 
to shift. Through our 
work in the Social 
Entrepreneurs Fund, we 
are learning that there 
are mainstream sectors 
where the structure of 
social enterprise may 
create a competitive 
advantage over 
traditional business. 
For example, delivering 
domiciliary care through 
an employee-ownership 
model can result in a 
more rewarding role for 
employees, leading to 
lower staff attrition and in 
turn higher consistency 
and quality of care; this 
can be more attractive 
to both government 
commissioners and 
end-customers alike. 
Through our investments 
in payment-by-results 
schemes, we are also 
learning how much-
needed risk capital 
can support charities 
and social enterprises 
to become a provider 
of choice for contracts 
structured with results-
based payment 
mechanisms. 

07

Policy as a catalyst 
for change. As an 
anchor investor in 
Bridges’ first fund, the 
UK Government saw 
the potential to help 
prove a high-impact 
innovative investment 
model, bringing the 
private sector to where 
it might not otherwise 
have ventured. Likewise, 
as we launched a pilot 
Social Entrepreneurs 
Fund, the UK Cabinet 
Office was one of our 
founding investors. 
Most recently, we have 
been delighted to see 
Parliament directing 
capital in dormant bank 
accounts to launch 
the UK’s first social 
investment wholesale 
bank, Big Society 
Capital. In all three 
cases, the government’s 
leadership has been 
in recognising the 
opportunity to be a 
first-mover and showing 
others the way, rather 
than in trying to execute 
itself.

08

It’s not just about what 
we do, it’s about how 
we do it. While we select 
companies that will 
inherently create impact 
because of what they do 
(the products or services 
that they provide, or 
the economic growth 
that they generate in 
underserved areas), we 
also focus on how they 
do it. The same goes for 
Bridges itself as a fund 
manager. To manage 
both our own and our 
portfolio companies’ 
behaviour, we track 
environmental, social 
and governance (ESG) 
impacts that signal both 
risks and opportunities 
for value creation – 
ranging from energy 
efficiency to community 
engagement to 
employee training. We 
call these opportunities 
“win-wins” because 
they improve social 
and environmental 
performance in ways that 
also improve commercial 
performance. 

09  

Finding a place in 
conventional investment 
portfolios. Since our 
first fund, backed by 
the government and a 
handful of progressive 
investors, we have seen 
our investor base evolve, 
representing a real 
sea-change in investor 
understanding. Over 
the last two years we 
have doubled our assets 
under management 
and now have a broad 
investor group, ranging 
from banks and pension 
funds, to private 
families and individuals, 
to endowments 
and charities, with 
institutional investors 
having become the 
largest source of capital. 
Beyond demonstrating 
a strong track record, 
we have learned that 
recognising ourselves 
as a specialist thematic 
fund manager, where 
impact is our engine of 
value, is key to winning 
investor confidence and 
to being positioned 
within conventional 
investment portfolios. 

10

A variety of skills,  
a shared vision.  
The Bridges team mixes 
a diverse group: some 
have run businesses, 
large and small, 
some have worked in 
development finance, 
addressing a range 
of societal problems; 
some have been in 
private equity for a long 
time; and some have 
significant experience in 
property and corporate 
finance. We have 
learned that this variety 
of skills, united by values 
and a shared vision, has 
been key to our ability 
to straddle the worlds 
of traditional finance 
and social impact, 
and to encourage 
innovation – in both our 
entrepreneurs and in the 
development of Bridges 
itself as a platform.

These lessons are explained in context throughout the report.
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In a world of finite government and charitable 
resources, the idea behind the creation of 
Bridges was to harness the drivers of capitalism – 
market forces, entrepreneurship and the capital 
markets that support them – to address societal 
challenges and support sustainable growth. 

One obvious question was whether a fund of 
this kind could be an attractive commercial 
investment proposition. Ten years ago, most 
people in the investment community thought 
that social impact and financial returns were, 
at best, incompatible, and, at worst, mutually 
exclusive. Bridges was fortunate to find a group 
of pioneering private investors willing to explore 
whether impact and commercial returns could 
go hand-in-hand. The UK Government saw 
an opportunity to be a catalyst – to bring the 
private sector where it might not have ventured 
and help prove the model – and provided 
£20m of matching investment. Bridges then 
turned to progressive private equity firms and 
entrepreneurs - Apax Partners, 3i, Doughty 
Hanson and Tom Singh – who became our initial 
founders and backers. With invaluable leadership 
and guidance from our founding Chairman, Sir 
Ronald Cohen, we closed our first Fund at £40 
million in May 2002, and set out to discover if it 
was possible to do well financially by doing good 
for society. 

What have we learned? Our first fund, the 
Bridges Sustainable Growth Fund, was to invest 
in businesses located in the most deprived 25% 
of the UK – in businesses which demonstrate 
strong links to their community through

significant local job creation or supply-chain 
spend, or by serving local consumers as a target 
market. By choosing to invest in underserved 
areas, an obvious concern was whether we 
could identify profitable investment and exit 
opportunities, or whether we would find an 
absence of developed business infrastructure 
or limited talent. Over the last ten years 
of investing, however, we have found that 
underserved locations, particularly inner city 
areas, have their own comparative advantages 
– including lower cost structures and a lack of 
competition. 

A few examples: SimplySwitch was a company 
set up to help householders save money on gas 
and electricity bills. With our initial investment 
in 2003, the company moved to a deprived 
area of South London where the cost structure 
was lower. In so doing, the business created 80 
jobs, mostly for women, many of whom were 
from ethnic minority backgrounds. Three years 
later, we were in a position to sell the business 
for a strong return on our investment, showing 
investors the rapid scale-up potential of SMEs. 
Another early investment was in a label printer, 
Harlands of Hull, where we saved 50 jobs in the 
most deprived 2% of the country and ultimately 
sold our stake for a highly attractive return to our 
investors. 

In 2004, Bridges backed The Hoxton Hotel – a 
start-up concept hotel to be built on a piece of 
land being used as a temporary car park in a 
deprived part of Shoreditch in Hackney (an area 
in the most deprived 3% of England). Seeing 
the potential for a flagship hotel to stimulate 

Our Story: Investing for Sustainable Growth

While capitalism creates dynamism, innovation and wealth, it also leaves 
parts of the population behind and can cause environmental damage. 
The founding philosophy of Bridges Ventures was the belief that hands-
on investment could be used to address some of the challenges facing 
our society, as well as drive sustainable growth.

The Gym
Health & Well-being

 
The Gym provides low-cost health and fitness 
facilities in purpose-built gyms which are open  
24 hours a day and located mainly in 
underserved areas. It offers flexible memberships 
from £10.99/month with no annual contract. 

Bridges Ventures incubated this idea from the 
concept stage, hired the management team and 
provided the initial finance for the fit-out of sites, 
starting with Hounslow in 2008.

In the last five years the business has grown 
rapidly, with 32 sites open by the end of 2012.

Challenges 
•	Ageing	population	 
•	Limited	NHS	Budget 
•	Rise	in	chronic	disease	

Impact 
	•	 40%	first-time	users 
•	Pioneer	of	24/7	low-cost,	 
 accessible model

Commercial Results  
•	 	32nd	site	opened	by	the	end	

of 2012
•	85%	topline	growth	in	2011
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Whelan Refining
Environment

 
Whelan Refining is the first and only waste oil 
refining plant in the UK, dedicated to re-refining 
waste oil to produce a range of virgin-grade base 
oil and fuel oil products that are sold back to the 
lubricant industry to produce lubricants.

Bridges invested in 2006 to enable the 
refurbishment and re-commissioning of a 
redundant oil refinery in Stoke-on-Trent, located 
in the most deprived 8% of wards in England. 
Re-engineered to the latest and highest 
technical and environmental standards, the 
plant upcycles waste oil back to a high quality 
re-refined base oil.

Challenges 
•	Need	for	rapid	 
 decarbonisation 
•	Pressure	on	natural	resources	

Impact 
	•	 24,995	tonnes	of	waste	oil	 
 diverted from landfill/being  
 burnt in 2011 
•	Net	saving	of	88,247	tonnes	of	 
 CO2 in 2011

Commercial Results  
•	87%	topline	growth	in	2011 
•	EBITDA	growth	of	75%	in	2011

The Hoxton
Underserved Areas

 
Bridges was instrumental in the transformation  
of a piece of brownfield land being used as a 
car park in Hackney, into a stylish, buzzing hotel 
described by GQ Magazine as one of the “100 
Best Things in the World”.

Bridges backed The Hoxton as a start-up 
concept in 2004 and played a lead role in 
financing its construction and ongoing success. 
The Hoxton has consistently achieved 90% or 
greater occupancy rates for its 208 rooms and 
has won prestigious industry awards such as 
the Best UK Hotel Award at the Guardian and 
Observer Travel Awards three years in a row in 
2009, 2010 and 2011. 

The foundation of The Hoxton played a critical 
part in the regeneration of Shoreditch and 
Hackney, which is in the bottom 3% of deprived 
wards in England. Bridges completed the 
successful exit of the Hoxton in May 2012. 

Challenges 
•	Unemployment	 
•	Low	average	income 
•	Limited	competition	

Impact 
	•	 85%	supplier	spend	in	 
 underserved areas 
•	73%	wage	bill	to	employees	 
 in underserved areas 
•	 	locate	in	most	deprived	3%	 

of England

Commercial Results  
•	95%	average	occupancy	rate 
•	 	Exited	in	May	2012	for	a	highly	

attractive return to investors

Babington Business College
Education & Skills

 
Babington provides apprenticeship training 
funded by the Skills Funding Agency in 
accountancy, business administration, customer 
service and financial advice to learners aged 16 
and above. 

Bridges funded the acquisition of Babington 
from its founders in 2009 and put in place a 
senior management team to modernise systems 
and grow learner numbers. Since then Bridges 
has been active in identifying, structuring and 
securing a bolt-on acquisition.

Babington pioneered the first accountancy 
apprenticeship in the country and the first 
insurance apprenticeship in the North of 
England. In addition, most of the sites from 
which it operates are located in the 25% most 
deprived areas of the country.

Challenges 
•	Skill	shortage 
•	Stagnating	school	performance	 
•	Budget	constraints

Impact 
	•	 154%	growth	in	learners	in	2011 
•	52%	students	from	underserved	 
 areas 
•	239	previously	unemployed	now	 
 in full-time work

Commercial Results  
•	32%	topline	growth	in	2011

economic dynamism in the area, Bridges 
played a lead role in financing its construction 
and ongoing success. By May 2012, we sold 
The Hoxton Hotel for a return of £13.3m to 
Bridges Ventures’ Sustainable Growth Fund I, 
representing a highly attractive return for our 
investors. The hotel played an important part 
in the regeneration of Shoreditch and Hackney, 
with 76% of The Hoxton Hotel staff living in 
underserved areas (to whom nearly 70% of the 
total wage bill accrued) and an 85% supplier-
spend in the local area.

Our focus on underserved areas in our first 
fund led Bridges to an interest in ‘consumer 
champion’ companies – businesses seeking 
to provide value-for-money for underserved 
customers. Getting this right means a sharp 
focus on what makes a product most valuable 
to consumers, and a trimming of what does 
not. For example, in 2007, we incubated and 
launched The Gym Group – an effort to break 
the mould of fixed-contract high cost gyms in the 
UK, which represented the only choice available 
to UK consumers at the time. Instead of asking 
how much we could charge customers at The 
Gym, we have focused on figuring out how 
much we can bring cost down while maintaining 
high quality and profitability. While its locations 
are highly accessible and have best-in-class 
equipment, our investment in a robust IT 
platform means a significant cut in operational 
spend. The Gym doesn’t have any membership 
or administration staff and its website generates 
all its reporting. As a result, its pay-as-you-go 
membership can be as low as £10.99 per month, 
with the result that over 40% of its members had 
never previously been in a gym or sports centre. 
At some sites, such as Hounslow, that number is 
as high as 57%. LESSON 03

In 2006, with a growing understanding of the 
positive impacts of businesses in low-income 
communities, Bridges developed the Bridges 
IMPACT Scorecard, a tool that captures the 
variety of impacts of an investment, allowing 
us not only to better spot ways to support a 
company’s progress but also to report back to 
our investors. By making investment analysis 
multi-faceted, looking at financial and impact 
data side-by-side, we bring to life our approach 
of using an impact-driven investment strategy to 
create superior returns for both society and for 
our investors. 

By 2007, Bridges had moved beyond a good 
idea – we had results. Our initial fund had shown 
us the power of investment to address pressing 
social challenges in the UK, while generating a 
competitive financial return for our investors. It 
was a model that was proving scalable and we 
then reflected on how else investment might be 
applied to societal challenges. During our first 
five years of investing, some key lessons had 
emerged. 

First, we were seeing businesses with the 
potential to create positive social change –  
not just through the economic dynamism they 
create in underserved areas but through the 
products that they sell: educational products 
that incentivise children to learn, or that upskill 
adults who have been out of work; or re-cycling 
technologies that can divert waste from landfill. 
As we raised our second fund, we therefore 
expanded our investment focus. Underserved 
areas remained core to our approach but we 
also included three additional themes: Health 
and Well-being, Education and Skills, and the 
Environment. Based on the results of Fund 
I, Bridges was able to raise its second fund 
purely from private sector investors, including 
pension funds and banks, and Fund II was over-
subscribed at £75 million, substantially more than 
our original £50 million target. 

Through our investments in Fund II, we learned 
that there are a variety of social or environmental 
needs that offer pockets of growth, with the 
potential to deliver positive impact alongside 
market, or above market, returns. In the face 
of rising unemployment, we backed training 
colleges, like Babington Business College and 
New Career Skills, which are equipping the next 
generation with the skills to compete globally 
– an increasingly attractive proposition for 
both government contractors and private-pay 
customers. To counteract the urgent effects of 
environmental damage, we backed long-term 
solutions such as Whelan Ltd., a waste oil re-
refinery that is now offsetting more than 80,000 
tonnes of CO2 per year and diverting nearly 
25,000 tonnes of waste from being disposed of 
unsustainably. LESSON 01

Although our Sustainable Growth Funds 
are focused on providing growth equity for 
SMEs, our focus on underserved, inner city 
areas had brought us to make a number of 
successful investments that had a substantial 
property element. For example, the Hoxton 
had transformed a piece of brownfield land 
used as a temporary car park in Hackney into 
a stylish, buzzy hotel, catalysing significant 
local regeneration effects. Likewise, Bridges 
had created The Office Group, which turned 
underutilised buildings in underserved areas 
into high-quality, environmentally friendly 
offices space for SMEs. At the time of Bridges’ 
exit (August 2010), the sites provided a low-
cost, flexible and supportive base for around 
350 entrepreneurial and fast-growing SMEs 
who themselves have created growth and 
employment in underserved areas. In addition, 
the strong environmental credentials in each 
building, including rainwater harvesting, solar 
panels, recycling programmes, among others, 
had proved a great example of a win-win: cutting 
carbon emissions and waste, while proving to be 
a strong market differentiator.
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With 40-50% of the UK’s carbon footprint 
being caused by its building stock, Bridges 
saw the potential for environmental features to 
significantly reduce carbon emissions,  
while increasing property value over time. 

Through our existing networks, we began to 
develop a pipeline of properties in regeneration 
areas and buildings showing environmental 
leadership. In 2009, we launched a Sustainable 
Property Fund, seeking to make property 
investments that have the potential to make 
strong financial returns as well as deliver social 
and environmental impact. We positioned 
ourselves as sitting alongside skilled joint venture 
partners who have access to niche transactions 
where we can invest together with them using 
our expertise in structuring deals.

A key challenge of investing in properties 
that demonstrate environmental leadership 
is to break through the structural constraints 
of the property sector. While the occupier of 
a building will benefit substantially over time 
from a more environmentally friendly building, 
due to lower energy costs, the developer does 
not see a reward from building above the 
minimum environmental standards required by 
the planning authorities. Through the Bridges 
Property Funds, we have learned that one way to 
break through this challenge is to partner closely 
with both the developer and operator, agreeing 
upfront on a ‘win-win’ strategy. For example, 
by partnering closely with Castleoak and 
Barchester, we have agreed that an increased 
spend on environmental features will translate 
into lower energy costs over time. As a result, 
we have developed some of the UK’s most 
environmentally-friendly care homes. LESSON 05

As with our Sustainable Growth Funds, we have 
found that, by being creative and investing 
in areas that are growing precisely because 
there is an underlying societal need, we have 
been able to spot growth opportunities in 
an otherwise saturated market: our ageing 
population and the growing demand for energy-
efficient buildings have created a growing 
need for environmentally-friendly care homes, 
while an increasing focus on higher education 
is driving demand for high-quality student 
accommodation. 

We have also learned a lot about constructing 
the optimal portfolio for our investors. In order 
to create impact through property, you have to 
do something significant, such as design a new-
build to the highest environmental standards 
or create a building that will catalyse further 
local regeneration. In constructing a balanced 
portfolio for our investors, however, we wanted 
to have a mix of both new property development 
projects and asset management of existing 
buildings. Understanding how we could protect 
jobs or improve environmental management 
through investment in existing building stock 
was therefore a challenge requiring creativity. 
Over time, we have learned that revitalising 
existing building stock in underserved areas 
can protect jobs that would otherwise be lost, 
while certain features of existing building stock 
lend themselves to significant environmental 
improvement. For example, in 2012, we acquired 
25 self-contained office buildings in a prominent 
position next to a motorway, all of which had a 
flat roof ideally suited to solar PV installation. 
At acquisition, we installed solar PV units 
across the entire building, leading to a 56% 
drop in carbon emissions and more than 50% 
reduction in electricity costs for tenants. As a 
result, occupancy of the site increased by 36%, 
demonstrating the attractiveness of cheaper and 
green energy. 

Our Story: Innovating in Sustainable Property 

Leveraging the experience acquired through the work of the 
Sustainable Growth Funds, we began to develop a pipeline 
of properties in regeneration areas and buildings showing 
environmental leadership and, in 2009, we launched our Sustainable 
Property Fund.



23  Bridges Ventures Ten Year Report 22 

Sustainable Care Homes
Health & Well-being/Environment

 
Bridges Sustainable Property Fund has 
completed three highly sustainable care home 
developments in partnership with Castleoak, 
one of the UK’s leading healthcare developers. 
The properties have been developed to provide 
first class facilities to the elderly, with specialist 
provision for dementia patients.

The buildings were developed with a specific 
focus on sustainable design and construction. 
They include some of the UK’s most sustainable 
healthcare developments, constructed to 
BREEAM Excellent standards and using 
Passivhaus building technology. 

Juniper House in Brackley, Northamptonshire, 
is the UK’s first Passivhaus care home providing 
residents with excellent air quality for a 6% 
uplift in design and building costs - which are 
expected to be recouped by energy savings in 
just 8 years.

Challenges 
•	Ageing	population 
	•	Pressure	on	NHS	resources 
	•	 Increasing	demand	for	quality	 
 elderly care 

Impact 
	•	Provides	high	quality	facilities	to	 
 growing numbers of elderly  
 people in need of specialist care

	•	First	Passivhaus-accredited	care	 
 home in the UK (Juniper House,  
 Brackley, Northamptonshire)

Commercial Results  
•	 Increasing	demand	by	operators	 
 for good quality care home  
 properties

Elmbridge Court
Environment

 
At the end of 2011 Bridges acquired 25 self-
contained office buildings at Elmbridge Court, 
Gloucester, located in a prominent position next 
to the A40 motorway.

At acquisition, a number of units were empty but 
a number of new leases were completed quickly 
following the installation of solar PV to all of the 
units and the upgrading of the estate, showing 
strong support from occupiers for cheaper 
energy and environmental improvement.

Challenges 
•	Need	for	rapid	decarbonisation 
•	Buildings	as	high	energy	 
 consumers 

Impact 
	•	Solar	PV	units	in	all	buildings	 
 generating 50% of energy 
•	56%	reduction	in	carbon	 
 footprint relative to baseline

Commercial Results  
•	50%+	energy	cost	savings	for	 
 tenants 
•	 Increased	occupancy	by	35%	 
 since investment

The Curve
Underserved Areas

 
A joint venture between Bridges Sustainable 
Property Fund and Chancerygate Asset 
Management, The Curve is a new development 
comprising a supermarket of 13,000 sq ft, 350 
student rooms and 8 private apartments based in 
Tower Hamlets, an area in the most deprived 1% 
of England.

The development plays to the strengths 
of London as a global centre of further 
education when supply of high quality student 
accommodation remains tight. It includes 
environmental construction initiatives that are 
designed to reduce energy.

Challenges 
•	Unemployment	 
•	Underutilised	property 
•	Scarcity	of	capital	

Impact 
	•	 Located	in	most	deprived	 
 1% of England 
•	60	jobs	on	site	+	11	jobs	 
 off site 
•	Total	economic	impact	 
 of c.£2.7 million p.a.

Commercial Results  
•	350	student	units 
•	 	Nearing	full	occupancy	by	the	

end 2012
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Over our first few years of investing, we came 
across a significant number of very high-impact 
investment propositions that, even if profit-
making, were not profit-maximising for investors.

The investment model of Bridges’ Sustainable 
Growth Funds is a traditional venture capital 
approach in which we buy shares in companies 
and then work with their management teams 
to grow the businesses and make them more 
valuable. 

At the end of the investment period, we do not 
typically get repaid by the companies but instead 
sell our shares by floating the company or, more 
often, by selling it onto someone else. This model 
is not appropriate for enterprises where the social 
mission requires a prioritisation of impact over 
competitive investor returns, whether because of 
the enterprise’s structure (for example, a trading 
charity), its business model (such as a cross-subsidy 
model where all profits are re-invested) or its 
target market (perhaps it focuses exclusively on 
disadvantaged consumers that do not represent 
a commercial growth opportunity). Not only can 
the financial returns from such ‘social enterprises’ 
be lower than their mainstream private sector 
equivalents but the exit route used by venture 
capital funds is also not available: management 
teams are usually not comfortable aiming to sell 
onto another business or issuing shares on an 
ordinary exchange because the social mission 
may be compromised by the new owners’ desire 
to maximise investor returns. 

Recognising that backing these enterprises could 
be another powerful way to use investment to 
address tough societal challenges – and that our 
venture capital skills of hands-on management 
support and tailored financing structures were 
equally applicable to these sorts of social 
enterprises – we launched the Bridges Social 
Entrepreneurs Fund in 2009, as an initiative of the 
Bridges Charitable Trust, backed by a handful 
of progressive foundations, individuals and the 
government, all of whom were willing to forgo 
some financial return on investment return on 
investment in favour of maximum social impac. 
Closing our pilot fund at £11.75 million, we 
therefore set out to experiment with innovative 
financing structures for a range of social 
enterprise models. 

As much as it is important to provide genuine 
risk capital with highly flexible structures, it is 
equally important to demonstrate a sustainable 
funding source for social enterprises, by showing 
that we can re-pay capital to investors with a 
modest return. Over the last three years, we 
have therefore backed a range of social venture 
models with a variety of risk/return structures – 
from early-stage social ventures seeking social 
equity (requiring high risk capital but offering 
a below market return) to established social 
enterprises whose business models, such as 
cross-subsidy schemes or co-operatives, need 
what we increasingly call ‘social mezzanine’ 
financing (lower risk/lower return financing with 
an innovative exit structure that will preserve 
mission). Most recently we have experimented 
with outcome-based investment risk through our 
investments payment-by-results schemes. 

Through our work in the Social Entrepreneurs 
Fund, we are learning that there are mainstream 
sectors where the structure of social enterprise 
may create a competitive advantage over 
traditional business. For example, delivering 
domiciliary care through an employee-ownership 
model can result in a more rewarding role for 
employees, leading to lower staff attrition and 
in turn higher consistency and quality of care; 
this can be more attractive to both government 
commissioners and end-customers alike. 
Through our investments in payment-by-results 
schemes, we are also learning how much-needed 
risk capital can support charities and social 
enterprises to become a provider of choice 
for contracts structured with outcomes-based 
payment mechanisms. LESSON 06

With a deeper understanding of both the 
needs of social enterprises and the drivers of a 
balanced portfolio, we are more excited than 
ever about the potential for social enterprise 
financing to solve pressing societal problems. 

Our Story: Innovating for Social Entrepreneurship 

There are many social and environmental issues where commercially-
investable solutions do not present themselves. With that in mind in 
2009 we launched the Social Entrepreneurs Fund, an initiative of the 
Bridges Charitable Trust, to back social enterprises.
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Community Links
Education & Skills

 
The Links 4Life programme was set up to 
manage contracts with the Department for 
Work and Pensions (DWP) and Community Links 
under the DWP Innovation Fund, a £30 million 
payment-by-results fund targeted at improving 
employment and education for vulnerable young 
people.

Through the programme — delivered by 
Community Links, a charity with 30 years’ 
experience running a wide range of community 
projects — a team of specialist youth workers 
aims to support 740 disadvantaged  
14-19 year-olds in East London over three years 
to achieve improved education, employment 
and training.

Challenges 
•	High	youth	unemployment,	skill	 
 shortage and poor education  
 levels in most deprived parts of  
 England. 
•	Government	does	not	have	 
 funds to invest at-risk in solving  
 the problem 
•	Not	commercially	viable	to	serve	 
 ‘pockets’ of society

Sustainable, Mission-Driven Model  
•	Payment-by-results	model:	It	 
 enables Community Links to raise  
 3-year working capital from risk- 
 taking investors

Commercial Results 
	•	Targets	740	young	people	 
 with the aim to improve school  
 attendance and behaviour,  
 education qualifications and entry  
 to employment 

CASA
Health & Well-being

 
Care & Share Associates (CASA) builds and 
develops employee-owned franchise companies 
to provide domiciliary care to older, disabled and 
vulnerable people. 

Bridges invested £200,000 through a ‘social loan’ 
to strengthen the core business and provide a 
robust platform for future growth.

CASA’s innovative employee-ownership model 
results in a more rewarding role for employees, 
leading to lower staff attrition and in turn higher 
consistency and quality of care.

Challenges 
•	Domiciliary	care	providers	 
 typically operate a low-paid, high  
 churn employee model resulting  
 in lower quality care for service  
 users 

Sustainable, Mission-Driven Model  
•	Employee-ownership	model	 
 enables CASA to benefit from  
 more motivated employees and  
 lower turnover, resulting in better  
 care

Commercial Results 
	•	 879	people	receiving	care 
•	10%	staff	turnover* 
•	78%	of	service-user	visits	 
 undertaken by the same primary   
 or secondary carer

* February to July 2012

HCT
Underserved Areas

 
Founded in 1982, HCT is a community transport 
charity that operates a number of bus contracts 
including London red buses routes, yellow school 
bus routes and Park & Ride services. It reinvests 
its profits to fund transport services for not-for-
profit community groups and those unable to 
use conventional public transport, as well as job 
training services.

 In 2010 the Bridges Social Entrepreneurs Fund 
led a funding round through an innovative ‘social 
loan’ structure that links returns to HCT’s growth 
in turnover and social impact.

Challenges 
•	Lack	of	affordable,	accessible	 
 transport options for socially- 
 excluded individuals 

•	Not	commercially	viable	to	serve	 
 ‘pockets’ of society

Sustainable Mission-Driven Model  
•	Cross-subsidy	model:	Trading	 
 surpluses enable HCT to  
 offer affordable transport for  
 disadvantaged individuals and  
 community/non profit groups

Commercial Results 
	•	 230,213	passenger	trips	provided	 
 for disadvantaged individuals

	•	 66,616	passenger	trips	provided	 
 to community groups
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By 2011, we had grown to three fund types and 
continued to think about developing further 
ways to use investment to address pressing 
social and environmental challenges. Our 
investments through the Sustainable Property 
Fund had taught us that our health and well-
being theme was equally applicable to property 
investing and, having made investments with 
Castleoak, a leading developer in the care sector, 
to promote environmental standards in the care 
home industry, we saw the potential to set up 
a specialist fund focused exclusively on care 
homes for the elderly that would be attractive 
to investors looking for a structured, pre-let, 
income-driven product with very long leases. In 
2012, we therefore closed the CarePlaces Fund, a 
joint venture with Castleoak. 

Through this investment model, we are now 
developing over £50m of new high-quality care 
homes for the sick and elderly. The buildings 
include some of the UK’s most sustainable 
healthcare developments and we were delighted 
to receive the Health Investor’s ‘Property Investor 
of the Year’ award in 2012. 

As our fund range and investor base expands, 
our base of skills and expertise is growing too. 
The Bridges team mixes a diverse group: some 
have run businesses, large and small; some have 
worked in development finance, addressing a 
range of societal problems; some have been 
in private equity for a long time; and some 
have significant experience in property and 
corporate finance. We have learned that this 
variety of skills, united by values and a shared 
vision, has been key to our ability to straddle 
the worlds of traditional finance and social 
impact and to encourage innovation – in both 
our entrepreneurs and in the development 
of Bridges itself as a platform. The Bridges 
team was honoured to receive the Award for 
Excellence at the FT/IFC Finance Awards in  
2012. LESSON 10

Bridges Ventures today 

Today Bridges manages three types of funds and continues to innovate 
new ways of using investment to address pressing social and environmental 
challenges. We have also refined our approach to assessing and measuring 
the impact of the companies we back, looking not only at what they do and 
the services they provide but also at how they do it. 

What we do
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How we do it

Thematic focus

ESG

Our IMPACT Scorecard

Thematic KPIs

ESG Value Creation

ESG Risks

Our IMPACT Scorecard is tailored 
to each portfolio company with 
a focus, above all, on materiality 
and practicality. We select Key 
Performance Indicators (KPIs) that tell 
us whether the company is achieving 
impact through what it sells or where 
it is located (Thematic KPIs), as well 
as through how it is operating (ESG 
factors that signal risks, as well as 
opportunities to create additional 
value). The result is a comprehensive 
IMPACT ‘snapshot’ that allows for 
timely management decisions and 
for Bridges Ventures to identify 
areas where it can provide support. 
Through our scorecard, we are also 
able to report our impact and our 
financial results side by side to our 
investors, in order to present the full 
story in scalable impact.

At the end of 2011, we announced the first 
close of our Bridges Sustainable Growth Fund 
III on equity commitments of £72 million, a sum 
almost equal to the final close of Fund II. The 
first close of Fund III was achieved with the 
support of investors that have backed previous 
Bridges funds and a new investor, the European 
Investment Fund, which joined Fund III as our 
largest investor to-date. This took our funds 
under management to £275m across the three 
fund types. 

Since our first fund, backed by the government 
and a handful of progressive investors, we have 
seen our investor base evolve, representing 
a real sea-change in investor understanding. 
Over the last two years we have doubled our 
assets under management and now have a 
broad investor group, ranging from banks and 
pension funds, to private families and individuals, 
to endowments and charities. Beyond 
demonstrating track record, we have learned that 
recognising ourselves as a specialist thematic 
fund manager, where impact is our engine of 
value, is key to winning investor confidence 
and to being positioned within conventional 
investment portfolios. LESSON 09

Impact analysis
Over the last decade, we have refined our 
impact analysis too. While we tailor our impact 
analysis to each type of fund, certain key impact 
features are common to all our investments. First, 
we look for thematic impact, with a particular 
focus on evidencing the link between the 
outputs of an investment and the target societal 
outcomes. Second, we analyse for additionality; 
in other words, whether the investment will 
create positive change relative to ‘what would 
have happened anyway’. Third, we identify 
environmental, social and governance (ESG) 
factors that signal both risks and opportunities 
for value creation.

While we select companies that will inherently 
create impact because of what they do (the 
products or services that they provide, or 
the economic growth that they generate in 
underserved areas), we also focus on how they 
do it. The same goes for Bridges itself as a fund 
manager. To manage both our own and our 
portfolio companies’ behaviour, we look for 
environmental, social and governance (ESG) 
factors that signal both risks and opportunities 
for value creation – ranging from community 
engagement to energy efficiency to employee 
training. We call these opportunities ‘win-wins’ 
because they improve social and environmental 
performance in ways that also improve business 
performance. LESSON 08

Three main forces drive our approach to impact 
measurement: (1) we focus on tailored, practical 
indicators, which allow us to this better manage 
our investments; (2) we analyse both impact 
returns and impact risks - and we do so at the 
portfolio level as well as the investment level, 
in order to understand the overall impact risk/
returns profile of each fund; and (3) we work 
collaboratively with others, believing that 
consistency and comparability of results are 
key to mainstreaming sustainable  and impact 
investment as an asset class.

Our approach
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Since the underlying investments across all our 
funds have distinct strategies for achieving social 
or environmental impact, we tailor our indicators 
to each investment. These range from the 
tonnes of organic waste diverted from landfill, 
to the number of apprenticeships created for 
the unemployed, to passenger trips provided 
to disadvantaged individuals. At the same time, 
there are certain impact indicators that are 
common across our investments, which we can 
aggregate to tell a big picture firm-level story, 
including: the total number of jobs supported 
by our investments, the total economic 
contribution of our companies in underserved 
areas (a function of their supply-chain spend, 
their employee wages and construction/occupier 
spend), and the total tonnes of carbon offset 
and tonnes of waste avoided. We look at these 
indicators alongside topline and EBITDA growth, 
in order to present the full story of sustainable 
scalable impact.  

As we have innovated different fund types with 
different investment strategies, we have learned 
how to refine our approach for selecting the right 
businesses to back. All our investments undergo 
a similar impact assessment in terms of whether 
they address our core themes and whether their 
impact will be additional (in the sense of creating 
positive change from the status quo). However, 
we then carefully ask the question of whether the 
investment’s impact and competitive returns will 
go in ‘lock-step’ – in other words, that impact 
will automatically scale as we make attractive 
financial returns, so that we can focus on driving 
commercial success. If so, the investment will be 
a good fit for our Sustainable Growth Funds (or, if 
in property, then for the Bridges Property Funds). 
If, instead, we see that impact is prioritised over 
fully commercial investor returns, either because 
of the enterprise’s structure or the disadvantaged 
consumers it targets (or both), the investment will 
be a fit for our Social Entrepreneurs Fund which 
we are able to offer flexible financing to suit the 
enterprise’s individual needs. LESSON 04

Deal origination

Se
le

ct
E

ng
ag

e
Tr

ac
k

Se
le

ct
E

ng
ag

e
Tr

ac
k

Pre-approvals Post-investment

Competitive returns

Deal origination Pre-approvals Post-investment

Select investments where impact and
high growth go hand-in-hand
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The next decade

Looking back at the last decade, we have seen the old dichotomy between 
profit maximisation and philanthropy be replaced by a new paradigm: business 
is increasingly being recognised for its wider social and environmental impacts 
(both positive and negative) – and as a solution-provider to societal challenges 
– while philanthropy is becoming increasingly entrepreneurial. A corresponding 
new spectrum of investment is developing, ranging from high-impact, high-
financial return opportunities (such as game-changing value-for-money models, 
environmental solutions or healthcare innovations) to impact-first social enterprise 
models that can address tough challenges sustainably and at-scale. 

At the same time, the economic downturn has only further revealed the limitations 
of the current market economy and the importance of building social and 
environmental factors into investment decision-making. In the face of austerity 
and a sluggish market, we must not be distracted from continuing to build a new 
kind of capitalism – one based on longer-term thinking, which recognises that 
social and environmental challenges can represent not just societal risks but also 
significant growth opportunities  
for attractive investor returns.

Also critical to these efforts will be the continuation of improvement in impact 
analysis – not only in investment but also in business and philanthropy more 
broadly. We continually push our own efforts in this area, while also looking to 
share our practitioner experience to help build the wider sustainable and impact 
investment market. To that end, we have developed a practitioner-led advisory 
function within Bridges, supporting not only the investor community but also large 
corporates, governments, foundations and academic institutions. 

As we look to the decade ahead, our conviction has never been stronger, and we 
will continue to innovate – both in the UK and further afield. We hope this report 
encourages you to do the same: How best can we all accelerate and expand this 
work over the next decade? How can capitalism better serve society? 

Our Investors
Banks: HSBC, Co-Operative Financial Services, 
Barclays Business Banking, JP Morgan, Deutsche 
Bank, Lloyds TSB Scotland, The Bank of 
Scotland, Citigroup.

Pension Funds: West Midlands Pension Fund, 
South Yorkshire Pensions Authority, Merseyside 
Pension Fund, Universities Superannuation 
Scheme, Railways Pensions Trustee Company 
Ltd, East Riding Pension Fund.

Families & Individuals: Lloyd Dorfman CBE,  
Sir Vernon Ellis, GW Lawson, Dr Mike Lynch OBE, 
Harvey McGrath, Jon Moulton, Richard Oldfield, 
Sir Harry Solomon.

Others: 3i Group, European Investment Fund, 
All Souls College, The Apax Foundation, Comic 
Relief, Community Development Venture 
Capital Alliance, DCD Group, Department for 
Business, Innovation & Skills, Doughty Hanson, 
The Esmée Fairbairn Foundation, John Lyon’s 
Charity, Merton College, NESTA, The Office for 
Civil Society, R&S Cohen Foundation, SHINE, 
Thomson Reuters, Wittington Investments.

Our Network
Weil, Gotshal & Manges

Monitor Group

Freshfields Bruckhaus Deringer

Osborne Clarke

We are very grateful for the support of all the investors that back us 
across our three types of funds and our network, which include:
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