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Abstract: In the last ten years, we have witnessed a proliferation of investors claiming blended value
strategies, i.e., pursuing both economic and social returns in their investments. Aside from this rush
for self-selecting in a blended value finance context, we still do not know to what extent the investors’
claims actually reflect investment decisions. Evidence suggests that, in some cases, such investors
tend to maximize the social performance over the financial performance; in some others, the effect
is reverted, but literature currently lacks studies aligning the analysis of the investment decisions
with the investment portfolios. Yet, it is still unclear whether blended value investment decisions are
enacted as a result of investors” deliberate strategies and what influences this relationship. In this
paper we tackle this issue, analyzing the extent to which investors’ finance firms pursuing goals
aligned with their strategic aspirations. Specifically, adopting a Fractional Logistic Regression model,
we test the effect of investors” aspirations toward social impact on the extent to which their investees
(i.e., the portfolio of firms in which they invest) pursue social returns. Results suggest the existence of
a positive and significant investor—portfolio alignment effect (i.e., the higher the investors’ aspirations
toward social impact, the higher the number of investees with higher social aspirations). Yet, this
effect is influenced by contingencies at both investor and portfolio levels. Investors with strong
aspirations toward social impact that: (i) invest in countries with high levels of social inequality, and
(ii) are located in countries that support social progress and maximize, in their portfolios, the presence
of businesses pursuing social impact. We discuss implications for future researchers, policymakers
and practitioners.
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1. Introduction

The concept of social impact—the positive effects on society generated by the outputs
of a given business strategy [1]—has been vigorously debated, stimulating the financial
sphere to increasingly include it in their objectives [2,3]. As common wisdom suggests,
mainstream financial actors (i.e., traditional economically oriented intermediaries) reject the
idea of paying a premium for the generation of social impact, due to temporal misalignment
of goals [4,5]. Traditional investors generally search for short-term economic returns, while
social-impact-based investments need a longer-term perspective. Yet, the link between
social impact and finance is not a modern deviation. For instance, 17th century Quakers
in England were among the first to align their investment with values in which they
believed. In the 19th century, Shaker congregations in the United States of America financed
businesses aligned with their religious values [6]. More recently, 1970s environmental
concerns headed by Rachel Carson’s Silent Spring book aimed at moving investments for
the conservation of the planet harmed by pollution. In different forms, economic and
social impact combined on the global market stage for centuries. Nowadays, finance
and social impact are linked more than ever, but this trend may hide potential threats.
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After the financial crisis started in 2008-2009, and to contrast the shameless greed of
disastrous traditional practices, the financial industry directed its attention toward blended
value [6-8], looking for solutions combining social and economic values, such as impact
investing strategies [9,10].

What we see now is a huge proliferation of actors willing to play a part within the
blended value context. However, the absence of a clear and straightforward cross-cutting
regulation for blended value in the financial market generated fragmented approaches and
intracategory variance among actors self-selecting in the blended value context, posing
high risks of mistrustful and contradictory investment decisions. Thus, despite literature
recently starting to investigate what distinguishes pure social- from pure economically
oriented forms of investors from a strategic standpoint [11,12], we know relatively lit-
tle about the heterogeneity of investors aiming at generating both social and economic
value [13,14], not only in terms of strategies but also in terms of investment decision.
Current literature provided fragmented contributions: some scholars classified investors
by exclusively referring to their declared aspirations to achieve social impact [6,14], while
others focused exclusively on their investment portfolios [15]. In our work, we combine
these two approaches to assess the alignment [16] between what investors declare to be
and where they decide to invest. Accordingly, we analyze investors’ objectives and their
portfolio investment choices in terms of generation of social impact, proposing to address
the following research questions: do investors operating in the context of blended value
finance align their aspirations with their portfolio investment decisions? If yes, what
influences this relationship?

To do this, we theorize around the blended value finance context. We introduce
the concept of aspirations toward the creation of social impact as a specific baseline to
distinguish investors in the blended value finance depending on the extent to which they
are focused on generating social impact. As previously suggested, a peculiarity of our
study is that aspirations toward social impact are assessed under two different perspectives:
the investor and the investment portfolio. Indeed, investors operating in the blended value
finance are, by definition, a specific type of hybrid organization [17] that seeks both social
and economic value creation. At the same time, blended value actors invest in hybrid
organizations that also need to perform socially and economically. Accordingly, we built on
recent scholars’ decisions to analyze organizations’ mission statements for determining the
degree of social aspirations in commercial business models [18]. We infer the aspirations
toward social impact of investors by analyzing their mission statements at the investment
firm level, as a proxy of the disclosed intentionality to achieve social impact [2,8]. Then,
we assess the extent to which their pool of investees aspires to generate social impact. In
doing so, we analyze for each investee its mission statements, to figure out the weight of
socially oriented investments over the total number of investments in the portfolio.

Based on a sample of 75 investors active in the period 2010-2018 [19], we adopted a
Fractional Logistic Regression model to test the alignment between investor aspirations and
the overall aspirations of their respective investees (e.g., Impact Score). Our results show
that the higher the investors” aspirations toward social impact, the higher the number of
firms aspiring to pursue social return in their portfolios. Furthermore, our results suggest
the existence of two boundary conditions for that relationship, operating at portfolio-
(i.e., GINI Index of the portfolio) and investor-level (i.e., Social Progress Index). They
both positively influence the investor-portfolio alignment effect, so that: (i) investors
tend to define a portfolio with more social businesses if investees are located in countries
with higher levels of inequality (i.e., higher levels of GINI Index), and (ii) investors with
stronger social aspirations located in countries with higher social and economic conditions
(i.e., higher levels of Social Progress Index) are those who have more social businesses in
their portfolio.

The paper is structured as follows. Firstly, the next section examines the framework
of blended value and we introduce the concept of aspirations which is at the base of
our strategy. Secondly, we formulate the hypotheses to be tested in the empirical part.
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Subsequently, the methodology is detailed, with focus on data, sample and econometric
strategy. The results are, then, reported before being discussed in a final concluding section.

2. Theoretical Background
2.1. The Framework of Blended Value Finance

In the finance field, value is the outcome generated when investors provide support
and the recipient organizations accomplish their missions [6]. In the mainstream finance,
this value is translated as maximization of economic returns [20-22]. The concept of
blended value redefines the understanding of value as an indivisible integration of three
sources—economic, social and environmental—of returns from investments [4]. Blended
value represents an expanding framework of investments in organizations with focus on
the value that gets created not only in terms of economic returns, but also for the wellbeing
of people, and the conservation of the planet [6]. Literature traditionally identifies impact
investors as those actors more inclined to generate blended value, because they typically
emphasize the condition of positive screens, that is, investors’ search for organizations
that pursue a positive social impact [23]. Impact investors provide financial support to
organizations in order to pursue market-rate financial returns [24], but in addition to these
financial objectives, impact investors seek for a positive social and/or environment impact
of their investment [25,26].

However, literature attempted to better explain blended value in terms of investments’
logics and investors’ rationalities [27], involving a large spectrum of initiatives. Blended
value is reflected in the capabilities to balance outcomes having conflicting economic and
social logics, it and depends on the investors’ sensemaking of means—end calculations,
efficient mechanisms and measurable outcomes to maximize social and financial objec-
tives. Accordingly, investment firms define their blended value proposition depending on
how they shape the balance between social and economic logics, and internally organize
processes, procedures, and actions to generate social impact and financial returns. Never-
theless, although blended value should represent a compass guiding investment strategies,
the boundaries of what is and what is not blended value are hard to define. It is difficult to
provide precise thresholds or rules for balancing social and economic objectives coherently
with a straightforward definition of blended value finance.

For this reason, the finance industry lacks clear guidelines and regulations that help
in distinguishing trustworthy socially oriented approaches while achieving financial re-
turns [24]. Thus, the context of blended value presents loose boundaries, favoring the entry
of heterogeneous actors free to declare the adoption of blended value approaches without
reliable counterfactuals, making the context far from clear.

The result is that actors claiming such strategies are proliferating and are including
also suspicious investment application. What is new in today’s investment context is that,
although investors tend to identify themselves according to a precise logic of value creation,
there is not a clear distinction among investors in terms of which are the target recipients
that reflect their aspirations of value, exposing them to the risk of mistrustful behavior.

Accordingly, we theorize on the fact that the rationality of means-end investors is a
process of self-selection within the blended value framework that is currently given by the
different aspirations of actors to generate social impact, but it requires to be completed
with the understanding of the materialization of such aspirations [27]. As reported in
Figure 1, the self-selection of investors in blended value contexts through their aspirations
of social impact requires a deeper understanding of how blended value is materialized
in the investment portfolios, to assess whether investment strategies are coherent with
the investors’ positioning. To help illustrate the concept, we provide some examples of
investors combining different levels of blended value aspirations and with different levels
of investments materialization.
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Figure 1. The framework of blended value finance. Source: production of authors.

An increasing number of investors from traditional mainstream finance—presenting
low levels of social impact aspirations—are becoming attracted by investees generating
social impact. To give an example, Allbirds is a company that is revolutionizing the shoe
industry through eco-friendly recycled materials. Clearly, Allbirds uses the business to
achieve social impact, being a secure target for impact investing strategies. Nevertheless,
the interesting phenomenon is that Tiger Global Management, a traditional investor whose
mission is the maximization of economic return, invested USD $17.5 million in a Series
B type equity to Allbirds in 2017. In support of this evidence, the famous statements of
Larry Fink, the CEO of Black Rock—the largest asset management in the world—defined
an important step for mainstream finance to increasingly adopt blended value approaches
in their investment decisions. Nowadays, expecting investors that traditionally positioned
themselves at a distance from blended value approaches to adopt impact investing strate-
gies is no longer a heresy, requiring a better understanding of whether and how they are
actually materializing social impact in their portfolio of investments.

It is also common to see investors adopting a moderated positioning with respect
to aspirations to social impact. For example, some private equity and venture capital
investors claim the introduction of Environmental, Social and Governance (ESG) principles
in their investment practices as a way to include in the pipeline of investment opportunities
only the investees that are aware of ESG issues [28]. This investment strategy is generally
labelled as Socially Responsible Investments (SRI) [19], to distinguish it from strategies
of impact investing; SRI strategies generally adopt a finance first approach to screen
investment opportunities, requiring target investees to be compliant to ESG criteria. SRI
tend to minimize the negative effects of business decisions having just “partial” aim to
generate social impact.

On the other hand, investors presenting strong aspiration to generate social impact
usually deliberate a precise and straightforward investment strategy that proposes to
maximize the social impact of their investees [29]. More specifically, impact investors
identify ex-ante impact criteria to drive the pipeline of investments, ensuring that each
of them reflects the intentionality of social impact alongside their business models, the
measurability of the outcomes generated, and the additionality for the context in which the
social impact is enacted [2]. To do this, impact investors develop a theory of change across
their investees, in which a logic model that starts from the activities of the investees should
generate precise and measurable non-financial outputs with short- and long-term impacts
for the society and the environment [1]. Conversely, investors adopting SRI strategies do
not require investees to achieve specific social and environmental targets, but select them
for their ESG compliance [28,30].
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Interestingly, at the same time, those investors whose aspirations are fully oriented
to generate social impact may end up allocating finance to investees whose aim is just
to generate economic value. To make an example, BitGo is the world’s largest processor
of on-chain Bitcoin transactions, whose objective is to provide insurance and protection
services to crypto-investors. In 2014, Capricorn Investment Group, an investor whose
aim is to prove that “It is possible to invest profitably while driving sustainable positive
change”, invested USD $12 million in a Series A type equity to BitGo in 2014. Alongside
Capricorn, Goldman Sachs, an investment bank whose objectives are purely based on
generating economic returns, invested in the company USD $42 million in a Series B type
equity (information extracted from www.crunchbase.com, accessed on 1 April 2021).

Accordingly, the result is a financial industry where different types of actors, guided by
different investment objectives, simultaneously operate within the blended value context,
bringing different perspectives and strategies in their investment decisions. These players
position themselves in the blended value finance framework along a continuum where
their mission differently balances social impact aspirations. At the one end, there are those
actors with higher aspirations to social impact, with secondary consideration on economic
return (e.g., socially oriented investors), while at the other end, there are those players
presenting lower aspirations to social impact mainly moved by financial objectives (e.g.,
economically oriented investors) [6,11,12]. What is missing is connecting the dots between
aspirations and actions. Investors state clearly their strategic self-selection positioning
through their declared aspirations in their mission statements, but the materialization of
coherent investment practices still has to be carefully disentangled.

2.2. The Aspirations toward Social Impact

As the framework of blended value finance raised the importance of a multiple set
of sources of returns on the investments, practitioners and scholars struggled to find a
way to measure the non-financial ones. Quantifying social impact is crucial but is often
subjectively interpreted, a condition that prevents the agreement on methodologies to track,
measure and report [31-35]. Because it cannot be measured through a uniform process, the
framework of blended value is not characterized by a one-size-fits-all approach, and this
downside enabled the proliferation of several interpretation and adoptions. Furthermore,
as previously pointed out, within the blended value setting belong actors who deliberate
strategies that differently generate social impact.

In order to shed a light on the blurred boundaries of blended value finance, we expand
the concept of aspirations toward social impact. In the abstract formulation, we define
aspirations as the extent to which an organization deliberates its overarching objectives of
value creation. In particular, aspiration toward social impact refers to investors” willingness
to create social impact through their activities, enacting the intentionality feature typical
of impact investing strategies [2]. Literature in management often associated aspirations
with the mission of organizations [36,37]: mission and vision statements are exceptionally
helpful for organizing future goals and for defining aspirations of an organization. Aspira-
tions are thus interpreted as the driving forces motivating a collective sense of action that
reflects the purpose for which the organization has been established [37] and a means to
help the sense-making generation within the organization [38]. In line with this approach,
investors’ mission statements represent the means for organizations to set the aspirational
directions through which their future actions are guided [39]. Yet, in the context of finance,
where investors’ actions correspond to investment decisions, the aspirations toward social
impact can (and have to) be assessed not only from the investors’ side, but also from the
perspective of the investees included in their portfolios. In other words, the blended value
finance framework presented in Section 2.1 considers aspirations from both the supply and
the demand side of the financing process. The supply side captures the extent to which
economically oriented investors aspire to generate social impact, as identified in their
mission statements. The demand side reflects the aspirations towards social impact of the
investees’ mission statements (which identify investment portfolio choices). The missing
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link is understanding to what extent supply and demand side are aligned, which is the
objective of this work.

3. Hypothesis
3.1. The Alignment of Aspirations toward Social Impact between Investor and Investees

To gain a more nuanced understanding of how investors generate blended value, it is
critical to investigate the variety of strategic actions that investors may adopt in response
to certain levels of aspiration toward social impact. If an investor’s aspiration is the natural
engine of investment choices, then investors should combine a portfolio of investees in
which their aspiration towards social impact is aligned with their deliberated strategies.

The concept of alignment is strongly relevant within the context of blended value
finance. First, as previously pointed out, aspirations towards social impact can be assessed
at the level of the investor and at the level of portfolio investees. Even though both
types of aspiration fall within the same overall organizational practice (i.e., engagement
in social value creation), investors could put more emphasis on one type than the other,
creating a misalignment between them. Second, actors within the blended value setting
are characterized by declared strategies which emphasize different levels of social impact
generation and which may imply different levels of alignment with the overall portfolio
aspirations. As far as the investors’ side, some missions explicitly state strong aspirations of
generating social impact, combined with the achievement of economic sustainability, such
as in the case of impact investors. Other investors, however, propose to target companies
that primarily answer market needs through commercial activities by either excluding
harmful practices or engaging in responsible practices at project level. Under a portfolio
perspective, a similar heterogeneity in terms of aspirational level toward social impact can
be identified.

Investors could finance hybrid organizations, that is, commercial entities whose
mission is characterized by a social objective [40—44], for which social impact is achieved
through a profitable business model [45]. Profitable investments could also be found
in firms that have a precise commercial objective but engage in project-level socially
responsible practices, such as corporate philanthropy and volunteering. Differently from
hybrid organizations, these entities do not integrate the aspirations to social impact in their
mission statements, but adopt what literature refers as Corporate Social Responsibility
(CSR) as an alternative business strategy that often generates financial benefits [46-50];
in this case, the aspiration of generating social impact is not as strong and central as in
the case of hybrid organizations. Finally, other firms show a clear and straightforward
commercial identity as a way to generate superior economic returns. These entities have no
social aspirations, regardless of either integrating social impact in the commercial objectives
or using CSR strategies. High-tech start-ups are a typical example of firms aspiring for
superior economic returns in this way [51,52].

The distinction between these two levels of analysis allows for a plurality of combina-
tions and may generate different levels of alignment. However, extant literature suggests
the importance of searching for a strong alignment of activities, like in the case of internal
and external corporate socially responsible actions [16]. Alignment creates credibility and
builds legitimacy [53] because it allows an easier recognition of value generated from
actions. Alignment has often been investigated in the literature of organizational cate-
gories [54]. The membership to an organizational category—a socially accepted system of
norms and values—provides rewards to organizations as long as their identity coherently
aligns with such norms and values [55,56]. A recent study by Hawn and Ioannou [16]
also suggests that greater alignment of activities allows organizations to achieve greater
market value. In accordance with these results, we expect that investors whose missions
present higher social-impact aspirations adopt impact investing strategies, targeting hy-
brid organizations, due to a strong similarity and congruence of aspirations toward social
impact. As impact investing strategies aspire to generate social impact through profitable
entrepreneurial ventures, hybrid investees aspire to achieve social impact through busi-
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ness. Thus, the portfolio composition in favor of investees having higher aspirations
to social impact should be greater for investors with higher aspirations to social impact
than for investors with lower aspirations to social impact. For the same reasons, players
pursuing more financially oriented objectives should target companies with a clear and
straightforward commercial identity. Accordingly, we formulate the following hypothesis.

Hypothesis 1. The higher the investors’ aspirations toward social impact, the greater the number
of firms pursuing social impact in the investor’s portfolios.

3.2. The Boundary Conditions: Context Characteristics at the Portfolio and Investor Levels

Literature treating traditional finance and the venture capital industry recognized
the context as an important driver to better understand investment decisions. Traditional
financial investors are strongly interconnected with the context in which they are located
and in which they are investing [57,58]. The context is considered a variable of uncertainty
for financial operations [59] because investments in entrepreneurial ventures typically
target risky industries. Accordingly, investors mitigate uncertainty of the investment risks
by carefully deciding where to direct financial flows to investees and where to establish
their main offices [60-62].

Considering the setting of blended value finance, investors should mitigate the un-
certainty of the investment risk by considering contexts yielding high social returns from
their investees [63], a perspective that within the mainstream finance setting is not consid-
ered. As several researchers indicated, the contexts in which high-tech and entrepreneurial
activities are well-developed are those in which there is potential for maximizing eco-
nomic returns [51], but the preferred contexts for maximizing social returns still have to be
disentangled.

Investors more oriented to the financial returns mitigate the risk of investing in
highly evolving and uncertain industries by adopting proximity strategies [62], targeting a
context in which they have higher control, reduce information asymmetry and benefit from
entrepreneurial advancements [64]. On the other hand, investors with higher aspirations
to social impact should find strong opportunities to generate social impact by investing
in countries where there are higher levels of social inequalities, so that the increased
investment risk of operating in troubled countries is mitigated by possibility to generate
higher marginal social impact. The additionality feature of impact investing suggest that
the more financial actors are impact investors, the more their investees should generate
social value added in the context in which they operate. Literature refers that social
impact aspirations mostly fit where the investments would have been avoided by any
other investor and thus not executed [65]. Moreover, impact investors tend to operate in
contexts where the public sector is inefficient and fail to grant minimum rights and services
to the population [65]. Accordingly, we assert that different levels of social inequality in the
country in which investees are located influence the deliberated strategies of investments
and investment decisions.

Hypothesis 2. The alignment between mission and investments is influenced by the levels of
social inequalities of the investees in the investment portfolio, such that the higher the investors’
aspirations toward social impact, the more investments are located in countries with high levels of
social inequalities.

An additional element generally taken into consideration by the extant literature
on entrepreneurial finance is the context in which the investor is localized, in particular
for what concerns the effects of legal regulation [66], financial vibrance [67] and the en-
trepreneurial texture [20]. As a matter of fact, scholars identified that the most relevant
levers through which a national context affects investors” activities are the degree of law
enforcements for investors” protection and the country’s ease of entrepreneurial incep-
tion [21], leaving mainly unexplained potential effects of social conditions on the country
of the investors [66].
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Few studies attempted to deepen on the social characteristics of the investors” context
to better understand the investment decisions. In their study, [68] show that VC industry
bears the imprinting of both at macro (cultural, and social progresses) and micro (people,
markets, capital and support organizations) level factors, suggesting to further advance
research on the macro side. Nye and Wasserman [69] show that levels of cultural pro-
gresses and basic infrastructures in India and Israel determined the presence of investors
characterized by approaches and outcomes that coherently reflected public development
strategies. These studies suggest that the directions of development achieved by countries
over the years coherently conditioned the investment strategies and decisions of investors.
We assert that, in our context of investigation, the degree of social and environmental devel-
opment in the country in which the investor operates influence the deliberated strategies
of investments and investment decisions. More precisely, we hypothesize that:

Hypothesis 3. The alignment between mission and investments is influenced by the social and
environmental development of the investor’s countries, such that the higher the investors’ aspirations
toward social impact, the more they are located in countries with high levels of social progresses.

4. Data and Method
4.1. Sample Identification

For this study, we build our sample exploiting a list of investors observed by the Global
Impact Investing Network (GIIN). The GIIN is an entity collecting aggregate financial flows
for societal impact and perfectly fits with the purpose of our work: that is, capturing the
mission-investment alignment within the common setting of blended value finance. Up to
2018, the GIIN tracked 226 investors that self-selected as investors pursuing blended
value [70]. For each of them, we checked on CrunchBase all the available financing
rounds completed. Crunchbase is a leading platform for extracting information on public
and private companies, mostly related to the activities of venture capital and private
equity spheres.

In order to have a homogeneous context, not influenced by external conditions, we con-
sider deals completed from 2010 to 2018, to neutralize potential effects of the financial crisis
of the years 2008-2009 on investment decisions. We collected information on 1342 deals
involving 1114 target ventures financed by 75 investors for a total of USD $86.3 billion.
Because of our portfolio approach, we include investors from the list of the GIIN that regis-
tered financing rounds in at least one ventures. The sample of investors is characterized by
37 investors located in the US, and 38 investors located in the rest of the world (see Table 1).

Table 1. Country of origin of investors of our sample.

Country of Origin Frequency Percent Cum
Australia 3 4.00 4.00
Belgium 1 1.33 5.33
Canada 2 2.67 8.00
Finland 1 1.33 9.33
France 3 4.00 13.33

India 6 8.00 21.33

Liechtenstein 1 1.33 22.67
Luxembourg 1 1.33 24.00

Netherlands 5 6.67 30.67
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Table 1. Cont.

Country of Origin Frequency Percent Cum

Singapore 1 1.33 32.00

South Africa 1 1.33 33.33

Spain 2 2.67 36.00

Switzerland 5 6.67 42.67

United Kingdom 6 8.00 50.67
United States 37 49.33 100

Total 75 100.00

4.2. Variables
4.2.1. Dependent Variable

Our dependent variable is a measure of social impact at the portfolio level (Im-
pact_Score), which identifies the extent to which investment portfolios are specialized (or
not) towards investees that aspire towards creating social (and/or environmental) impact.
In order to develop our Impact Score measure, we analyzed the mission statements, the
value proposition and the business operation of each investee in the portfolio. We took
inspiration from a recent paper from Gamble, Parker and Moroz [18], in which the authors
explored the mission statements of organizations to figure out the extent to which social
impact is respectively integrated, partially integrated and not integrated in the business
model. Accordingly, we adopted a content analysis approach for the evaluation of the
mission statements of the investees by checking both Crunchbase- and website-level infor-
mation: the aim of the content analysis was to disentangle the extent to which investees
consider the aspirations to generate social impact in their business models. Thus, we cate-
gorized mission statements into three categories: full aspirations to social impact, partial
aspirations to social impact and no aspirations to social impact.

First, social ventures with aspirations to social impact are those entities whose business
model is exploiting a business activity to achieve a societal objective integrating social
aims in their commercial operations [71], such as B Corps or Social Enterprises. They are
recognized as hybrid organizations by management literature [40] as they represent entities
that combine conflicting multiple identities (i.e., social and for profit). Within our reasoning,
hybrid ventures portray for-profit investees that aspire towards generating social impact.

Second, ventures which engage in Corporate Social Responsibility (CSR) initiatives—
such as corporate philanthropy, corporate volunteering or social marketing campaigns—are
entities with pure commercial objective that adopt responsible practices. For our reasoning,
these ventures do not integrate social objectives in their business activities but engage in
socially responsible practices that may support commercially driven objectives, with partial
aspiration towards generating social impact. Within the measurement of the Impact Score,
the ventures with full aspiration towards generating social impact are weighted more (1
point) than ventures with partial aspiration towards generating social impact (0.5 points).

Finally, investors may decide to allocate resources to ventures that do not aspire
towards generating social impact. These ventures have a straightforward commercial
objective regardless of engaging with responsible practices. Within the reasoning of the
Impact Score, these ventures are weighted zero in terms of social impact. From a portfolio
perspective, the more an investor allocates resources to an increased number of ventures
that aspire to generate social impact [72,73], the closer the Impact Score will be to one.
Conversely, the more an investor allocates resources to an increased number of ventures
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generating no impact, the more the Impact Score will be close to zero. Summarizing, the
impact score is assessed as:

n of investments with full aspiration to social impact, «1
n of investments in portfolio,
n of investments with partial aspiration to social impact, % 0.5
n of investments in portfolio, .
n of investments with no social impact, %< 0
n of investments in portfolio,

Impact Score, =

_|_
_|_

The construction of the variable followed a two-step codification for the assessment
of 1114 ventures in the portfolio of investors: in the first step, one of the authors and
one independent researcher expert in the field of social impact simultaneously skimmed
through investees” webpage and Crunchbase’s page, coding them according to the level
of aspiration towards social impact disclosed. Then, following Bolzani et al. [74], in the
second step, the full team of authors addressed disagreements by revising on a common
code first-step preliminary codings.

4.2.2. Independent Variable

Our independent variable defines a scale determining the extent to which each investor
presents aspirations towards social impact in their mission statements (impact_investor_scale).
When available, we also checked the vision and value proposition statements. The scale
ranges from 0 to 10. The value of 0 defines investors purely oriented towards economic
returns (score of 0), thus having no aspirations to social impact. The value of 10 refers to
investors purely oriented towards generating social impact, thus having strong aspirations
to social objectives. In agreement with Bugg-levine and Emerson [6], investors with
aspirations to social objectives tend to be those closer to the definition of impact investors,
whose mission statements explicitly refer to the achievement of social impact. For a more
robust approach, we cross-checked investors” mission statements on their websites and
controlled for possible mission drifts along their lifetime.

“We invest in ambitious founders using technology to tackle big social and environmental
problems that aim to radically improve millions of lives.”—Bethnal Green Ventures
their mission statement in 2019.

We identify investors having no aspirations to social impact as those whose mission
is to maximize economic returns by strategically investing in specific industries and/or
geographical locations regardless of the generation of social impact [70].

“Fledge Capital provides capital solutions to companies with robust business models,
exceptional management teams, potential for growth and which are profitable (with profits
exceeding R20-million)”—Fledge Capital mission statement in 2019.

The more the score increases, the more investors are inclined to achieve social ob-
jectives through their investment actions. The coding approached followed the two-step
procedure as for the dependent variable (see Section 4.2.1).

4.2.3. Moderators

The variables representing our boundary conditions are the standardized measure
of the average GINI index (Countres” GINI index was extracted for one year (2010) from
the World Bank website.) of the portfolio of investees (GINI_portfolio) and the SPI (Social
Progress Index) level (SPI_investor) of the investors’ countries (Countries” SPI was extracted
from socialprogress.org, accessed on 1 April 2021).

The GINI index tracks the level of social inequalities in a country, using a score
measuring the distribution of richness within countries. It is a measure that makes wel-
fare comparisons through the evaluation of income distributions, evidencing the general
conditions of the opportunities that could arise in a specific country.

The social progress of countries is tracked by the Social Progress Index (SPI), which
measures the extent to which countries provide for the social needs of their citizens. It is
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Impact_Score =

based on three dimensions: basic human needs, foundations of wellbeing and opportunity.
These dimensions incorporate information on 52 indicators. The index is published by
the non-profit Social Progress Imperative, and is based on the studies of Amartya Sen,
Douglass North and Joseph Stiglitz. Other studies have exploited the SPI Social Progress
Index to best differentiate countries’ social performances [75].

4.2.4. Control Variables

We include a variety of control variables to minimize the effect of omitted variable
bias and improve the specification of our model. For our approach, control variables are
meant to deepen the understanding of the mission—portfolio alignment. First, we include
the technological intensity of the investees in the portfolio (technology_intensity) obtained
from the industrial categorization provided by Crunchbase. The variable ranges from 0 to
1 and indicates the weight of high-tech investees on the total number of investees in the
portfolio. Traditionally, investment firms are attracted by the economic returns achievable
by investing in ventures with high technological potential (Hall and Lerner 2010).

We also include a set of control variables from the investor side: the geographical
location (US_investor), the size (portfolio_size) and the number of positive exits (exits)—
IPOs, M&As, buy-outs—obtained from investments made in the time span of 2010-2018.

4.2.5. Econometric Specifications

As the Impact Score is a continuous variable ranging from 0 to 1, we adopt a Fractional
Logistic Regression model. For variables bounded between 0 and 1, literature suggests
a regression model that avoids misspecification and dubious statistical validity other
than capturing particular nonlinear relationships typical of outcome variables ranging
between 0 and 1. Papke and Wooldridge [76] synthetize the econometric methodologies
on the generalized linear models (GLM) and on the quasi-likelihood literature in order to
develop more robust estimations in case of fractional response outcomes. Simple linear
methodologies such as Ordinary Least Squared (OLS) regressions are not flexible enough
to guarantee that predicted variables lie in the unit interval.

o + Bqimpact_investor_scale + 3,GINI_portfolio + 33SPI_investor + P exits
+Bsportfolio_size + 3gtechnology_intensity + f,us_investor + ¢

5. Analyses
5.1. Descriptive Statistics

As reported in Table 2, the distribution of the Impact Score of our sample has a
median of 0.6 and a mean of 0.59. Out of the investment portfolios, 61% are in the range
between 0.5 and 1 regarding their Impact Score. Interestingly, investors whose portfolio
is completely specialized towards investees that aspire towards generating social impact
(Impact Score = 1) are only 3, while those completely specialized towards no impact (Impact
Score = 0) are only 4. These data evidence that around 90% of all the investors in the sample
include, in some way, social impact in their portfolios. The average value of GINI Index
within our sample is 38.8. Low levels of GINI index (20/30) indicate countries with low
levels of social inequality, while high levels of GINI index (50/60) indicate countries
with high levels of social inequality. The average SPI index is 83.2, a value higher than
the population score of SPI (63.4) (Data extracted from the official website of the SPI
(socialprogress.org), accessed on 1 April 2021).

Interestingly, the mean for technology_intensity (0.36) and its standard deviation (0.25)
indicate that portfolios are structured with generally low levels of technological intensity
somehow contrasting the common wisdom of venture capital and private equity targets.
The average portfolio size is 15 companies.
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Table 2. Descriptive statistics.
Variable Obs Mean Std. Dev. Min Max
Impact_Score 75 0.59 0.25 0 1
Impact_Investor_scale 75 5.96 2.88 0 10
Gini_portfolio 75 =0 ~1 —2.98 451
Spi_investor 75 83.15 8.41 56.57 89.08
Exits 75 3.38 6.37 0 33
Portfolio_size 75 14.84 19.46 1 130
Technology_intensity 75 0.36 0.25 0 1
US_investor 75 0.49 0.50 0 1

Table 3 shows the matrix of correlations. Notably, our measure of impact score is
positively correlated with the variable impact investor scale (0.3760), and US investors
tend to have a larger portfolio size (0.2743). All remaining correlations were generally
acceptable. The levels of correlation of the variables are generally lower than the critical
threshold of 0.7 [77], which signals potential collinearity issues. We conducted additional
checks for multicollinearity through the Variance Influence Factor (VIF). Since VIF values
are smaller than 0.5, our variables do not evidence concerns [78], thus we can consider the
model not biased by collinearity issues (see Table 4).

Table 3. Matrix of correlations.

Impact_Investor_Scale Gini_Portfolio SPI_Investor Exits Portfolio_Size Technology_Intensity US_Investor Impact_Score
invelzszcl))ra_cstcale 1.00
Gini_portfolio —0.0732 1.00
SPI_investor —0.0870 0.1815 1.00
Exits —0.3921* 0.0263 0.0620 1.00
Portfolio_size —0.0985 —0.0044 0.0412 0.6422 * 1.00
Technology_intensity —0.0287 0.0066 0.2021 0.1689 0.1015 1.00
US_investor —0.0919 0.2263 0.1157 0.2588 * 0.2743 * 0.0586 1.00
Impact_score 0.3760 * —0.1273 0.1276 —0.1166 0.0944 —0.2323 0.3364 1.00

* Correlations are significant at 0.01.

Table 4. Multicollinearity test.

VIF Tolerance
Exits 2.09 0.4774
Portfolio_size 1.73 0.5797
Impact_investor_scale 1.26 0.7918
Us_investor 1.26 0.7954
Technology_inensity 1.13 0.8831
GINI_portfolio 1.18 0.8498
Spi_investor 1.08 0.9247

Mean VIF 1.39

5.2. Regression Results

Table 5 shows the results of our regression analyses conducted with STATA. Model 1
examines the main effect of the aspiration towards social impact of the investors’ deliber-
ated strategies on the Impact Score of their investment portfolios. The coefficient of the
main effect is positive and statistically significant (p < 0.001): the level of Impact Score is
higher for investors whose missions have higher aspirations towards social impact. These
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results demonstrate that the investors whose mission is social-impact-oriented tend to
invest in ventures that aspire to social impact. Thus, we find support for our Hypothesis 1.
This first result highlights a general alignment between the mission and the investment
strategy of investors.

Table 5. Models of regressions.

Impact_Score Model 1 Model 2 Model 3 Model 4
Main independent variables
Impact investor scale 0.0745 *** 0.0737 *** —0.320* —0.289
pact - (0.0268) (0.0272) (0.164) (0.188)
Gini portfolio —0.123 —0.318 ** —0.120 —0.310*
-P (0.0953) (0.158) (0.0934) (0.159)
SPI investor 0.00102 0.000208 —0.0295 ** —0.0279 *
- (0.00640) (0.00595) (0.0148) (0.0164)
Exits —0.0245* —0.0238 * —0.0224 —0.0219
(0.0149) (0.0138) (0.0152) (0.0142)
Portfolio size 0.00610 0.00638 * 0.00534 0.00567
- (0.00393) (0.00375) (0.00389) (0.00373)
. . —0.353 —0.399 —0.375 —0.417
Technology_intensity (0.295) (0.291) (0.296) (0.290)
US investor 0.688 *** 0.616 *** 0.678 *** 0.611 ***
- (0.153) (0.153) (0.151) (0.152)
Impact_investor_scale x 0.0452 * 0.0437 *
Gini_portfolio (0.0260) (0.0263)
Impact_investor_scale x 0.00467 ** 0.00430 *
SPI_investor (0.00215) (0.00240)
Constant —0.481 —0.357 2.115* 2.030
(0.485) (0.450) (1.130) (1.277)
Model diagnostics
Loglikelihood —46.77 —46.51 —46.65 —46.41
Chi-squared 0.00 0.00 0.00 0.00
Pseudo R2 0.0741 0.0794 0.0766 0.0815
Number of observations 75 75 75 75

Standard error in parentheses, * p < 0.1, ** p < 0.05, *** p < 0.01.

As per the control variables, we also find significant relationships between the exit
strategies of firms and the Impact_Score (p < 0.1), but in a negative direction, suggesting
that portfolios with a strong aspiration towards social impact register fewer possibilities
to obtain a positive exit. This is an interesting result, confirming the fact that impact
investors tend to operate with more patient capital (Miller and Wesley 2010). Furthermore,
a strong positive statistically significant relationship is evidenced between the US location
of investors and the Impact Score (p < 0.001), suggesting that investors more inclined to
invest in social businesses are located in the US, where the VC market is more developed.

In Models 2 and 3, we investigate the effect of the interactions between the characteris-
tics of the portfolio (GINI index of the investees) and the context of the investor (SPI) with
mission-investment alignments. The interaction between investors’ aspirations toward
social impact and the GINI index of the investees is positive and statistically significant
(p < 0.1): this result confirms that an investment portfolio whose investees are located in
countries with high levels of social inequalities influences the mission-investment align-
ment. Thus, we find support for our Hypothesis 2. More specifically, for investors with
higher aspirations towards social impact, investees tend to be located in countries with
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higher levels of inequalities. As for our control variables, in Model 2 we also find statisti-
cally significant relationship between the size of the investment portfolio and the impact
score (p < 0.1), meaning that investors with a larger portfolio of investments tend to be
those that invest the most in ventures with higher aspirations towards social impact.

The interaction between investors’ aspirations toward social impact and the SPI of
the country in which the investor is located is shown in Model 3. Its effect is positive and
statistically significant (p < 0.05): this result confirms that investors with higher aspirations
towards social impact located in socially and environmentally developed countries tend to
invest more in ventures with social objectives. More specifically, the mission-investments
alignment depends on the social progress of the country in which the investor is located.
Thus, we find support for our Hypothesis 3.

In order to better interpret these results, we plot the predicted value of the Impact
Score across the whole range of the aspirations towards social impact for high and low
levels of the GINI and SPI indexes (one standard deviation above and below their means).
Figures 2 and 3 exhibits the two plots.

0.7 0.8
|

Impact Score
0.6

0.4

1 2 3 4 5 6 7 8 9 10
Aspiration to social impact

—&—— Low GINI
---@--- High GINI

Figure 2. Plots of the predicted value from Model 2. Source: STATA.
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Figure 3. Plots of the predicted value from Model 3. Source: STATA.
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In Figure 2 we report the predicted value of the aspirations towards social impact for
a range of levels of the standardized GINI index of the portfolio of investees (between one
standard deviation above and below the mean). We assessed the marginal effect of the
aspirations towards social impact at the investor level on the aspirations towards social
impact the portfolio level as positive and statistically significant for levels of the GINI index
greater than —0.2 (the variable ranges from —2.9 to 4.5) and increasing as the levels of GINI
of the portfolio increases. This means that for very low levels of the GINI of the investees,
the social aspiration towards social impact of the investor is not aligned with the social
aspiration of the portfolio.

In Figure 3 we report the predicted value of the aspirations towards social impact for a
range of levels of the SPI of the investor’s country (between one standard deviation above
and below the mean). We assessed that the marginal effect of the aspirations towards social
impact at the investor level on the aspirations towards social impact on the portfolio level
was positive and statistically significant for level of the SPI higher than 77 (the variable
ranges from 56 to 89). This means that for very low levels of the SPI of the investor’s
country, the social aspiration towards social impact of the investor is not aligned with the
social aspiration of the portfolio.

6. Robustness Check

We conducted additional analyses to improve the robustness of our econometric
model.

First, considering the relevant portion of US-based investors—the distribution of the
variable US_investors evidence that 49% of the observations concern investors localized in
the US—we tested our hypothesis on a sample considering only non-US-based investors
(39 observations). In Table 6, we report the regression analysis, showing that the main
effect and our boundary conditions are statistically significant, confirming our structure of
hypothesis also in the restricted sample of non-US-based investors.

Table 6. Models of regressions for the non-US-based investors.

Impact Score Model 1 Model 2 Model 3 Model 4
Main independent variables
Impact_investor_scale 0.135 *** 0.156 **** —0.335 ** —0.205
(0.0497) (0.0464) (0.137) (0.165)
Gini_portfolio —0.0269 —0.377 ** —0.0218 —0.356 *
(0.104) (0.177) (0.101) (0.182)
SPI_investor —0.00407 —0.00410 —0.0409 *** —0.0322 **
(0.00678) (0.00616) (0.0144) (0.0154)
Exits 0.0436 0.0268 0.0537 0.0355
(0.0492) (0.0446) (0.0513) (0.0471)
Portfolio_size 0.00741 0.00930 * 0.00544 0.00770
(0.00699) (0.00547) (0.00654) (0.00560)
Technology_intensity —0.0379 —0.203 —0.0585 —-0.211
(0.320) (0.335) (0.324) (0.332)
Impact_investor_scale x Gini_portfolio 0.0838 ** 0.0790 **
(0.0365) (0.0374)
Impact_investor_scale x SPI_investor 0.00559 *** 0.00428 *
(0.00215) (0.00233)
Constant —0.662 —0.642 2.453 #** 1.737*
(0.592) (0.513) (0.893) (1.007)
Model diagnostics
Loglikelihood 10.23 19.37 20.84 24.33
Chi-squared 0.1154 0.0222 0.0134 0.0184
Pseudo R2 0.0514 0.0718 0.0579 0.0755
Number of observations 38 38 38 38

Standard errors in parentheses, * p < 0.10, ** p < 0.05, *** p < 0.01, ** p < 0.001.
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To give further evidence for the reliability of the sample, we conducted the Mann—
Whitney test to assess whether US-based and non-US-based investors are two significantly
different groups. The results presented in Table 7 show that we cannot reject the null
hypothesis that the groups are equal, confirming that our main sample of observation does
not suffer from US-based biases.

Table 7. Mann-Whitney test.

US_Investor Observations Rank Sum Expected
0 38 1525.5 1501.5
1 37 1400.5 1424.5
Combined 75 2926 2926

Ho: Impact_investor_scale Us_investor = 0 = Impact_investor_scale Us_investor = 1. Prob > [z| =0.7992.

7. Discussion

In this paper, we refer to the concept of aspiration toward social impact generation
to investigate, through a portfolio perspective, whether the deliberated strategies of in-
vestors operating in the setting of blended value align with their investment decisions.
We evidenced that investors declaring higher aspirations towards social impact are those
whose portfolio of investees present higher aspirations towards social impact, confirming
positive and significant mission—portfolio alignment. Moreover, this effect is positively
influenced by the context at the portfolio and at the investor level, so that investment
portfolios whose investees are located in countries with high levels of social inequalities
influence the mission-investment alignment, and investors with higher aspirations towards
social impact located in socially and environmentally developed countries tend to invest
more in ventures with social objectives.

The paper shed a light on the setting of blended value through the development of the
measure of Impact Score. We built on extant literature attempts to identify comprehensive
measures to determine social impact integration in finance-oriented firms [18]. Our mea-
sure, looking at investment portfolio composition, helped us in clarifying the approach
of actors operating in blended value finance, demonstrating that investors’ objectives are
aligned with investments they make. As a matter of fact, the proliferation of actors purely
economically oriented are still far from actually characterizing their portfolio of investments
in social businesses, even though the resonance of sporadic investments in social impact
may have biased public opinion on a possible revolution of the finance industry. In addi-
tion to the development of a comprehensive measure that help assessing blended value
strategies, the conceptual mechanisms that consider the alignment between aspirations of
social impact and their materialization within the investment portfolio contribute to better
define the boundaries of impact investing. The issue of alignment (or misalignment) is
particularly salient in blended value finance given that an increasing number of actors are
worldwide making ex-ante prosocial claims without properly accounting for their ex-post
investment decisions [19]. In their review of impact investing literature, Hochstadter and
Scheck [14] stressed future researchers to increasingly include the role and characteristics of
investees to better understand the impact investing industry. In our work, we adopted the
concept of aspirations, and we defined the various organizational requirements of impact
investees to measure the alignment between the overall impact of investees and investors.

We contributed to the literature that treats the alignment between intentions and
actions, highlighting that the context in which the investor and the investees are located
have effects on such an alignment. These results contribute to the literature in impact
investing by addressing current gaps related to the effects of the context for explaining
the financial flows for social impact: current research on impact investing generally fo-
cused on explaining the progresses of the global impact investment community, analyzing
specific sectors, such as agriculture, but not considering context-specific features of the
geographical localization of financial flows [73,74]. Accordingly, the paper offers indi-
cations of the additionality of impact investing strategies: as additionality suggests that
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impact creation should be localized in contexts where impact investors can make the differ-
ence [2], our results confirm that investors with higher social aspirations tend to localize
their interventions in countries with higher social inequalities. Interestingly, investors with
higher social aspirations tend to look for additionality regardless of their proximity with
the investees: from our results, the same investors tend to be located in countries that
are mostly developed, signaling a coherent additionality approach for their investment
strategies. To the best of our knowledge, this is the first attempt to make a quantitative
investigation with respect to the additionality objectives for impact investing.

Moreover, this paper offers a contribution to the conceptual schema of social invest-
ment provided by Nicholls [27]. Our findings help to shed a light on the dynamics for
which certain means-end rational approaches reflect an alignment between aspirations and
investment decisions, making a step ahead for a better understanding of where impact
investors operate and where they tend to be localized.

This work is not without limitations. We acknowledge that the sampling technique
generated observation losses that pose doubts on the generalization of results. Future
research attempts may be willing to adopt alternative data sources for the replication of
the analysis in a different sample of blended value investors. We are aware of potential
endogeneity inquiries for our econometric model. Currently, our interest in investigat-
ing the relationship between the dependent variable—Impact Score, measuring the level
of social aspirations of the portfolio—and the main independent variable—Impact In-
vestor Scale, as a proxy of social impact aspirations for investors’ missions—is motivated
by the phenomenon-driven proliferation of investors claiming blended value strategies,
for which the field lacks relevant knowledge. Additional tests for endogeneity such as
the introduction of instrumental variables or the Heckman procedures may be further
developed.

8. Conclusions

This paper opens up future research opportunities to explore further determinants for
mission—portfolio alignment, such as the performance of the investors and investees, the
reputation, the expertise of the investors, and syndications. Researchers may exploit the
concept of alignment under a different level of analysis, investigating how the structure of
the governance, or the set of inter-organizational alliances are respectively aligned with
the deliberated strategies. Then, the paper leaves open questions for further exploitation,
such as: what are the payoffs of having high aspirations towards social impact? What are
the antecedents of having higher aspirations towards social impact? Why do investors
differently aspire to social impact?

Finally, the paper offers insights for policy makers and practitioners. The blended
value finance framework can support policy makers to identify an overarching mechanism
for assessing the reliability of investors’ positioning with respect to blended value. Even
though investors in Europe will benefit from the Sustainable Finance Disclosure Regu-
lation (SFDR) 2019/2088, the rush for joining the sustainability bandwagon will involve
an increasingly greater number of factors, raising the risks of greenwashing. In addition,
the financial industry is globalized and lacks a top-down mechanism for setting straight-
forward, cross-cutting boundaries for blended value finance. Our framework of blended
value finance builds on the aspirations of both the supply and demand sides for assessing
the coherence between investors” decisions and their investment portfolios, providing a
solution for raising the barriers of entry.

Our arguments offer a better understanding of the extent to which investors operate
ethically: as a matter of fact, assessing the alignment of objectives and actions in terms of
social aspirations contributes to revealing the professional honesty of financial actors, a
necessary condition in an era in which the concept of social impact is spreading across the
whole financial industry.
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