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A HARMONISED APPROACH
1O MEASURING IMPACT

Obviam is a small investor with a big impact. This US$ soom
fund of funds manager, previously integrated within SIFEM,
the Swiss development finance institution (DFI), contributes
to sustainable economic growth by investing in private
equity funds in emerging and frontier markets. It is able to
demonstrate the impact of its investments by systematically
including environmental and social performance indicators
in its investment process.

This case study describes how Obviam approached this
challenge, by developing meaningful due diligence and
reporting indicators which map against clear expectations
of impact and corresponding strategic objectives. It looks
at Obviam’s attempts to facilitate comparability and data
collection by using similar indicators to measure impact as
its peer investors (institutional investors, private investors,
DFls and impact investors). It complements the paper
‘Understanding the impact of your investments — Measuring
environmental and social performance’.

TAKEAWAYS FOR INDIRECT
INVESTORS

= Map impact expectations to strategic objectives,
designing indicators that are aligned with these.

= Engage with peers and industry initiatives to understand
what indicators are commonly tracked and consider the
applicability of these to your strategic objectives. Using
standardised indicators allows for comparability when
selecting and monitoring fund managers, and can result
in cost savings.

= Consider what the trade-off may be between using
indicators that are aligned with your specific investment
objectives and using publicly available standardised
indicators.
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SETTING OBJECTIVES

SIFEM expects Obviam to foster economic growth, reduce
income disparities and facilitate economic integration with
the international community for the countries in which it
invests. SIFEM'’s investment decisions must therefore meet
four guiding principles or strategic objectives:

m  Subsidiarity: providing long-term financing in markets
where it is scarce.

= Leverage: mobilising third-party capital by providing a
‘signalling’ effect to the market through investments.

= Additionality: taking an active approach to investing,
Obviam aims to assist private equity funds it invests in
(especially new investment teams and first-time funds)
to develop and improve according to international best
practice.

= Sustainability: ensuring investments made are both
financially viable and follow ESG best practices.

The indicators Obviam uses to measure the inputs, activities,
outputs and outcomes of its investments are related to
these objectives. See Figure 1 on the next page for example
indicators along the impact chain.


http://www.unpri.org
http://d2m27378y09r06.cloudfront.net/viewer/?file=wp-content/uploads/Understandingtheimpactofyourinvestments.pdf

Figure 1: Examples of indicators in the impact chain. Source: Dalberg, Obviam and PRI research

Improved working Economic growth
conditions, climate Reduced income
friendly growth; disparities

growth of the Economic integration
financial sector as well with the international
as the sector in which community

the SME is active in.

The fund manager The SMEs hire staff
invests in SMEs that and provide products
are active in different and services to the
sectors. community

Obviam provides
capital and assistance
to fund managers.

- Compliance with
international
standards
(sustainability)
Development of
financial sector
(leverage)
Development of
sector SME is active
in (sustainability)

Jobs created
(sustainability)

- Capital invested - Capital invested in Training provided
(subsidiarity) SMEs (subsidiarity) (additionality)

- Assistance provided - Assistance Clients reached
to fund managers provided to SMEs (subsidiarity)
(additionality) (additionality) Mobilisation of

additional capital
(leverage)

USING INDICATORS IN THE outputs and outcomes to set a benchmark against which
the actual outputs and outcomes related to the fund and its
INVESTMENT PROCESS investee companies are measured every two years, which is
These objectives and indicators guide Obviam’s fund used as a basis for engagement. Obviam reports to SIFEM
manager selection, engagement and monitoring activities, annually, using these indicators to aggregate data, which
as well as its reporting to SIFEM. Obviam uses the indicators allows SIFEM to monitor the progress of their investments
to measure the expected outputs and outcomes of the in achieving the expected impacts. Figure 2 below shows
investment at the appraisal stage, helping it to select how the investment journey is tracked.

investments and fund managers. It then uses the expected

Figure 2: Tracking the investment journey. Source: adapted from Obviam
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SELECTING INDICATORS

In selecting indicators, Obviam sought to strike a balance
between using and promoting standardised indicators,
which can save costs and improve comparability of data,
while ensuring that the data collected can still be mapped
against SIFEM’s specific impact expectations. A related
challenge is the trade-off between having indicators that can
be used across different sectors to allow for comparability,
and using more relevant sector-specific indicators.

Since 2005, Obviam has addressed these issues by
adopting a standardised tool, the GPR (Geschaftspolitisches
Rating). This tool was developed by the German DFI DEG
(part of KfW) and is currently used by 15 investors, including
eight European DFIs. The GPR rating tool provides specific
indicators that can be used to track progress in the following
four benchmarks: (1) long-term profitability of the project;
(2) development effects/sustainability; (3) strategic role of
the DFl and (4) return on equity.

Not all of these are relevant to Obviam, given its own
specific strategic objectives. Obviam uses elements of
benchmarks 2 and 3, selecting indicators specific to the
financial services sector such as number of end clients
reached. Certain core indicators such as job creation
(tracking new jobs created and jobs lost at both the fund
and company level) are applied to all investments, to allow
for cross-sector comparability.

Using the GPR tool, Obviam is able to more easily compare
environmental and social outputs and outcomes across

investments, both when selecting new investments and
when reporting on actualised investments to SIFEM (see
Figure 2). The GPR tool has also helped Obviam to save
costs, in two ways. First, it avoided having to develop an
entirely bespoke system in-house. Second, Obviam has
found that data collection from funds that report to two or
more investors that use the GPR has improved as the funds
are more likely to have processes in place to collect the
data and also faced a reduced reporting burden. Currently,
the collection and reporting of data amounts to around one
day’s work per project per year for Obviam.

SCOPE FOR FURTHER
HARMONISATION

A recent independent evaluation? of the development
effects of SIFEM’s investments made recommendations to
SIFEM and Obviam to seek further harmonisation with peers
on indicators and to further adapt its indicators to better
align with the strategic objectives and impact expectations.
In order to strike a balance between these two
recommendations, Obviam will continue to work closely
with its peers to improve its impact reporting. Obviam

is involved in a project with other international finance
institutions and DFIs to agree on a set of core indicators
across different investment sub-sectors. It also supports
the development of the Impact Reporting and Investment
Standards (IRIS)3, a public taxonomy of performance
metrics, and has mapped some of its indicators against this
framework.

2 Dalberg Development Effects of SIFEM’s Investment Interventions. April 2013. http://www.sifem.ch/development-effect/independent-evaluation

3 IRIS iris.thegiin.org

PRI DISCLAIMER

The information contained in this report is meant for the purposes of information only and is not intended to be investment, legal, tax or other advice, nor is it intended to be relied upon
in making an investment or other decision. This report is provided with the understanding that the authors and publishers are not providing advice on legal, economic, investment or other
professional issues and services. PRI Association and the PRI Initiative are not responsible for the content of websites and information resources that may be referenced in the report. The
access provided to these sites or the provision of such information resources does not constitute an endorsement by PRI Association or the PRI Initiative of the information contained
therein. Unless expressly stated otherwise, the opinions, recommendations, findings, interpretations and conclusions expressed in this report are those of the various contributors to the
report and do not necessarily represent the views of PRI Association, the PRI Initiative or the signatories to the Principles for Responsible Investment. The inclusion of company examples
does not in any way constitute an endorsement of these organisations by PRI Association, the PRI Initiative or the signatories to the Principles for Responsible Investment. While we have
endeavoured to ensure that the information contained in this report has been obtained from reliable and up-to-date sources, the changing nature of statistics, laws, rules and regulations
may result in delays, omissions or inaccuracies in information contained in this report. Neither PRI Association nor the PRI Initiative is responsible for any errors or omissions, or for any
decision made or action taken based on information contained in this report or for any loss or damage arising from or caused by such decision or action. All information in this report is
provided “as-is”, with no guarantee of completeness, accuracy, timeliness or of the results obtained from the use of this information, and without warranty of any kind, expressed or implied.
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