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Abstract:

This study focuses on the effects of impact investing, as a subset of socially responsible high-risk
investing, on job creation. The research investigates the emerging market of the Republic of Serbia
during the period 2007-2013 by tracking six companies, financed by impact investments, represent-
ing the entire population. The results indicate that during the period of rising unemployment in the
country, the interventional group, consisting of the companies receiving the impact investments,
created, on average, 15% of new jobs per year, while the non-interventional group, consisting of the
companies not receiving the impact investments, lost, on average, 14% of existing jobs annually. To
the best of our knowledge, this study is the first to focus on impact investing and job creation, and
it indicates that this type of high-risk investing could be used to deal with major social challenges
in the contemporary business environment, such as unemployment.
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INTRODUCTION

What is the effect of impact investing on employment in the contemporary business
environment? Are new jobs created in enterprises financed by impact investors? The
purpose of this study is to answer these questions by analyzing impact investments, a
special form of socially responsible high-risk investments, in the emerging market of
the Republic of Serbia during 2007-2013.

Over the past decade, socially responsible investing (SRI) has grown substantially
(Leite & Cortez, 2013; Reneeboog et al., 2008), and has received considerable attention
from academia (Leite & Cortez, 2015; Nofsinger & Varma, 2014; Ballestero et al., 2012;
Renneboog et al., 2008). Although SRI has been analyzed from different perspectives,
its special form, impact investing, has not been explored to that extent. According to
the Global Impact Investing Network (GIIN), impact investors, also known as social
financers, social impact investors, blended value investors, or impact financers (Maxi-
milian, 2013), are financiers that invest in organizations and companies with the aim
to generate social and environmental benefits, along with financial returns. Unlike
SRI investors, who would not sacrifice the optimal financial returns to pursue social
and ethical objectives (Reneeboog et al., 2008), impact investors, by definition, would
do so. While SRI investors would only avoid certain industries, perceived to be “ir-
responsible” (Dam & Heijdra, 2011), such as alcohol, tobacco, arms production, and
gambling, impact investors would utilize capital in order to help societies deal with
their major social challenges, such as energy efficiency, healthcare, asset accumula-
tion, and job creation (Donohoe et al., 2010). Because of that, impact investing capital,
as well as private capital in general, has been playing an increasing role in the areas
where governments have limited financial support, such as in the case of public hous-
ing (Phibbs, 2012), clean energy sources, and unemployment. Impact investors have
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a “taste for assets” in its purest sense, as suggested by Fama
and French (2007). Impact investors include philanthropic
investors, angel and early stage investors, professional in-
vestors, and private sector corporate partnerships, and they
utilize different forms of impact investment capital, includ-
ing grants, debt capital, shareholder capital, and mezzanine/
convertible debt capital (Maximilian, 2013). Although the
global impact-investing market is estimated to reach any-
where from about $500 billion (Rangan et al., 2011) to about
$1 trillion (Maximilian, 2013) by 2020, while the intergen-
eration wealth transfer dedicated to venture philanthropy is
estimated to reach $6 trillion just in the U.S. (Grossman et
al., 2013), the impact investing industry, as well as the effects
of impact investing on employment, have not been explored
in the academic literature. To the best of our knowledge, this
study is the first to focus on impact investing and job crea-
tion in the contemporary business environment.

During the observed period, the Serbian economy was
characterized by a high level of inflation, high trade deficit,
rising public debt, and high unemployment rates (National
Bank of Serbia, 2015). According to the Statistical Office
of the Republic of Serbia (2016), the unemployment in the
country increased from 18.10% in 2007 to 22.10% in 2013.
The objective of this study is to show that impact investing
could have an effect on persistent social problems, such as
unemployment, even during the most difficult circumstances
in the contemporary business environment, such as during
the years of high unemployment. For the purpose of this re-
search, the following hypothesis was defined: impact invest-
ing has a positive effect on employment.

METHODOLOGY

In order to conduct this study, two groups were formed,
namely, an interventional group, comprising companies finan-
ced by impact investments, and a non-interventional group,
consisting of companies not financed by impact investments.
The interventional and non-interventional groups were trac-
ked from 2007 to 2013 while the relevant unemployment sta-
tistics for the given period were obtained from the Statistical
Office of the Republic of Serbia (2016), Labour Force Survey
(LES).

Interventional Group

For the purposes of the study, an interventional group
was formed to include all active impact investments focused
on job creation in the Republic of Serbia. From 2007 to 2013,
six impact investments were identified, representing the en-
tire population. The primary time-series data was collected
for the six private companies from the time of investment.
The following investments were identified and tracked dur-
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ing the period 2007-2013: a neighborhood supermarket
chain, a system integrator value/value added reseller (VAR),
an information technology distribution company, a parcel
delivery company, a factoring company, and a high-end
chocolate producer.

In order to collect the data, a survey was sent to all the
companies at the beginning of each year, for the previous
year, from 2007 to 2013. The companies were asked to dis-
close the number of their full-time employees and the num-
ber of new jobs created during the year. The base year for
recording the number of employees for each company was
the year of the investment by the impact investor. For the
neighborhood supermarket chain and the information tech-
nology distribution company, the base year was 2007; for the
system integrator value/VAR and the parcel delivery com-
pany, the base year was 2008; and for the factoring company
and the high-end chocolate producer, the base year was 2010.
The data was then verified using the data from the Serbian
Business Registers Agency’, as reported by the companies
themselves.

Non-interventional Group

For the purpose of this study, a non-interventional group
was created to resemble the interventional group. The non-
interventional group included six private companies, all cho-
sen to closely resemble the companies from the intervention-
al group. For each company in the interventional group, a
subgroup of 10 similar companies was formed. Then, for the
non-interventional group, a company was chosen from each
subgroup. The companies in the non-interventional group
were the direct competitors (as recognized by the compa-
nies in the interventional group) in the same line of busi-
ness (i.e., a neighborhood supermarket chain, a system inte-
grator value/VAR, an information technology distribution
company, a parcel delivery company, a factoring company,
and a high-end chocolate producer) and of a size similar to
the companies in the interventional group. Furthermore, the
companies in the non-interventional group were as finan-
cially stable as the companies in the interventional group,
as evidenced by the liquidity, profitability, debt, and equity
ratios. Finally, none of the private companies in the non-
interventional group were supported by impact investments.
The data for the companies was extracted from the Serbi-
an Business Registry. In order to reflect the interventional
group, the neighborhood supermarket chain, and the in-
formation technology distribution company were added to
the non-interventional group in 2007, the system integrator
value/VAR and the parcel delivery company were added in
2008, while the factoring company and high-end chocolate
producer were added in 2010.

1  Serbian Business Registry - retrieved from:
http://www.apr.gov.rs/eng/Home.aspx.



Unemployment Statistics

The unemployment statistics for the country were ob-
tained from the Statistical Office of the Republic of Serbia,
Labour Force Survey, for the period from 2007 to 2013. The
period was characterized by the decline in economic activity
(National Bank of Serbia, 2015). Table 1 shows the unem-
ployment rate and total number of unemployed individuals
in the Republic of Serbia. The descriptive statistics were then
generated.

RESULTS

The results of the study indicate the following:

+ Interventional and Non-interventional Groups
During the observed period, the companies financed
by impact investments created, on average, 15 % of
new jobs per year (i.e., anywhere from 7% to 28% per
year). Table 2 shows the number of new jobs created
in the enterprises receiving impact investments.

Table 1. Unemployment in the country
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The results show that during the period of high un-
employment, the companies not receiving impact in-
vestments lost, on average, 14% of existing jobs per
year (i.e., anywhere between creating 13% to losing
65% per year). Table 3 shows the number of new jobs
created and lost in the enterprises not financed by the
impact investments.

Unemployment in the country

According to the Statistical Office of the Republic of
Serbia (2016), Labor Force Survey, unemployment
in Serbia increased from 18.10% in 2007 to 22.10%
in 2013. The average unemployment rate during the
period was 19.43%, while the average unemployment
growth rate was 4.82%. On average, each year, 11,775
individuals became unemployed, while the average
growth rate of unemployed individuals was 4.91%. Ta-
ble 5 shows the unemployment rates, the unemployed,
and their growth rates in the Republic of Serbia.

Year 2007 2008 2009 2010 2011 2012 2013
Unemployment rate 18.10% 13.60% 16.10% 19.20% 23.00% 23.90% 22.10%
Unemployed individuals 585,472 445,383 502,982 568,723 671,143 701,138 656,120
Table 2. Interventional group: new jobs created and growth rates
2007 2008 2009 2010 2011 2012 2013 Average
Total number of jobs 390 635 757 844 907 1014 1157 815
New jobs added/lost per year 109 122 71 63 107 143 103
Cumulative number of new jobs 109 231 302 365 472 615 349
Growth rate of new jobs/year 28% 19% 9% 7% 12% 14% 15%
Table 3. Non-interventional group: new jobs created and growth rates
2007 2008 2009 2010 2011 2012 2013 Average
Total number of jobs 420 496 173 138 136 153 157 239
New jobs added/lost per year 3 -323 -58 -2 17 4 -60
Cumulative number of new jobs 3 -320 -381 -60 15 21 -120
Growth rate of new jobs/year 1% -65% -34% -1% 13% 3% -14%
Table 4. Unemployment and growth rates
Year 2007 2008 2009 2010 2011 2012 2013 Average
Unemployment rate 18.10%  13.60%  16.10%  19.20%  23.00%  23.90%  22.10%  19.43%
Growth rate in unemployment rate -24.86%  18.38%  19.25%  19.79% = 3.91% -7.53%  4.82%
Unemployed individuals 585,472 445,383 502,982 568,723 671,143 701,138 656,120 590,137
Number of newly unemployed individuals -140,089 57,599 65,741 102,420 29,995  -45,018 11,775
Growth rate in unemployed individuals -24% 13% 13% 18% 4% -6% 4.91%
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DISCUSSION

Over the past years, certain progress has been made in de-
veloping a social impact matrix for evaluating the results of
impact investing (Edward, 2013). To that end, this research
indicates that impact investing, as high-risk investing, could
have a positive effect on job creation in the contemporary
business environment. Furthermore, it quantifies the results
of impact investments and shows that during the period 2007
- 2013, the companies financed by impact investments gener-
ated, on average, 15% of new jobs per year, showing the posi-
tive effects of impact investing on employment. According
to the Statistical Office of the Republic of Serbia (2016), the
unemployment in Serbia increased from 18.10% in 2007 to
22.10% in 2013, while the average unemployment growth
rate was 4.82%. In addition, the companies from the non-
interventional group, which did not receive impact invest-
ments, lost, on average, 14% of existing jobs per year, in line
with the rising general unemployment in the country dur-
ing the period 2007-2013. Although the results indicate that
impact investing could be used to deal with social challenges
(Donohoe et al., 2010), such as job creation, it is not readily
available in the market. Because of that, and in order for the
industry to grow, the government has to assume a more pro-
active role in building many aspects of the market for impact
investments (Wood et al., 2013).

CONCLUSION

The study indicates that impact investing, as a special
form of high-risk investing, has a positive effect on job crea-
tion, even during the periods of high unemployment, and it
also suggests that countries could use the capital to deal with
major social challenges in the contemporary business envi-
ronment, such as unemployment. To the best of our knowl-
edge, this is the first study to focus on impact investing and
its effects on employment.

Further research could focus on the impact investments
in broader geographic areas, such as Southeast Europe, Eu-
rope, or even larger samples. Furthermore, future studies
could place special emphasis on measuring the monetary
value of benefits realized by impact investing, such as em-
ployment, using the social return on investment or any alter-
native methodology. Finally, potential research studies could
focus on other benefits realized by impact investments, such
as the potential increase in youth employment, low-skilled
workers’ wages, health and pension benefits.
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INVESTIRANJE SA POZITIVNIM REPERKUSIJAMA NA SIRU ZAJEDNICU | OTVARANJE
NOVIH RADNIH MESTA U SAVREMENOM POSLOVNOM OKRUZENJU U SRBIJI

Apstrakt: Kljuéne reci:

U radu se ispituje uticaj ulaganja sa pozitivnim reperkusijama na $iru zajednicu, kao podgrupe drustveno drustveno odgovorno ulaganje,
odgovornog ulaganja visokog rizika, na otvaranje novih radnih mesta. Istrazivanjem je obuhvacéeno otvaranje novih radnih mesta,
trziste u razvoju Republike Srbije u periodu od 2007. do 2013. godine na primeru Sest preduzeca trzi$ta u razvoju.

koja se oslanjaju na ulaganja sa pozitivnim reperkusijama na $iru zajednicu. Rezultati pokazuju da
je tokom perioda povecane nezaposlenosti u zemlji, osnovna grupa, koja obuhvata preduzeca koja
dobijaju investicije sa pozitivnim reperkusijama na $iru zajednicu, zabeleZila u proseku 15% novih
radnih mesta godis$nje, dok je uporediva grupa, koju ¢ine preduzeca koja ne dobijaju investicije sa
pozitivnim reperkusijama na §iru zajednicu, gubila u proseku 14% postojec¢ih radnih mesta na godis-
njem nivou. Koliko nam je poznato, ova studija je prva koja se prevashodno bavi uticajem investicija
sa pozitivnim reperkusijama na $iru zajednicu i otvaranjem novih radnih mesta, $to potvrduje da bi
ovakav vid visokorizi¢nih ulaganja mogao da se koristi za re$avanje ozbiljnih drustvenih izazova u
savremenom poslovnom okruzenju, poput nezaposlenosti.
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