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Social Infrastructure in Europe:
from Alignment to Contribution to
the Sustainable Development Goals

The United Nations’ Sustainable Development Goals (SDGs) are a powerful organizational and
communications tool for institutional investors and asset managers as they are universally accept-
ed across multiple facets of society. But the SDGs are vulnerable to misuse, misrepresentation
and dilution. Investors need to ensure that when a real estate strategy is labelled as “aligned with
the SDGs” that it moves beyond just alignment and makes a real contribution to positive social and
environmental outcomes. In this article we explain how we have approached this challenge with an
investment in affordable housing, one of the main sectors within social infrastructure.
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For institutional investors and asset managers, the
SDGs act as a common language for discussing, man-
aging and reporting on their impact investment strat-
egies. In fact, one of the most common questions from
forward-thinking asset owners to impact asset man-
agers is “are you aligned with the Sustainable Devel-
opment Goals?” While mapping investments to SDGs
is a worthwhile effort, “alignment” should be only the
first step, and the same - or even more — weight should
be given to how real estate investments and active
ownership contribute to specific targets and indica-

tors behind each Sustainable Development Goal.

Connecting goals, targets and indicators
The SDGs are, by design, very broad and act as a foun-
dation for others to build upon. Fortunately, behind
each goal there are anywhere from 5 to 19 “targets”
that speak in greater specificity about sought-after
outcomes. And behind each target are “indicators”,
which are the data points used to track progress to-
wards each target, as illustrated in the example in ex-
hibit 1. Backed by these targets, we can define which
specific actions - or contributions - we can perform.
Because the contributions are often measurable,
KPIs can be used to monitor progress and improve-
ment. Finally, using research and logic models, the
KPIs canbe mapped against the indicators tracked by
the UN.

We believe the focus on defining and measuring
real contributions should be a key consideration
when assessing an impact strategy in real estate.
This is because it not only results in clearer linkage
with the SDGs, but also because of the transparency
it brings to the portfolio. Investors will be able to lev-
erage this information as they map their investments

against their own goals.

Utilizing the SDGs in practice - social
infrastructure

Social infrastructure projects, such as hospitals, schools
and community centres, may be attractive assets forreal es-
tate investors seeking to make both a market rate of return
and an impact return, which is the measurable improve-
ment on environmental and community related aspects.

For our social infrastructure strategy - managed

by Franklin Real Asset Advisors - the SDGs and their
targets and indicators inform our entire invest-
ment process - from due diligence toreporting - and are
integrated in the Impact Management Modell. When
assessing an investment in affordable housing, we will
explore the multiple ways an investment can be im-
pactful. We can express a full theory of change that is
guided by the SDGs, as shown in the below graphic.

Exhibit 1: SDG 11, targets and indicators
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Defining contributions

Our contributions play a critical role in grounding
our efforts in the social infrastructure space. By en-
suring that investments include one or more of the
five actions below, it is possible to track how invest-
ments lead to positive community and environmen-
tal outcomes linked to the SDGs.
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ALIGNED
LONG-TERM

b Aligned, long-term capital

Our objective is to maintain strong-performing

assets and enhance underperforming ones to im-
prove the social services and the environmen-
tal footprint they render. In some arrangements,
like a buy-and-lease-back, we can free up much-
needed public capital and provide liquidity to mu-

nicipalities.

¥

FUNCTION
ENHANCEMENT

Function enhancements
One of the primary ways we can contribute to im-

pactis with the direct and intentional enhancement

of the facilities we purchase through renovation
and upgrades. Examples of function enhancement
include creating more usable space and finding al-

ternative uses that benefit the broader community.

()

@ Environmental upgrades
We can create positive environmental impact
through actions that reduce pollution, reduce net
water and material use, and support biodiversity and
clean transportation. Examples of upgrades could
include installing energy efficient systems, creating
more green space, improving recycling and waste

disposal policies and many others.
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Purpose-driven
development

Select investments may arise with the opportunity

PURPOSE-DRIVEN
DEVELOPMENT

to convert a non-social infrastructure building
into social infrastructure. Other opportunities
may arise to construct new buildings or to increase

the building area used for social infrastructure.

Exhibit 2: Contributing to the SDGs through an investment in Affordable Housing
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Tenant & community
partnerships

Stakeholder engagement is critical to the success of

STAKEHOLDER
PARTNERSHIPS

social infrastructure investments, and in some in-
stances, opportunities may arise to work with local
partners to create new ways to serve the community.
Examples could include partnering with civil servant
tenants or healthcare providers to hear ways we can
work together to improve their connection with the

community.

Towards a deeper understanding of
impact in Real Estate

When investors and asset managers think about the
movement from alignment to contribution and from
goals to more specific targets and indicators, we are,
together, moving towards a deeper understanding of
real impact, and requiring more work before an as-
sertion of impact is justified.

The leadership of field building organizations and
practitioners shows that a more disciplined path to
achieving impact, and not just hoping for alignment,
is possible. Our own efforts in Impact Measurement
and Management have been significant and involved
consultation with outside experts, system design,
testing and implementation by a dedicated impact
team. Our early learnings suggest the added disci-
pline of impact management makes for a more robust
investment process and creates transparency and au-
thenticity around how we can and cannot contribute
to communities and the environment.

The impact investing space is growing and evolving
rapidly, and as we advance our understanding of what
it means to contribute to the SDGs we will be better
equipped to allocate capital to the most attractive in-
vestments with the highest potential for meaningful

impact.

FOOTNOTE

1 “Five Building Blocks for Impact Management. Impact in
Practice: Social Infrastructure”, Franklin Templeton and Tideline,
March 2019
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