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Preface

Preface
The development of social economy enterprises is one of the
priorities of the Luxembourg Presidency of the EU Council. A large
European conference on « Boosting Social Enterprises in Europe »
taking place on 3-4 December 2015 in Luxembourg-Kirchberg and
involving all major actors in the field of social economy was meant
to enable concrete progresses, in particular regarding social innovation and the specific issue of financing social economy enterprises.
Whilst highlighting the importance of a comprehensive ecosystem for social economy enterprises in Europe, « Boosting Social
Enterprises in Europe » lays a particular emphasis on the need
to develop an adequate financial ecosystem capable of providing
effective support for social innovation.
The issue of financing social economy enterprises is more than
challenging. On the one hand, social economy enterprises have
several specific features, which may in practice raise difficulties in
setting up an adequate financial ecosystem supporting their development:
• Financial profitability of social economy enterprises is lower than
others given that profits are mainly reinvested into the firm;
• Social economy enterprises grant a predominant importance to
their non-financial outcome (i.e. social impact);
• Social economy enterprises developed special features in terms of
legal structure, governance, management, etc.
• There is a complex wording around social economy enterprises
(social economy, social entrepreneurship, but also social business, etc.) reflecting a large heterogeneity of concrete situations.
7

On the other hand, besides the most “traditional” social economy enterprises, which are very intensive in human capital, whose
main financial resources are public (subsidies) or quasi-public
(philanthropy) and whose main activities are related to services of general economic interest (care, social welfare, children,
elderly people, disabled people, etc.), a wide range of social enterprises. Morever individual entrepreneurs show up, claiming their
businesses to be social too. These social enterprises have a wider
scope of activities and they are looking for other sorts of funding to
ensure their development and their sustainability. The amount of
public subsidy and the actual demand for private investment varies
a lot from one type of business to another.
Exploring the financial ecosystem for social economy
enterprises requires first to identify the most relevant financial
instruments available, including:
•
•
•
•
•

Public funding;
Philanthropy;
Banking loans and credits;
Private equity and quasi-equity;
Crowdfunding.

To which extend should public authorities (nation States,
European Union) actually finance social economy enterprises
(especially in the context of general economic interest services)?
What are the main obstacles to the deployment of various financial
instruments currently available?
The exact role of national and European public authorities in
the implementation of an efficient financial ecosystem for social
economy enterprises needs to be clarified.
8

Preface

Public policy levers to support and encourage investment
in the social economy and social entrepreneurship could be quite
numerous:
•
•
•
•
•
•

Direct public investment;
Tax incentives;
Public guarantee schemes;
Financial intermediation structures (e.g. rating agencies);
Reliable public statistics on unanswered social needs;
Experience sharing of effective national-based mechanisms.

In practice, most of these financial instruments are implemented at the local and/or national levels. What could then be the actual
contribution of the European Union? It seems that EU institutions
do not advocate the inducement of a European-wide financial market for cross-border socially responsible investments. However,
the European Union could have a role to play in the development
of an interconnected financial ecosystem, including by supporting the emergence of a coherent national-based policy framework
to promote and support the funding of social economy and social
entrepreneurship.
Last but not least, there is a need to develop financial ecosystems adapted to different models of activity. At the micro level,
access to finance is a common concern for all types of businesses,
would they have a social objective of not. For social economy
enterprises (as for any other sort of small and medium enterprise),
practical mechanisms adapted to different sorts of business models
and tailored to the various stages of development of these social
enterprises should be put in place.

9

Several steps are to be taken into consideration:
•
•
•
•

Seed money;
Capital-development;
Solidarity-based savings products
Social impact bonds.

Financing social economy enterprises is all about finding a
way to match available funding sources with the practical needs of
the social economy. One possible role of public authorities in this
domain could also be to define and to implement adequate and
relevant intermediary structures supporting the increase of financial resources available for the social economy.
This book tries to address all these issues and includes not only
explanatory opinions demanded by the Luxembourg Presidency of
the Council of the European Union to the European Economic and
Social Committee (EESC) and to the Organisation for Economic Co-operation and Development (OECD), but also the views of
independent experts on the issue of financing social economy.
ULESS (Union Luxembourgeoise de l’économie sociale et
solidaire) wishes that the European debate could fruitfully benefit
from all these contributions.
Robert URBÉ & Jean-Christophe BURKEL
ULESS ‒ Union luxembourgeoise de
l’économie sociale et solidaire
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1.
Building a Financial Ecosystem
for Social Enterprises
European Economic and Social
Committee (EESC)
Ariane Rodert and Marie Zvolská
(Rapporteurs)

Building a Financial Ecosystem for Social Enterprises

In a letter dated 28 April 2015, and in accordance with
Article 304 of the Treaty on the Functioning of the European
Union, Nicolas Schmit, Minister for Labour, Employment and
the Social and Solidarity Economy, acting on behalf of the future
Luxemburg presidency, asked the Committee to draw up an
exploratory opinion on
Building a financial ecosystem for social enterprises
(exploratory opinion).
The Section for the Single Market, Production and Consumption, which was responsible for preparing the Committee‘s work on
the subject, adopted its opinion on 8 September 2015.
At its 510th plenary session, held on 16 and 17 September 2015
(meeting of 16 September), the European Economic and Social
Committee adopted the following opinion by 204 votes to 2, with
4 abstentions.
1. 	Conclusions and recommendations

1.1

The EESC welcomes the Luxembourg EU Presidency prioritising social economy and in particular its focus on creating
a tailored financial ecosystem.

1.2

The EESC urges to the European Commission (EC) not to
lose the momentum in supporting the social economy agenda and ensuring a continued and supportive policy framework for social economy development. This by renewing the
Social Business Initiative (SBI) agenda including the tailored
financial ecosystem needed.
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1.3

The EESC stresses the need to see access to finance as one
component in the full ecosystem needed for the development
and growth of Social Economy Enterprises (SEE).

1.4

The ideal financial ecosystem for SEE includes features such
as a multi-stakeholder approach, hybrid and patient capital
solutions with guarantee schemes, often provided by social
finance institutions sharing the values of the social economy.

1.5

The EC should support the emergence of new instruments,
ensure that financial regulation enables the development, promote research on the societal added-value of investing in SEE
and ask Member States (MS) for peer reviews on the subject.

1.6

The EESC welcomes that the social economy is an investment
priority in the current Investment Plan for Europe1 and urges
the EC to fully make use of this provision.

1.7

The EC should review if/how social impact investment can
be a component of the financial ecosystem for SEE and if the
policies behind really support SEE development.

1.8

The EU must equally recognise SEEs by providing a supporting factor in the CRR regulation2. Bank lending to the social
economy would benefit greatly from this, with no impact
whatsoever on public finances.

1.9

Financial support from the EU level must be coupled with
the EC providing guidance, training and capacity building
for governments and key stakeholders.

1
2
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Recital 17 and article 9.2.
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1.10 MS should act as co-investors to support the establishment
of ethical funds, social innovation funds and social venture capital funds and facilitate public guarantee schemes.
Further, MS should consider reviewing the opportunities of
tax rebate on income (individuals and businesses) as well as
other tax incentives for both savers and investors to attract
investments into SEE.
1.11 SEEs must themselves take initiatives in developing instruments such as auto-capitalisation, crowdfunding and
engaging in social finance partnerships, gathering their own
resources and initiating partnerships.
1.12 But, to fully unleash the potential of the SEE, all MS must
develop and implement national action plans for the social
economy based on a broad stakeholder approach including
representatives from civil society.
2. 	Introduction and context

2.1

The EESC welcomes that the Luxembourg prioritises social
economy during its EU Presidency, recognising the social
economy’s contribution to employment, social justice and
sustainable development.

2.2

The EESC is pleased that the Luxemburg EU presidency
request this exploratory opinion which aims to explore the
concept of a financial ecosystem from the perspective of
social enterprises, the main characteristics and necessary
conditions needed to fully build an adequate and effective
European framework for the financing and investment into
social economy.
15
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2.3

The EESC also notes that the Luxembourg EU presidency
highlights the fact that limited access to finance (particularly access to tailored finance) is a barrier to the growth and
development of the social economy, this in line with previous
EESC opinions3, the EC, SBI4 and the work of the OECD5.

2.4

A new social landscape is emerging in Europe as a result of
the crisis and our society facing new complex challenges.
There is an urgent need for social innovation mobilising all
sectors in society. The social economy is a vital sector employing over 14 million people6 and has a key role to play
providing solutions for e.g. employment creation and social
inclusion7 contributing to smart, sustainable and inclusive
growth. But the sector is still underdeveloped in many Member States (MS). To unleash its full potential an enabling ecosystem must be developed where access to tailored finance
plays a central role.

2.5

In view of the EESC’s continued commitment to the social
economy agenda, this opinion aims to bring forward the
particular perspectives of SEE, which by definition use profit
making as a mean to achieve the primary social mission.

2.6

To frame this opinion, the EESC therefore reiterates the
definition set out in the Rome Strategy8, whereby social economy is described as a plurality of organisational forms shaped
by diverse national and welfare contexts, but with shared
values, characteristics and goals. SEE refers to a universe of
organisations based on the primacy of people over capital, and

 J C 24, 28.1.2012, p. 1, OJ C 229, 31.07.2012, p. 44, OJ C 229, 31.07.2012, p. 55, OJ C, 19.12.2014, p. 14.
O
COM(2011) 682.
5
http://browse.oecdbookshop.org/oecd/pdfs/product/8409011e.pdf.
6
http://ec.europa.eu/social/main.jsp?catId=738&langId=en&pubId=7523.
7
http://www.oecd.org/cfe/leed/130228_Job%20Creation%20throught%20the%20Social%20Economy%20
and%20Social Entrepreneurship_RC_FINALBIS.pdf.
8
http://socialeconomyrome.it/files/Rome%20strategy_EN.pdf.
3
4
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includes organisational forms such as cooperatives, mutuals,
foundations and associations, as well as newer forms of social
enterprises. It must be underlined that SEE are enterprises
belonging to people and/or created by people and not by the
financial system.
2.7

It should also be noted that this opinion, while related to the
subject, does not touch on the particulars of “social impact
investment”, nor the EuSEF regulation, which are subjects
expressed in previous EESC opinions9.

3. 	Access to finance, a challenge for social economy

3.1

As pointed out by OECD10, there is currently an incompatibility in the existing financing framework that does not
correspond to the reality of SEEs and their requirements,
indicating a need for cultural adaptation of the financial,
legal, policy framework to design appropriate tools. It is vital
that for social finance to become sustainable, an integrated
approach, different from tradition finance, must be adopted.

3.2

One key issue is that SEE business models are insufficiently
known and understood. Not fully recognising the specificities in these models (such as limited or no profit distribution, a user- or need-centred focus, shared decision-making,
democratic governance or shared ownership) make it difficult for SEEs to access mainstream finance and instruments
supporting SMEs generally.

9

OJ C 458, 19.12.2014, p. 14.
See footnote 5.
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3.3

SEEs are, more than other business models, confronted with
the issue that financial market logic is not designed to support SEE development. Financial markets do not capture and
reward the social added value of SEE nor their general interest mission. Today SEEs are often remunerated only for the
cost of the service they provide but not for the social value
they create. Return on investment for SEEs entails delivering
primarily social impact and limited financial returns. This
fact that the social mission overrides the maximisation of
profit may result in the false impression that SEEs are higher
risk and less reliable than other businesses. Research, facts
and data actually show the opposite11. Investment in SEE is
in fact not a cost but an investment into the future, which
contributes to increased employment rates and strengthens
the competitiveness and overall economic contribution of a
MS in the long run.

3.4

Several attempts have been made to promote social investment instruments building on the architecture of traditional
financial instruments. However, since the logic of private
capital often goes hand in hand with features such as shortterm exit strategies, requesting ownership and high-return
investment logic, these instruments fail to work for SSE
since features like these often are in direct conflict with SEE’s
business models and activities.

3.5

Issues such as difficulties in divesting (when working with people
in need) and no or limited second-market opportunities, create
additional complications for mainstream investors. While these
instruments may successfully reach some enterprises (often as
profit-maximising businesses with a social mission), SEEs still
need specifically tailored financial instruments.

11
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4.	A supportive and sustainable financial ecosystem

4.1

This opinion focuses on the characteristics and conditions
needed to improve access to finance for SEEs rather than
providing a comprehensive review of the range of available
finance instruments. The real potential of SEE can only be
realised if access to finance is integrated into a tailored and
fully integrated ecosystem together with components such
as legal frameworks, business development and various support, demonstrating that social investment is both financial
and non-financial investments.

4.2

While recognising that improving financing for SEE is
crucial for development and sustainability, it is important
to make a distinction between financing SEE structures and
SSE activities. It is important to finance both these aspects
but the approaches and instruments may differ. Certain is
that when developing social finance tailored to SEE it must
be in the context of promoting social initiatives and action
and be seen as a means to realise the sector¹s potential rather
than being a purpose in itself.

4.3

It must be recognised that SEEs usually have a mixed
revenue stream12 where sales of goods and services often are
coupled with government funding. SEEs often rely on a mix
of financing streams ranging from funds for a specific project
or program based on a policy objective, to public contracts or
raising funds for expansion or new investments.

12

 Mapping study: http://ec.europa.eu/social/main.jsp?langId=en&catId=89&newsId=2149,
EC
OECD Policy Brief: http://www.oecd.org/cfe/leed/Social%20entrepreneurship%20policy%20brief%20
EN_FINAL.pdf.
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4.4

In some MS, SEEs rely on continued public funding, working closely with public authorities in pursuit of a common
policy or general interest objective. Furthermore, public
funding is particularly important in the innovation process
(often linked to preventive work) and the early development
stages of SEEs. The EESC therefore stresses that this form of
public cooperation and funding support must not be jeopardised when looking at external finance sources and that
it is particularly important when supporting the emergence
and building of a social economy sector in certain MS.

4.5

Using a range of finance sources

4.5.1 Public funding remains a key finance source in many MS
and for many SEEs. The connection between the social
mission of a SEE and public policy objectives building on a
system of common goals and trust are at the core of public
funding initiatives. In this context the EESC wishes to highlight the connection to and its support for a continuation of
the EC Social Investment Package13, which aims to promote
social policy innovation with a strong role of SEE. In many
MS a primary income source for SEE are public contracts.
Providing a service of general interest is often a core activity
for SEE to fulfil their social mission. This income contributes
importantly to financial sustainability. In case of public contracting one criteria must be the respect of social standards
and in particular application of collective agreements.
4.5.2 Private finance instrument vary from traditional instruments such as commercial banks, business angels and
venture capital to such as donations, venture philanthropy
13
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and social impact investors. While several of these instruments may be fitting the SEE, it appears that social finance
provided by specialised social finance providers are better
suited.
4.5.3 Attention should also be given to individuals’ interest to
invest into SEE initiatives especially at community level.
Crowdfunding platforms, donations and philanthropy provide a key finance resource for SEEs.
4.5.4 The social economy sector itself generates funds in the form
of retained earnings often encouraged by the tax relief system.
The option of accumulating profits that are not distributed
to members (indivisible reserves) is used by cooperatives as
the main instrument to finance their own growth. Another
instrument is the option for cooperative members to participate in the financing of their own cooperative through the
provision of voluntary loans (social lending) that in some MS
are regulated by specific legislation14.
4.5.5 Specialised financial institutions, social, ethical and
cooperative banks as well as social venture philanthropy
provide instruments specifically designed for SEE. For example the Italian cooperative development funds15 is set up to
promote and develop cooperatives specifically. These funds
are formed using the 3% levied on the annual pre-tax profits
of cooperatives. Other examples are CoopEst development
fund and the CGM Finance Consortium, which are internal
financial systems open only to members providing bridging loans and overcoming problems in gaining access to the
ordinary banking system through the contractual capacity
of a group.
14
15

S ee for example Italian Law 127/71.
Italian Law 59/92.
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4.5.6 Consideration must be taken when building a marketplace
or platform for these instruments and incentives to attract
capital must be evaluated. While public capital can be policymotivated, private capital may be attracted through tax
incentive schemes, the shared-risk element and engaging
with the social economy sector. Regardless, any incentives
given to private financial providers should be balanced with
the expected financial and social return as well as how the
financial profits are used. This should ensure that the public
interest, the general interest and efficient spending (if public)
remain at the heart of the initiative.
4.6

Fundamentals to consider when creating a conducive financial ecosystem

4.6.1 The creation of a financial ecosystem for SEEs relies on
establishing a multi-stakeholder approach bringing together
resources and instruments. This form of multi-stakeholder
systems, or a social and solidarity finance system, brings
together both monetary and non-monetary resources. It
builds on trust and financing support involving several players (SEEs, savers, public sources, pension funds and financial
institutions etc.) building relationships (financial intermediation, socialisation and support relationships) sharing common goals and rules. The success of this approach is clear in
for instance Quebec and should be explored further for the
European context16.
4.6.2 It is fundamental that the financial support is developed
from a lifecycle approach. Grants or funded pilot schemes
often fail in the second phase due to the lack of appropriate instruments enabling SEE to scale up and be sustainable.
16
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Specific instruments and supportive policy frameworks must
be designed for each development stage: pre-start-up, start-up/
pilot stage, consolidation and growth, meeting the specific
needs at each stage.
4.6.3 Traditional risk capital is based on a quick return on investment usually tied to influence through ownership. This is
particularly difficult for the social economy to utilise and in
conflict with SEE business models and activities. Therefore
providing guarantee schemes and co-investment mechanisms to share responsibility and risk-taking are crucial
in this context. Building on good practices of guarantee
schemes already in place (often from public funds) should
be reviewed when developing schemes alleviating the first
“risk” of the financing.
4.6.4 Social economy finance providers are often ideal to provide
both financial and non-financial support such as investment
readiness programmes and general guidance and business
development support. This form of support is crucial to
reduce the risk of failure. Here general “financial coaching”
as well as “financial education” must be considered.
4.6.5 It is central that at the heart of social finance is social impact
measurement17 to demonstrate the social impact created in
parallel with financial return. This is the only way to capture
the full value created by the SEE activity and the full scope of
Return on Investment (ROI) – both social and financial.
4.7
17

An ecosystem based on blended capital

OJ C 170, 05.06.2014, p.18.
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4.7.1 Particular attention should be given to hybrid forms of
financing, which are seen as being more suitable for
social economy enterprises as they combine elements that
evaluate the common good with financial incentives. The
hybrid capital combines a grant component (public grants,
philanthropic funds, donations) with equity and debt/risksharing instruments. Financing instruments of a hybrid capital
nature include recoverable grants, forgivable loans, convertible grants and revenue share agreements. Hybrid
capital often involves close interplay between public and
private capital and a common policy objective but also codependence balancing interests between stakeholders.
4.7.2 Other finance solutions, suitable for SEE are patient forms of
capital. In for instance France and the province of Québec in
Canada18 social/solidarity guarantee and investment funds
bring together capital from various sources and stakeholders
such as individuals, public funds and pension funds providing debt and equity instruments that are based on principles
of lower returns (than regular venture capital) over a longer
period (seven years plus). This latter is being particularly
important, since SEE activated often relies on continuity
of service.
5.	Policy recommendations

5.1

18

24

Given the differences across Europe and the broad range of
needs in the social economy sector, the following recommendations are grouped based on responsibilities for different
level of policy makers.

http://capfinance.ca.
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5.2

The European institutions

5.2.1 The EU institutions should play a supportive, catalytic,
enabling and mobilising role for all stakeholders in the SEE
financial ecosystem. Further they must continue to demonstrate their commitment to the development of the social
economy in Europe by ensuring a supportive policy framework for social economy development generally by renewing the SBI agenda.
5.2.2 The EC should further channel funding towards the SEE
through intermediaries to support the emergence, experimentation and innovation of new instruments ensuring that
financial regulation enables and not hinders this development.
5.2.3 The EC should also consider trialling a lighter regulatory
regime to motivate capital to the social economy sector.
5.2.4 The EC should review how crowdfunding or collaborative
economy instruments can support SEE. The EC could consider hosting a “showroom” of crowdfunding and participative initiatives aimed at SEE. Examples exist at MS level and
could potentially tie into the social innovation platform as
well as Horizon 2020 programmes.
5.2.5 The EC should promote research on the societal added-value
of investing in SEE. Issues to explore could be how social
and economic value is created and captured and the effectiveness of various financial instruments.
5.2.6 The EESC welcomes that the social economy is an investment priority in the current Investment Plan for Europe
25
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and urges the EC to fully make use of this provision. In particular capital intense investments, such as health and social
care should be considered. Important for all investments
are to include a general interest criterion into the investment
rating and selection to better capture the social added value.
5.2.7 The Capital Markets Union (CMU) stresses the emergence of
environmental, social and corporate governance investment
and that public and private funding can work together to
improve the supply side of investments. It is important that
the EC ensures in its regulatory activity that there is a link
between the promotion of SEE development and the CMU
proposals.
5.2.8 The European funds play a particular role to support SEE.
ESIF could be used as an enabler for MS action by providing
guarantees or financial leverage to stimulate the emergence
of social welfare funds across Europe. EaSI and COSME
funds should be used by the EC to boost the investment
capacity of financial intermediaries and the investment readiness of SEE. EC should secure a balanced participation in
the Horizon 2020 program, enabling the SEE to participate
in mainstreaming projects. The EC should closely monitor
and report on the uptake of these funds for SEE both from a
political and technical viewpoint.
5.2.9 The EC and the EIB/EIF should ensure that EU-level financial mechanisms including the SME financing action plan
are accessible for SEEs by consistently mainstreaming SEE
into SME policy and finance facilities and by simplifying
procedures. Key here is to specifically mention the expression “social economy enterprise” to fully ensure diverse
enterprises are considered and raising visibility.
26
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5.2.10 The EC should review if/how social impact investment
can be a component of the financial ecosystem for SEE and
under which conditions. Here the experiences and trials of
the EIF social investment accelerator as well as the recent
launch of the EC guarantee schemes19 will provide interesting experiences. In addition the recent OECD20 and EMES21
reports provide important input on weather instrument of
social impact bonds and the policies behind really support
SEE development.
5.2.11 The Basel III financial regulations are threatening the
financial ecosystem for the social economy. It is vital that the
regulations preserve the “biodiversity” of the financial system, rather than applying arbitrary rules. A relevant issue to
be tackled is the treatment of loans to the social economy
according to current prudential rules (Basel III, CRD IV/
CRR). At present, no relief on balance sheet is provided for
lending to social enterprises, even though the sector is not
considered risky, nor is lending to the sector encouraged.
On the contrary, according to the SME balancing factor
included in the CRR, the EU has recognised capital relief
for banks lending to SMEs and households. The EU must
equally recognise SEEs by providing a social economy enterprise-supporting factor, for example by amending the
present Article 501.1 of the CRR. Bank lending to the social
economy would benefit greatly from this, with no impact
whatsoever on public finances.
http://ec.europa.eu/social/main.jsp?catId=1084.
http://www.oecd.org/cfe/leed/SIBsExpertSeminar-SummaryReport-FINAL.pdf.
21
http://5emesconf.exordo.com/files/papers/101/final_draft/Godina-Maier-Barbetta_-_Paradoxes_and_
Potentials_of_Social_Impact_Bonds_-_16_06_2015.pdf.
19

20
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5.2.12 Since financial innovation for the social economy primarily
happens at local, regional and national levels, the EC is in
an ideal position to gather and share innovative instruments
and solutions to provide evidence for policy decisions. Here,
EU-wide synthesis and monitoring of sharing new finance
initiatives and instruments at MS would be useful.
5.2.13 Financial support from the EU level must be coupled with the
EC providing guidance, training and capacity building for
governments and key stakeholders. Therefore, the EESC calls
for a handbook with guidance on how to build the financial
ecosystem and how to design and implement financial instruments for the social economy. Similarly, good practices
of general guidance at MS level such as investment readiness
programmes should be shared and built on.
5.2.14 The EESC welcomes the EC’s interest to sets up a social
finance working group in cooperation with the GECES
(European Commission Expert Group on Social Enterprise)
which could act as one resource base for policy development
and monitor Member-State situations and action.
5.2.15 Peer-reviews on financing SEE activities and structures
should be considered to encourage sharing instruments and
best practices among MS.
5.2.16 The EC should review the benefits and challenges of MS providing tax incentives. This is relevant both for SEE generally
but also as an incentive to attract capital from private savers
and social finance providers. This aspect should be reviewed
out from the fact that SEEs today are disadvantaged in relation to access to finance (public or private) compared to other
enterprises.
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5.3

Member States, Local and Regional Authorities

5.3.1 MS at national, regional and local level play a central role in
providing enabling policy and support to develop and grow
the social economy. Few MS have an adequate support system
in place, calling on MS to develop and implement national
support systems for the social economy, in accordance with
the SBI. Particular emphasis should be put on access to tailored financial support both at national and local /regional
levels. These initiatives could potentially be presented in the
GECES context.
5.3.2 MS could act as co-investors to support the establishment
of ethical funds, social innovation funds and social venture
capital funds. A key element is to provide public guarantee
schemes or, by providing policy, to motivate capital from
pension funds, credit unions, etc.
5.3.3 MS should evaluate the possibilities of securing finance
through state owned guarantee funds in order to give the
social economy access to traditional finance.
5.3.4 MS can consider capitalising social investment funds by
reviewing the opportunities of tax rebate on income (individuals and businesses), as well as other tax incentives for
both savers and investors to attract investments into SEE.
However the drive behind these tax advantages should be the
social value creation by SEE.
5.3.5 The EESC urges the MS to develop suitable social economy
regulations regarding microfinance, as already pointed out
by the EC22.
22

http://capfinance.ca.
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5.3.6 Financial intermediaries play a crucial role in social economy development. MS should encourage the emergence
of social finance intermediaries, whether cooperative or
ethical banks, or commercial banks with a specific subsidiary targeting the social economy, which provide social
finance funds and instruments by providing a favourable
regulatory environment.
5.3.7 Local and regional authorities play a key role in providing
local infrastructure and implementing initiatives. In addition
they should be urged to take initiative for multi-stakeholder
cooperation to support local/regional development. Here the
ERDF provides a vital support.
5.4

Other stakeholders

5.4.1 SEEs must themselves take initiatives in developing instruments such as auto-capitalisation, crowdfunding and engaging in social finance partnerships, gathering their own
resources and initiating partnerships.
5.4.2 Important is also for SEEs to consider more cooperation with
external partners such as private commercial banks and
various intermediaries. This may not be suitable for all situations but could be valuable at some stages of development.
Central is to build interest and knowledge of SEE among the
financial community under the right conditions.
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This article reflects Social Platform’s perspective in relation
to the financial ecosystem of a specific segment of social economy
enterprises: those who provide Services of General Interest (SGI) or
work for the social and professional integration of people in vulnerable situations. Therefore, it does not intend to offer a comprehensive overview of the financial ecosystem of this sector as a whole.
Some references are also drawn from my previous professional
experience in social economy organisations in Italy.
Social Platform is the largest civil society alliance fighting for
social justice and participatory democracy in Europe. Since its
foundation twenty years ago, we have been advocating towards the
European institutions, to ensure that European Union (EU) processes recognise the specific role, objectives and features of SGI: for
the well-being of people living in Europe, as well as social cohesion
and economic value. Our focus has mainly been on social, health
and education services, on which our members have expertise, both
as organisations representing service users and non-profit providers of SGI. In addition, many of our members work for the social
inclusion and integration in the labour market of people who face
discrimination or are at risk of social exclusion.
Why definitions matter

I consider important to briefly spend a few words on the definitions to better understand the reasons of lots of confusion when
talking about social enterprises and their financing. It is necessary
to clarify that the social economy (foundations, mutuals, cooperatives, and associations) is broader than social enterprises, but social
enterprises are embedded in the social economy. Even if the Social
Business Initiative (SBI) does not provide a legal definition of social enterprise, it sets three main broad criteria that have to be met
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for an organisation to fall in this category. The three main broad
criteria are: a social or societal objective of the common good as the
reason for the commercial activity; profits (surpluses) are mainly
reinvested to achieve this objective; and the method of organisation or ownership system reflects their mission, using democratic or participatory principles or focusing on social justice. A good
starting point would be reaching a common agreement that these
three criteria have to be cumulatively met.
In addition, the Rome Strategy1 describes social economy as
a plurality of organisational forms shaped by diverse national and
welfare contexts, but with shared values, characteristics and goals.
Social economy enterprises include organisational forms such as
cooperatives, mutuals, foundations and associations, as well as
newer forms of social enterprises. In this paper we prefer to use the
term social economy enterprises.
This premise gives me the opportunity to challenge some of
the ways of conceptualising the term social enterprise that I heard
several times in the discussions at EU level. Several people, mainly
from the financial sector or newer forms of social enterprises,
consider that large organisations that work as established service
providers on a non-profit basis are not a social enterprise. If this
were true, it would lead to exclude very important actors, such as
diaconal organisations and welfare organisations, from the universe of social enterprises. It would also have the consequence to
affirm that in some countries in practice you almost do not have
social enterprises (Germany, for example).
Another conceptualisation of the term which is in vogue is the
tendency, especially in the context of social innovation, to privilege enterprises run by innovative often young social entrepreneurs
1
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(social entrepreneurship) against large non-profit providers.
For instance, I heard people wondering if the latter are run as an
enterprise.
What said above brings me to also criticize the distortions
of the concept that I heard by representatives of the non-profit
sector: as 100% of the surpluses are reinvested to achieve the social
objective of our association, does this mean that we are a social
enterprise?
All these questions are legitimate, as they call into question
the intimate identity and scale of values of different organisational forms. Furthermore, they also testify the extreme richness and
variety of organisational forms that nurture the universe of social
economy enterprises: a diversity of organisations that confront
traditional and well-established actors with new ones. Therefore,
social economy enterprises do not only reflect the diversity of
national and welfare contexts, but also the cultural diversity of different organisational forms, which all deserve to be recognised.
These questions and interpretations are also the consequence
of two very different sectors - the financial sector and social economy organisations - trying to develop collaboration, without speaking the same language.
Challenging some myths about the financing of social economy enterprises

These introductory considerations allow me to shed a light on
the inadequacy of the financing framework for social enterprises
that is being discussed at EU level – mainly framed by reflecting
the financial market logic. In addition, these discussions often
do not embrace many good practices from specialised financial
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institutions (ethical and cooperative banks, social finance, venture
philanthropy, social economy own funds and financing instruments) that exist in some member states, in some cases since long.
One of the consequences of the financial crisis is that more financial institutions and private investors are interested in financing
and investing in social economy enterprises. However, often this
happens without a clear understanding of the nature, the objectives
and the financial needs of social economy enterprises, as well as of
the large variety of organisational forms that belong to this sector.
I will mention some recurring arguments that I heard from
representatives of the financial sector or the institutions that clearly
show the lack of understanding of the sector. They also appear to
be the direct application of the business logic to social economy
enterprises that are different from traditional businesses, including
small and medium enterprises.
The first argument I want to challenge is that if an operator
is funded solely by the means of public funding, it is not a social
enterprise and it does not bear a financial risk. When social economy enterprises are entirely or mainly funded by public sources is
because they provide a service of general interest or fulfil a public policy task (being it in the social, health, education, transport,
cultural, and environmental domains). Getting and implementing
contracts with the public administration is an economic activity
which entails financial risks, too.
Another myth is the following: the fact that non-profit organisations and social economy enterprises are prevented from making profits makes it impossible for them to grow. In line with this
reasoning, the G7 report “Impact investment: the invisible heart
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of markets” recommends governments to relax regulations that
prevent social sector organisations from generating revenues.2 We
really hope that governments will not follow this recommendation, as this would mean changing one of the foundations of social
economy enterprises: putting people and the general interest before
capital. The reality is that many social economy organisations respond to the needs of their local community. They are very often
non scalable and do not want to be scalable. On the contrary, what
they need from the financial ecosystem is to be supported when
they need to develop new services and activities responding to new
or old needs and challenges emerging in their communities (consider, for instance, the migration and asylum crisis). They need to
be put in the conditions to meet the growing demand for social
services, due to demographic and societal changes, the economic
crisis, and increasing rates of unemployment, poverty and social
exclusion, when public budgets are shrinking. They need to have
a financial system that allows them to experiment innovation,
including social innovation, to ensure sustainable long-term
financing (instead of short-term financing) and to complement
their source of funding when public money is not available or
payments are delayed by public administrations.
The last argument I would like to have a critical eye on is that
the public sector has to shift from giving grants for the delivery of
social services to pay for successful delivery of specific outcomes:
this is the logic of impact investing. Of course, all initiatives, tools
and methodologies that are able to improve the efficiency and
effectiveness of service provision (such as measuring the social
impact) are welcome. However, public authorities should remain
accountable for the provision and financing of SGI even when they
decide not to deliver them directly. It should also be borne in mind
that in the social sector it is not always possible to gather and
2

The report is available at www.socialimpactinvestment.org
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measure evidence in every single case. The same happens in the
field of medicine, for instance.
Some key recommendations to develop an adequate financial ecosystem

In this paragraph, we do not intend to provide a comprehensive list of recommendations, but to underline some key elements
that should be taken in due consideration while developing a financial ecosystem for the type of social economy enterprises we are
focusing on.3
The starting point should be that public funding is and will
continue to be the primary source of funding for social economy
enterprises that provide SGI. Therefore, when public authorities decide to delegate the provision of services to third parties – including social economy enterprises -, they must retain responsibility
for setting the legislative, regulatory and financial frameworks for
service policy.
Public budgets must ensure adequate financial support for the
provision of SGI, including social services, as this represents an
effective investment for and an essential element of cohesive and
resilient societies, in line with the Social Investment Package. SGI
are an essential component to ensure social and territorial cohesion
and a cornerstone of the European Social Model.
Member states and public authorities must ensure that nondiscriminatory universal access to quality, affordable and accessible
social services is guaranteed to all people living in Europe. Public
authorities also need to ensure that services are available throughout the whole territory of a country, including rural and remote
3
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regions and for target groups with multiple and complex social
needs.
One could wonder how public budgets can suffice to do this
in times of economic crisis. The availability of public budgets very
often depends, at least in the long run, on fiscal policies’ choices. In
fact, to ensure adequate public budgets for SGI, member states and
authorities should engage in fighting tax evasion and avoidance,
undeclared work and corruption in public administrations. At national level, authorities should also undertake a revision of their
taxation policies to ensure fairer redistribution.
Having said this, of course, sources of private funding can
complement public budgets, especially in the countries hit hardest
by the economic crisis. When private funders are involved, public authorities should ensure that donors and investors act in the
general interest and that private financing is subject to high transparency requirements.
Access to financing should be ensured throughout the whole
life cycle to support social economy enterprises both in the short
and long run.
A gender perspective should be included while developing a
financial ecosystem. One of the findings of the WEstart4 project
run by our member the European Women’s Lobby is that women
are more likely to start social enterprises than ordinary businesses.
Social enterprises seem to allow a better work-life balance for women than traditional jobs. Many women social entrepreneurs have
been motivated to start a social enterprise in response to personally
experiencing an unmet social need in their communities. In this
4

http://womenlobby.org/spip.php?rubrique440
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way women-led social enterprises bring about social innovation.
However, most of the women social entrepreneurs that were interviewed reported that the main barriers they encountered in setting
up and running their social business are difficulties in accessing
funds, lack of information about support structures and care
responsibilities.
Financial support must be coupled with non-financial support,
in terms of general guidance and business development support.
When it comes to women, support mechanisms should also aim at
strengthening women’s leadership and managerial skills starting
from enhancing self-confidence and increasing information and
availability of mentoring programmes and support structures.
The funding of work integration social enterprises (WISE)
varies a lot from one member state to the other. In some member
states they receive public funding, while in others public funding is
not available for this kind of activities. It has to be borne in mind
that some member states still lack legal and regulatory frameworks
for WISEs. Therefore, the majority of WISEs rely on a mix of private and public source of income. They very often have commercial activities, as they sell the goods and services produced by their
workers. In addition, they raise funds from foundations and other
private sources.
Therefore, public authorities, financial institutions and foundations should promote the use of hybrid funds that are composed
of both public and private funds. Existing good practices show that
the public sector can provide public guarantee schemes, so that
interest rates are lower and financial institutions or investors are
more willing to invest without expecting a high return.
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Another essential component of an adequate financial ecosystem is represented by favourable fiscal policies. Tax incentives both
to social economy enterprises, private savers and social finance
providers are very useful to support social economy enterprises in
their mission of general interest, as well as to attract private capital.
Now fiscal policies are more favourable to private investors than
to social economy enterprises themselves. This should be reviewed
in light of the competitive disadvantaged faced by work integration social enterprises, difficulties in accessing finance compared
to traditional businesses. The social value they create in addition to
the services they deliver, the goods and works they produce, should
also be considered.
Spotlight on public procurement, European Structural and Investment
Funds, Social Impact Bonds and private financing tools

Public procurement:
When it comes to the financing of social and health services
and of the social and professional integration of persons with
disabilities and disadvantaged persons, public procurement plays
a crucial role. The new public procurement directive provides
contracting authorities with a vehicle to achieve social and environmental goals.5
Public procurement can ensure a high level of quality in public
contracts for social and health services, also going beyond what is
required by law.
Public procurement can also foster employment opportunities for people who are far away from the labour market. This is
possible in different ways. Contracting authorities can restrict
5

See Social Platform’s guide “Public procurement for social progress”
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tendering procedures for works, goods and services to economic
operators that have as mission the social and professional integration of persons with disabilities and disadvantaged persons.
These operators include social economy enterprises. This option is
called “reserved contracts”. Employment opportunities can also be
achieved through the so-called social considerations. If contracting authorities use the Best Price-Quality Ratio to award offers instead of the lowest price or cost -, the latter can be evaluated by
weighting different criteria: social considerations, environmental
considerations, quality, innovation and price or cost.
A virtuous example is the decree that the city council of Barcelona
issued to require its contracting bodies to make use of reserved contracts and social and environmental considerations in award criteria
and contract performance clauses. With this decree, the city of Barcelona set the obligation to consider the use of social clauses and reserved
contracts the rule (and not the exception) in tendering procedures.
European Structural and Investment Funds:
European Structural and Investment Funds (ESIF) – particularly the European Social Fund (ESF) and European Regional
Development Fund (ERDF) – can play a transformative role in
shaping social services and social infrastructures that is additional
to the budgets of member states. In particular, better complementarities between ESF and ERDF allow the development of appropriate services around social infrastructures (for instance, renovation
of social housing and training of residents on how to save energy).
The new regulations of ESF and ERDF include measures aimed
at strengthening the institutional capacity of public authorities, as
42

Which adequate financial ecosystem for social economy enterprises?

well as of stakeholders, in planning, organising, delivering or commissioning social services. They also allow the experimentation of
innovation, and the promotion of anti-discriminatory access to
quality and accessible services.
Social Impact Bonds and other social finance tools:
Growing attention has been recently paid to Social Impact
Bonds (SIBs) as instruments to finance social projects and social
services. They differ from the classical public contract between
a public authority and a service provider, as in SIBs there are at
least one or two additional parties involved: an intermediary (or
so-called “delivery agency”) and one or more investors from the
private sector. The public administration makes a contract with the
intermediary in which it specifies what should be achieved in terms
of social outcome. The social intervention is carried out not directly
by the intermediary, but by one or more service providers that are
selected by the intermediary. The latter is also in charge of finding
one or more investors that would bear the financial risk of the intervention; they get paid back by the public authority only if the
intervention is successful, plus a return on the investment.
At Social Platform, we consider that SIBs should not be used to
finance social services in a mainstreamed way. However, in some
cases they can be a useful tool to test interventions and perhaps to
promote innovations, where government funding is not available.
Experts are divided on the question of whether SIBs will
improve social policy. Some highlight that SIBs bring innovation
to social services, while others argue that the innovative aspect
consists in the coordination and integration of different actors.
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Many think that SIBs allow for saving public money, because
public authorities pay only if the intervention is effective. If this
might be true in theory, SIBs are quite complex and the costs borne
by the public sector to put in place such systems are quite high, in
addition to paying returns. For example, Focus Ireland (a member
of our members FEANTSA and Housing Europe) is involved in a
SIB pilot project in Dublin to move 136 homeless families from privately owned emergency accommodation into sustainable homes
with social services support. After two years, the city of Dublin
hasn’t been able to find a suitable investor. Are investors really
ready to take the risk when the innovative aspect is high? This case
suggests that the answer is likely to be negative.
So far SIBs have a limited geographical scope. In the EU you
can find 29 SIBs in the United Kingdom and one experiment
each in the Netherlands, Germany, Belgium and Portugal. It is
doubtful that they will be easily picked up in countries in which
payment-by-results schemes are not in place. Finally, SIBs are clearly not suitable for small NGOs. It is difficult to put in place a SIB
where there is not a pre-existing relationship of trust between the
public authority, the provider and the investor. However, it is too
early to draw conclusions whether SIBs work or not. More time is
needed for testing them.
Other social finance tools:
The discussions at EU level regarding private finance to support social enterprises have mainly paid attention to social impact
investment (including SIBs), the European social entrepreneurship
funds (EuSEF) and the axis of the Employment and Social Innovation programme which is dedicated to social enterprises.
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In this last paragraph I would like to spend few words on other
instruments specifically designed for social economy enterprises
that have been developed in some member states by commercial
banks, ethical banks, cooperative banks and development or guarantee funds. These tools are not very well known at EU level, while
they seem to repond better to the financial needs of social economy
enterprises.
Some financial tools mobilise the savings of the population
and their use should be spread more widely. For example, with the
„social bonds” offered by UBI Banca in Italy6, citizens decide to invest their savings in obligations that are devoted to social projects;
symilar systems exist in France and Austria to mobilize savings for
social housing.
Development funds are set up by cooperatives to promote
and develop cooperatives and are funded by a percentage of cooperatives’ profits.7
Other interesting initiatives come from the social sector itself. If you look at the social housing sector, in most EU countries
public funding does not fully cover the costs involved in social
housing provision. On the contrary, access to private funding –
either through borrowing from banks or from capital markets –
is gaining importance in its financing. For instance, in England,
under the current Affordable Homes Programme, housing associations must finance 86% of the new construction cost for social
housing, as only 14% of the cost is covered by government grant.
Private borrowing used to be mainly from banks, but increasingly
housing associations are issuing bonds as a way to raise funding.
In the Netherlands, financing of new social housing projects by
housing corporations mainly consists of bank loans (about 70-80%
of the project cost on average), and housing associations’ own
https://www.ubibanca.com/page/ubicomunita-social-bond
See for example the Italian cooperative development fund set up by Law 59/92, CoopEst development
fund, the Italian CGM Finance Consortium.
6
7
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equity. The Dutch state and municipalities come only as a last
resort guarantor. In Finland, the social housing fund (ARA) grants
public guarantees and interest subsidies on loans provided by the
private sector for social housing construction.
In this article I have quoted only few initiatives. For sure, many
other initiatives and tools are available. The role of the EU should
be to gather them and promote the exchange of good practices
among member states.
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Abstract:
Nowadays there is a gap between financial expectations of social
ans solidarity (SSE) enterprises and the EU global supply in response
to finance both their activity and their capital requirements. Current finance is not tailored to long-term nor intangible assets and not
to not-for-profit organisations. Finance and investors have a transformative power on social business models and social and solidarity
economy enterprises. Long-term and proximity-based approaches
are necessary supports for Social and Solidarity Economy, so it may
stay people-centred.
Key words: SSE, social enterprises, finance, impact investing,
social investment, proximity, long-term.
The social and solidarity economy (SSE) is based on the sharing of objectives and resources within people-centred companies,
whereby groups of people develop economic solutions according
to their needs. Its takes various forms of collective member-based
enterprises (“SSE enterprises” as cooperatives, mutual societies and
associations) in the different EU Member States, according to their
cultural, social and political context.
For various reasons, there is also a growing attention to “social
enterprises”, businesses which, through trading goods and services
in private and public markets, can reach primary social and environmental objectives1 whatever their statutory forms.
It is sometimes assumed that the boundaries are now
blurring between public and private sectors, profit and not-profit, commercial and non-commercial, corporate social responsibility, new “profit-for-purpose societies”, social enterprises, social
and solidarity economy2. A market3 of social enterprises appears,
SPEAR Roger, (2015), “Mapping Social Enterprise in the UK”, Roger Spear, in “The Weight of the Social Economy, an international Perspective”, Marie BOUCHARD & Damien ROUSSELIERE eds, CIRIEC, Peter Lang.
British Council representative in the Conference “Social Entrepreneurs, Have Your Say”, Strasbourg,
17-18 January 2014.
3
YOUNG Dennis R. (2007), “A Unified Theory of Social Enterprise”, Working paper 07-01, Andrew
Young School of Policy Studies, Georgia State University.
1

2
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where standards, management and measurement tools, and, of
course, financial tools, have influence on the different national
frameworks and on the SSE hybrid business models themselves.
Finance and investors, whether organized on a local or an international level, have a transformative power on social business
models. This paper shows the gaps between the financial expectations of “SSE enterprises” and “social enterprises” and the supply
in response, for financing either their day-to-day activity or their
working capital requirements. It shows that the forms of SSE and
social enterprises which encounters the financial expectations
of private investors will be favored by the current “investment”
approach. It proposes some potential solutions so that Social and
Solidarity Economy enterprises may stay people-centred, which is
the central role they are expected to play.
1. The characteristics of sse enterprises financial needs : impact of
governance and activity

There is a large variety in social and solidarity economy and in
social entrepreneurship in Europe, which is positive and inspiring.
It covers different types of enterprises, with various governance,
activities, type of resources.
The Eusef regulation4 defines the “social enterprise” as an enterprise which
• “(ii)-has the achievement of measurable, positive social impacts as
its primary objective in accordance with its articles of association,
statutes or any other rules...where the undertaking: — provides
services or goods to vulnerable or marginalised, disadvantaged or
excluded persons, — employs a method of production of goods or
4
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services that embodies its social objective, or — provides financial
support exclusively to social undertakings as defined in the first
two indents”;
• (iii) “uses its profits primarily to achieve its primary social objective in accordance with its articles of association, statutes or any
other rules…which determine the circumstances in which profits
are distributed to shareholders and owners to ensure that any such
distribution of profits does not undermine its primary objective”.
The European Commission Social Business Initiative (2011),
by using the broader and much vaguer term “social business”5
overlooks the difference between: (a) capitalist type organisations
that aim to use social action as a vehicle of profitability (which we
suggest considering to be “social businesses”); (b) social enterprises that have a social dimension to their objectives, but which employ operational rules that help them achieve these objectives as
efficiently as possible (“social enterprises”) and (c) the other social
and solidarity economy initiatives that aim to change the dominant
economic process through the democratisation of the economy,
by adjusting their management methods in line with the specific
features of partnerships and with the member-based governance
methods that they imply (“social and solidarity economy”)6.
In all cases (a, b, c), “social” designates the characteristics of 1/
their “not-profit oriented” or “profit constraint” or “member-based”
structure and governance (iii) in the Eusef definition) or 2/ the ones
of their activity (ii) in the Eusef definition). Their financing requirements depend on both of these characteristics.
S ocial Business Initiative (SBI), October 2011, https://dm.eesc.europa.eu/EESCDocumentSearch; in the
French version of the SBI, ‘social business’ is translated by “entrepreneuriat social” ; “social entrepreneurship” is still another concept.
6
N. ALIX & M.de NANTEUIL eds, “For an economy of trust in Europe: The contribution of the Social
and solidarity economy – From crisis to social change”, 2014, L’Option n°33, Confrontations Europe.
5
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The financial impact of the “social” governance of the enterprise:
non or limited profit and member-based
All types of “social enterprises” are defined by the EU as enterprises which view profit making as a secondary objective. Consequently, their low profit margin will generally hinder them to
deliver any high capital gain to their investors or even to redeem
their original investment. In the European funds policy, their earnings are even automatically deducted from public funds. In many
cases, organisations such as mutuals and associations do not have
in their accounts any provision for the restitution of contributions
made by their members. Hence the venture capital or capital-risk
approach does not really suit them: when their investors withdraw,
they often must be replaced by others. This is the reason why, for
instance, France has organised a system based on participation
through solidarity-based investment funds open to retail savers
(including employee savings plan) to finance SSE enterprises: it is
more suitable and more appropriate for organising liquidity.
Moreover, collective “Social and solidarity economy enterprises”, such as cooperatives, mutual societies and non-profit
associations are characterised by a “non-capitalist” statutory and
asset-locked organisation: there is either no subscribed share capital or no speculative remuneration in the form of dividends and/or
the receipt of capital gains. They meet their economic and financial
obligations and financing in a sometimes multi-annual, or even
very long-term, operating cycle.
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The financial impact of the “social” dimension of the activity:
services of general interest, long term and internalisation of
social costs:
The financial resources of SSE and social enterprises include
“private market resources (sales), public market resources (contracts), non-market private resources (gifts) and public resources
(grants)7.
• In the field of production of social services8, all “customers” are
not able to pay for the full cost of the good or service provided. The European social protection model allow (in principle) to
all persons to have access to the services for all, through public
fundings or social security. This is the base for large partnerships
between SSE and public authorities to manage “Services of general economic interest” (SGEIs), specially Social Services of General
Interest (SSGIs) where public fundings range from 0 to 100 %.
Bringing equities to hospitals or other type of enterprises delivering social services deliver, were they manage by private, public or
non-profit sectors, do not necessarily provide their users with the
ability to pay the full costs.
SSGIs are often very capital and labour-intensive with a slow
and low return on investment: hospitals, social housing, facilities
for the elderly and the disabled, etc. The depreciable life of such
buildings ranges from 30 to 50 years, which reduces the burden
on the public purse and on users. In those “business” models, the
operating result (EBIT) is low and not distributed to shareholders. Investors, were they public, private or philanthropic, can only
expect low and long-term return on investment or no return at all.
 ECD (1999), Social enterprises, OECD Paris; ARTIS Amélie, BOUCHARD J.Marie & ROUSSELIERE
O
Damien, (2015) ”Does the Social Economy Count ? How Should We Measure it ?”, in “The Weight of the
Social Economy, an international Perspective”, op.cit.
8
See Eusef ’s definition of social enterprise, first case in ii): “provides services or goods to vulnerable
persons”.
7
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• “Inclusive enterprises”9 which produce any kind of goods or
services on the market have another characteristic. They do
not outsource their social and environmental responsabilities,
conversely to what capital companies often do to reduce their
costs. This has two consequences: their activity has often to
be supported by public policies; they are penalised by selection
criteria based on price effects.
Two more points have to be taken into consideration to address
SSE and social enterprises financial requirements:
• In healthcare, education, training and culture, innovation derives from use, innovative service provision and communication
between people, not just from technological breakthroughs. The
research and development needs of SSE are centred primarily on
intangible assets, with a different long-term perspective than in
other fields of activity;
• SSE and social enterprises are often decentralised. Efficient
sourcing supposes gathering information from sources on the
ground (social networks and consulting, bank branches, certified
accountants, .. ) rather than public agencies or external databases.
2. The eu financial supply in response: social (impact)
investment

The current EU reply to these needs is “investment” centered.
“Impact investing” as the solution for SSE enterprises?
Impact investing is pushed forward as an emerging conceptual
framework, a new way of tackling social questions in a new financial
9
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that embodies its social objective”.
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environment: the financial market players will meet the financing
needs of social players and help indebted states and weaken banks.
The European Union draws on the concept of social impact
in the wording of regulations intended to govern financing for
social undertakings. G8 has put “impact investing” on its agenda10
“to move the social impact investment market towards global scale
and sustainabiliy”. The aim is to create an international support
community, better understand market potential and move towards
“transparency and standardisation in impact measurement”.
The OECD is conducting studies to guide public action on these
questions.11
These new wave of impact investors claims that there is no
contradiction between “social” and “market” scaling up, on the
contrary12: social enterprises (which unfortunately are small and
have scarce money) should learn from business, especially from
“entrepreneur-led companies/venture capital” tandems, taking on
growth risks in order to confront more social problems. They will
progress through defining social impact objectives in accordance
with “impact investors”. The sum of these impacts will be beneficial
for society and will finance social investments when public funding become rarer. This invention is carried by powerful forces that
also support the idea that measuring the “social impact” of organisations is important for planning public action and the donations
market13.
The largest investment banks see “Impact Investing” as a new
class of assets14. Philanthropists and savers, to “make their money
“ Impact investment:The invisible heart of the market”, Social Impact Investment Taskforce established
under the G8 UK presidency, October 2014.
11
EC/OECD, (2014), “Policy Brief on Social Impact Measurement for Social Enterprises”, EC Publishing,
Luxemburg.
12
Revolutionising Philanthropy: Impact Investment, Sir Ronald Cohen, Chair of the Social Impact Investment Taskforce established by the G8, The Mansion House, Thursday 23 January 2014
13
A LIX Nicole & BAUDET Adrien (2013), “Impact investing: a factor of transformation of the social
sector in Europe”, 4th International CIRIEC Conference, Antwerp, www.ciriec-ua-conference.org
14
JP Morgan (2010) “Impact Investments, An emerging asset class, report”, Global Research, 29 November 2010
10
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meaningful”, want to give or invest money where it will be most
socially profitable, and States are seeking to attract such funds and
make social investment attractive at this time of highly constrained
budgets.
“Social risk”, considered as a cost compared to a “normal”
return, may be refunded by public resources or philanthropy. This
is why social impact has to be measured, according to ‘objective’
data. New methods are promoted so that social organisations
should define their social impacts in detail, then measure them in
monetary value, and finally, where possible, discount the cash flows
to present value, such that an expense can be linked to social gains
expressed in monetary terms15.
This private investment approach, which has been deeply analysed16, has two consequences :
• The appearance of investors – albeit social investors – in social
enterprises. Up to now, funders and banks have not been involved
in the governance of social enterprises. They decide whether or
not to grant a loan and lay down their conditions but, unlike equity investors, they do not sit on Boards of Directors to promote
their own management tools;
• Investments will be done by intermediaries of the financial market and fund managers, who manage other people money, to
whom they have to report. Having no specific expertise, they will
use a few indicators, the social impact being the third parameter
alongside risk and return on investment17.
S ee A Portfolio Approach to Impact Investment, 1 October 2012, JP Morgan, Global Social Finance
Research
CHIAPELLO Eve (2014), “Financialisation of valuation”, Human Studies, 37, n°4, 2014.
17
See http://www.confrontations.org/fr/conferences/2015/2335-puissance-et-limites-des-indicateursou-mesures-d-impact-objectifs-enjeux-acteurs-confrontations-et-institut-cdc
15

16
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“Social investment” as the solution for social activities?
To promote social innovation and more flexible social policies,
the EU 2013 Social Investment Package recommends to consider
some selected social actions as investments and not as mere costs.
The objectives of the SIP is to modernize the system of social welfare systems, through investing in people at all ages of their life.
Modernising means partnerships with a range of stakeholders, and
certainly completing public fundings by private capitals. Although
using similar words, the SIP is focusing on policy and the Social
Impact Investment on financing. In the middle of the discussion
are political choices and questions about measurement.
But not all impacts can be measured, especially not in the social sector. Often impact can only be described and not put into
absolute figures. Social impact goals defined ex ante to be measured
ex post have difficulties in coping with human capital, innovation
and very long-term investment. Measuring the outcomes of a public policy at a macro level -where the EU and the Member States intervene, mainly at the fiscal perspective- and measuring the result
of a specific project at the micro level are two different things, even
if the measurement at the micro-level are easier if the governments
objectives are clear.18
Social impact measurement may be used in three ways19:
• payment for success: the social organization and its “investor” get
incomes if it comes to its objectives ( in that way “social impact
bonds” allow social investment to become profitable);
• rating for social organisations, for their reputation, to attract
investments;
• classification in a fiscal perspective and/or for labels.
 ieve FRANSEN, Director for Social Policy and Europe 2020 in the Directory General Employment,
L
social affairs, vocational training and flexibility, Social Impact Investing and its role in the future social
public/private investments, continuing dialogue, Conference in EESC, Brussels, 16 February 2015
19
See Chiapello E. in http://www.confrontations.org/en/conferences-english/2015/2348-social-impactinvesting-and-its-role-in-the-future-social-public-private-investments-continuing-dialogue
18
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Payment for success can “bring substantial benefits, …but is
best suited for scaling proven programs rather than innovating,
and for supporting behavior change interventions rather than
providing social goods and services. Nonprofits that sign up for
scrutiny but fail to meet their targets could suffer real damage to
their reputations. And, a sector preoccupied with scaling what’s
already been shown to work may find itself starved of innovation.
Proceed with caution!20”.
These “investment” approaches will favor :
• The sectors which are growing fast to provide a snowball effect on
return on investment,
• The most “profitable” social enterprises,
• The SSE and social enterprises which activities can be measured
in a quantitative and at distance way, according to the private
large investors tools, to let them claim for fiscal incentives or public refundings in sectors where the return on investment is low.
Some social enterprises will win, other will loose. And gaps
will appear21.
3. Fill the gap for a long-term and a proximity-based approach:
social and solidarity finance

When linking financial needs and supply for SSE, two types of
needs appear
• filling the gap for long term, general interest, intangible assets
and not-for-profit organisations,
• promoting diversity in finance with Social and Solidarity Finance
and hybridation with public funds.
20
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CALLANAN Laura & LAW Jonathan Law, McKinsey & Company, (2013), “Pay for Success: Opportunities and Risks for Nonprofits”, Community Development Investment Review, Volume 9, Issue 1.
See http://www.confrontations.org/fr/conferences/2015/2347-le-role-de-l-investissement-a-impactsocial-dans-les-investissements-publics-et-prives

SSE Specific Needs and Financial Responses in the EU

Gaps towards long-term, general interest and intangible assets:
The EU, in its 3013 Green Paper (2013) and then 2014 Communication links Long-Term investment with general interest :
“Long-term investments have wider public benefits since they generate greater returns for society as a whole by supporting essential
services and improving living standards”.
But current procedures for selecting future investments are not
conducive to either long-term financing (choice of discount rate)
or intangible assets (choice of assets to be valued). For a century
now, the term “capital” no longer refers to a stock of goods, but to
a source of future revenue we have been calculating value on the
basis of future returns. This translates as calculating current net
-value using the discounted cash flow method. The managerinvestor – who is supposed to “act rationally” and to implement
reporting and rating systems – has an increasingly powerful role.
The evolution of the European context owing to the new
Basel III and Solvancy II regulations is crucial in this context. Credit
crunch may result from its cost in equities requirement. Up to now,
80% of the economy was financed by banks in Europe, 20% by the
financial market, the proportion being the contrary in the US. The
role of traditional banks is decreasing in financing the economy, in
favour of financial market, according to the US model.
The practical consequence is that the role of people in financial
institutions is decreasing. Reporting and rating are prevailing on
human experience, quantitative data bases and metrics on qualitative evaluation, experts on grass roots experience. A few suggestions can be made :
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• Incorporate long-term, “communs” and general interest criteria
into investment rating and selection systems and ajust the discount rate to a more intergenerational approach,
• Think long term to invest long term : incorporate long-term criteria into evaluation and decision making. For instance, research
projects should be evaluated not only on the basis of the number
of patents they produce, but also according to their contribution
to the public and open-source demain,
• Allow for experimentation within public policies and public/
private partnerships with SSE.
Promoting specific Social and Solidarity finance and hybridisation with public fundings:
One of the specificity of cooperative banks and ethic finance is
to rely on their members and clients experience to reduce the information asymmetry. Social and Solidarity Finance is composed,
as Social and Solidarity Economy enterprises, of member-based or
at least people-based organisations22. The cooperative banks and
ethical finance, promoting short supply chains, are able to explain
where the money comes from that where it goes, and, doing so,
to create trust. They are more likely to promote proximity and
intangible assets approaches.
Large development finance institutions do not have the managerial capacity to fund directly SMEs or micro-projects, specially
in social and Solidarity economy. The creation of intermediary
platforms more closely connected to the local actors concerned,
with cooperative banks and other proximity finance, could be in a
position to channel such concessional funds.
22
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Social innovation cannot be financed with data bases which
measure what is already known. We should not look in the rearview mirror instead on focusing on the road ahead. Not all social
investment requires a measurement in the sense of the Eusef. The
sum of social impact decided by private investors, were they philanthropists, does not correspond to the general interest. To guarantee that the social added value will be reinvested in social goals,
public regulation is needed. To take the not-for-profit sector on
board, public fundings and lon-term approach are still required.
To increase finance for sustainable development and Social and
Solidarity Economy, we not only need new and innovative private
means of finance, but also more sustainable public and financial
regulations. These are necessary condition to save the large diversity
of the socio-economic organisations.
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Definition

The purpose of solidarity savings is to meet the wish of the
individual savers to do good with their money and the financing needs of social enterprises, non-profits, and other beneficiary
organizations. Ethical banks, social investment funds and others
financial actors act as intermediaries between these stakeholders,
proposing traditional investment vehicles – savings, life insurance
accounts, investment funds, etc. – to which solidarity mechanisms
have been incorporated.
Social Investment and SRI (socially responsible investing) are
all too often confused and incorrectly used interchangeably, despite
being very distinct concepts. SRI is a method of selecting listed or
unlisted companies in which to invest, based on a combination
of the financial performance of the firms and their ability to face
social and environmental challenges. Social investing is a more
active approach of identifying investment opportunities in small
or medium-sized unlisted companies that were established with
the specific mission of addressing a persistent social and/or environmental challenge.
Introduction

Social finance can be found across Europe in a variety of forms,
such as Groenfonds in the Netherlands, social impact bonds in
Great Britain, and ethical banks in Germany and Italy. In France,
investments and financing that are based on a double bottom-line
of return – a clearly measured social and/or environmental impact in addition to a modest financial return – fall under the term
finance solidaire, that we will translate as solidarity finance.
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Solidarity finance was founded thirty years ago, in 1983,
when the first social mutual fund, Faim et Développement
(Hunger and Development) was launched by a cooperative bank
(Crédit Coopératif) on behalf of a Christian NGO CCFD-Terre
Solidaire, in order to provide access to credit for small businesses in
developing countries that were excluded from traditional banking
systems. During the same year, and inspired by the booming stock
market and the success of traditional investment clubs, groups
of private investors seeking alternative ways of managing local
community saving accounts convened to form the CIGALES clubs.
These stories help explain the unique applications of social
finance in France, based on a long-standing tradition of individuals gathering to support and promote socially and environmentally oriented projects and activities. Indeed, certain vehicles,
such as solidarity saving accounts, existed in France long before
the term social finance became mainstream. By 2014, more than
1 million individuals were actively involved in solidarity finance
(vs 40 000 or 50 000 a decade before), a figure that continues to
increase annually.
Developed for nearly 20 years without a special regulatory
framework, solidarity finance has been legally regulated in France
since 2001. In 1997, several years before this regulation was established, the first solidarity finance label in France was introduced to
enable the identification of solidarity financing vehicles available
through intermediaries, such as those offered by banks, investment
funds, insurance companies, mutual funds and employee saving
accounts.
Today, solidarity finance encompasses all financial opportunities that allow individuals to invest directly or indirectly in a
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project or social enterprise with a strong social and/or environmental objective.
The processes of solidarity savings

In practical terms, a solidarity savings product is a “classical”
saving product with at least one process of solidarity saving mechanisms: social investment and sharing products.
A sharing product is a saving product which part of – or all
of - the interest earned is donated to an NGO or association partnering with the saving product. These products are usually sold
by banks to retail customers. This form of donation, through savings, is sought by associations because it grants them a perennial
resource and enables to support their beneficiaries in the long run.
But solidarity finance is primarily a social investment. Money
deposited into a solidarity saving product is used to finance
activities that have high social or environmental benefits, via debt
or equity investments. These solidarity investments are generally
made directly by the organization that has collected the solidarity
savings - most often a financial institution – to the final beneficiary
(a company or an association that generates high social or environmental benefits). Other investments are realized through intermediaries, the solidarity investors, which are experts in financing
activities with important social benefits. They support these activities by providing long-term financial support in addition to technical support, particularly for companies that are in a launching
process. Some of these investors raise money directly from the savers themselves. Lastly, the investment might be executed directly by
the savers themselves, who purchase shares of a social enterprise.
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Total assets

6.84 B € of
solidarity finance

Investment
Vehicle

Distribution

Total Assets
per Investment vehicle

Details

Saving
accounts

Banks,
Insurance
companies

1,1 B €

two possibilities:
• f unds are used to invest directly in
social enterprises
• i nterest payments from funds : 25 to
100% of the annual interest payment
is donated to an NGO or an association.*

Solidarity
funds

Banks,
Corporate
employee
saving
schemes,
Funds

5B€

Mutual funds: 90 to 95% of the portofio is invested in stocks and bonds of
listed companies and 5 to 10% in solidarity oriented companies.*

Direct
investments
(shares,
bonds)

Social
enterprises

474 M €

Purchasing shares or bonds offered
by a social enterprise: individuals can
invest directly in social enterprises, in
order to assist them in their growth
and development. According to European rules, those engaging in this type
of activity are entitled to a reduction
in income tax .*

miscellaneous

Banks,
insurance
companies,
mutual
funds

255,8 M €

Life insurance, saving accounts

Source: Baromètre de La Croix – Finansol. Figures from 31 december 2014
*
French and European legislation

The « 90-10 » funds: the solidarity employee savings

In 2001 and in 2008, public authorities passed regulations
requiring companies to propose at least one solidarity fund among
their employee saving schemes. These measures were crucial steps
in the development of the visibility of solidarity savings. With
its 900 000 savers, solidarity employee savings is the category of
products which has grown the fastest lately.
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These funds are generally called « 90-10 funds » because they
are characterized by the obligation to invest between 5 and 10 %
of the fund’s assets in social companies. It is a regulatory ratio to
which the managers of the solidarity funds have to comply. Moreover, the remainder of the portfolio, which is between 90 to 95 %
of the outstanding, is invested in listed assets on the regulated market, mostly selected, in addition to a financial analysis, according to
non-financial SRI criteria (social, environmental and governance).
The success of the “90-10” funds demonstrates the importance
of giving more visibility to solidarity savings. Ever since companies
providing employee savings have been legally required to include a
solidarity fund among their product offering to employees, social
finance has known a significant growth with a very low cost to the
government.
Solidarity shareholders

Looking for financial support directly from the general
public is becoming increasingly interesting, if not crucial, given the
rapidly diminishing government subsidies. Given this, some social
enterprises are choosing to pursue opportunities to receive direct
investments from private individuals.
This allows them to increase their working capital. The business models of the companies that benefit from solidarity savings
are based on diversified financial resources. Some of their activities
require substantial funds, notably in the real estate and land management sectors (for example, highly social housing, agricultural
projects, etc.). This is even more apparent in areas where the financial pressure on housing is high. This resource also guarantees the
independence of the project, thanks to more diversified categories
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of shareholders: In 2014, most of the social companies’ capital was
composed of legal entities (60% on average) vs private individuals
(40% on average).
The social shareholders – who might represent thousands of
people – benefit from fiscal measures linked with venture capital, regulated by European texts. Social companies have access to
the same measures related to “aid for financing risk-taking” as
“classical” companies.
One may regret that these measures do not take into account
the specificity of the social companies (general interest activity,
non-profit orientation, etc.). But the fiscal evolution of the last few
years – in particular covered by the GBER (General Block Exemption Regulation) – has had unprecedented consequences on the
ability of the companies to use the savings of the French people.
Despite this, the savings orientation of the citizens and the
social shareholders represent a great opportunity, notably to reach
the energy transition goals.
To ensure solidarity and transparency: the langage of truth

Since solidarity finance is based on the savings, it is necessary
to ensure both solidarity and transparency of investments.
Social enterprises
In order to better understand how solidarity savings are used,
the legislator had to identify the specific social companies that can
benefit from this type of financing. This demanding procedure
was necessary to ensure to the solidarity saver that his/her saving
achieved a solidarity purpose.
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Social enterprises and others wishing to receive financing from
solidarity finance vehicles must first receive an administrative seal
of approval (renewable every five years). The company or fund can
have any legal form, but must respect the following criteria:
• Companies from the Social and Solidarity Economy
• Sustainable business model
• Primarily engaged in socially-oriented activities
- addressing the needs of populations or communities at risk :
long term unemployed people, those living in unstable housing
conditions…
-
developing sustainable activities that contribute to solde
environmental concerns: renewable energy, organic farming...
• Limited profitability: Profit can and should be expected, but
mainly as a way of further expanding the company’s growth,
rather than being an objective in itself
- at least 50% of the profit should be re-invested in the company,
remaining profit can be distributed to investors
- reasonable salary compensation, including at the executive level
Finansol label
In 1997, the Finansol label was introduced in order to identify the various solidarity financing vehicles available in France
through intermediaries, such as those offered by banks, investment
funds, insurance companies, mutual funds and employee savings
accounts, to name a few. The label is granted by an independent
committee of 12 members, co-opted for their expertise in finance,
and their knowledge about social finance in particular.
Largely based on transparency and solidarity criteria, in addition to several management aspects, the label provides security
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for solidarity-oriented investors that the assets they place through
intermediaries will indeed serve to finance projects with strong
social and/or environmental impact.
The number of labeled products and vehicles continues to
increase annually, indicating a positive trend in solidarity
financing in France. In 2014, the Finansol label was awarded to its
135nd recipient.
Exemples of 2 social enterprises
VITAMINE T
Financing: socially-oriented employee savings plans
VITAMINE T Group is a holding company whose subsidiaries
promote inclusive policies and work reintegration activities for men
and women who have been removed from the labor market for a
long period of time (long-term unemployed, recently out of prison,
youth with little to no work experiences, etc). With 12 businesses and
2 800 employees (1 800 of whom are involved in work reintegration
activities) and an annual turnover of 50 M€, VITAMINE T is the
leader in its field in France. Industries in which the Group operates
include: organic farming, creation and maintenance of public spaces,
environmentally friendly transportation, and recycling of household
electronic waste.
Entreprendre pour Humaniser la Dépendance (EHD)
Financing: shares of the company
EHD is a network of shelters that provide a safe haven and care
for those in need, by renovating buildings intended to house older
persons with very low income levels who are no longer self-sufficient
(often with physical, mental or social handicaps). This social enterprise subsidizes rental prices, provides temporary housing options
for those in transitional contexts, and arranges permanent housing
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options in institutions with strong healthcare facilities for those in
need of constant attention.
The incentive to enhance the growth of the solidarity finance sector

French social finance stakeholders have set an ambitious goal
for the coming decade: ensuring that at least 1% of all financial
assets of French citizens (around 4 000 billion Euros in 2014) be
invested in solidarity finance vehicles. In order to achieve this goal,
Finansol advocates, on behalf of its members, the maintenance of
specific tax benefits and the promotion of savings vehicles easily
accessible for all, in order to motivate and foster the continued
growth of the solidarity financial sector.
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Perspective historique

Lors de sa fondation en 1971, l’actuelle Caisse d’économie solidaire Desjardins (CECOSOL) plaçait au cœur de son intervention
le développement de projets collectifs porteurs de transformations
sociales. Ce faisant, cette institution financière d’origine syndicale
était un véritable pionnier de ce qui allait être associé plus tard
à la finance solidaire, une des différentes pratiques de la finance
socialement responsable (FSR) contemporaine1. Depuis la création
de CECOSOL, le Québec a vu l’émergence d’un grand nombre
d’initiatives financières souvent originales, parfois inspirées
d’expériences vécues ailleurs, tantôt menées par la société civile,
tantôt par l’État, parfois en partenariat, ayant toutes en commun
le but d’intégrer dans les décisions de placement, d’investissement
ou d’aide financière des considérations éthiques, sociales, socio
économiques, environnementales ou de gouvernance. Sans en faire
une liste exhaustive, mentionnons les fonds de travailleurs (Fonds
de solidarité-FTQ2 en 1983 et Fondaction-CSN3 en 1997), le crédit
communautaire (à partir de 1990), le Réseau d’investissement social du Québec (1997), les différents fonds locaux de développement
(à partir de 1998), Filaction (2001), Capital régional et coopératif
Desjardins (2001), la Fiducie du Chantier de l’économie sociale
(2007) et Alliance Coopération (2012). Ces initiatives ont contribué à accroître sensiblement la portée de la FSR dans l’ensemble du
Québec.
 ne note de recherche sur la FSR fait remonter les origines de celle-ci aux croyances religieuses et donc
U
à des temps immémoriaux (Campeau et collab. 2012). Aussi, il apparaît utile de parler de FSR « contemporaine » pour les pratiques financières reposant sur des convictions sociales et politiques exprimées à
partir des années 1960.
2
L a Fédération des travailleurs et travailleuses du Québec (FTQ) est la principale centrale syndicale du
Québec, avec plus d’un demi-million de membres, près de 40 syndicats nord-américains, canadiens et
québécois affiliés et 5 000 unités de base.
3
L a CSN est la seconde centrale syndicale du Québec. Créée en 1921, elle regroupe actuellement environ
300 000 membres répartis dans près de 2 000 syndicats présents dans 4 400 lieux de travail. La CSN
regroupe 8 fédérations sectorielles et 13 conseils centraux basés sur un découpage territorial.
1
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Rapprochant les acteurs de la FSR au Québec, le dynamisme de
ce secteur et la culture partenariale ont fait naître dès 2002, au sein
de l’Alliance de recherche universités-communautés en économie
sociale (ARUCÉS) et du Chantier de l’économie sociale, l’idée de
créer un partenariat portant sur le capital de développement et la
finance solidaire, qui forment, nous le verrons plus loin, une
importante composante de la FSR au Québec. En décembre 2009,
une organisation sans but lucratif est née de cette initiative : CAP
finance, le Réseau de la finance solidaire et responsable. Sa mission
est triple : 1) promouvoir et développer la finance solidaire et le capital de développement; 2) développer l’expertise des professionnels
du Réseau; 3) faire la promotion de l’investissement responsable
auprès du grand public et des parties prenantes4. Actuellement,
c’est autour de CAP Finance que gravitent les organisations et les
intervenants parmi les plus engagés à la fois dans la réflexion et les
différentes pratiques intéressant la FSR au Québec.
Les composantes de la fsr au Québec

Il existe différentes façons de définir et de présenter les composantes de la FSR. Au Québec, l’approche la plus courante s’appuie
sur les réflexions menées en leurs temps à l’Alliance de recherche
universités communautés en économie sociale (ARUC-ÉS), dans
des organisations créées à l’initiative de la Confédération des syndicats nationaux (CSN) et, plus récemment, au sein de CAP Finance.
Parmi les contributions utilisées comme référence sur la
FSR, le Portrait de la finance socialement responsable au Québec,
produit en mai 2007, est très utile. Ce portrait soulignait les faits
saillants d’une recherche réalisée par l’ARUC-ÉS. Reposant sur une
première enquête conduite auprès d’organisations représentatives
des différentes composantes de la FSR, la démarche a permis aux
4
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auteurs de s’interroger sur les divers classements utilisés en FSR
et d’effectuer des rapprochements entre les pratiques intéressant
l’économie sociale et solidaire, répandues surtout dans la francophonie, et le Socially Responsible Investment (SRI) des milieux anglophones. La synthèse conceptuelle produite en 2007 a été raffinée
en 2010 au moment de la réalisation d’une seconde enquête visant à
dresser un nouveau portrait de la FSR au Québec.
La typologie retenue dans les portraits de 2007 et 2010 permet
de distinguer deux grandes composantes de
la FSR au Québec :
• le placement responsable,
• l’investissement responsable.
Le placement responsable concerne des investisseurs institutionnels et des gestionnaires d’actifs dont l’évaluation de titres sur
les marchés financiers tient compte de considérations extrafinancières (tamisage par inclusion ou exclusion selon un ou plusieurs
critères sociaux, environnementaux et de gouvernance). L’activisme
actionnarial (votes, dialogues ou résolutions d’actionnaires) relève
également de cette composante. Pour le portrait 2010 de la FSR au
Québec, les auteurs ont associé des caisses de retraite, des compagnies d’assurances, des fondations et des communautés religieuses
aux « investisseurs institutionnels », alors que des sociétés de gestion, des manufacturiers de fonds de placement et des fonds de capital de développement effectuant des placements sur les marchés
financiers définissaient les « gestionnaires d’actifs ».
L’investissement responsable fait référence au capital de développement et à la finance solidaire. Au Québec, l’investissement
responsable serait en partie l’équivalent francophone de l’Impact
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Investment dans la mesure où il regroupe des organisations privées
et des sociétés d’État qui font du financement direct – généralement
sous la forme de prêts de capitaux propres ou de quasi-capitaux
propres – en poursuivant des objectifs à impacts socio-économiques :
soutien au développement des communautés, création d’emplois,
développement durable, etc.
Au Québec le capital de développement prend la forme de
capital de risque. Les principales organisations concernées sont les
fonds de travailleurs (Fonds de solidarité FTQ et Fondaction CSN),
Capital régional et coopératif Desjardins, la société d’État Investissement Québec, des fonds privés et publics et différents 4 fonds
spécialisés, régionaux et locaux, capitalisés le plus souvent de
manière hybride (les fonds locaux par exemple).
Au Québec, la finance solidaire fait référence au financement
d’entreprises collectives (organisations à but non lucratif et coopératives) par l’offre de prêts et de produits s’apparentant à du capital
de risque. Parmi les institutions financières actives dans ce segment, la plus importante demeure la Caisse d’économie solidaire
Desjardins. Mentionnons aussi le Réseau d’investissement social
du Québec-RISQ et la Fiducie du Chantier de l’économie sociale.
Notons que la majorité des organisations offrant du capital de
développement sont également actives en finance solidaire, dans la
mesure où les produits offerts aux entreprises de l’économie libérale ont un équivalent pour les entreprises de l’économie sociale
et solidaire. Finalement, cette sous-composante de l’investissement
responsable inclut aussi le crédit communautaire visant l’insertion
socioéconomique par des initiatives entrepreneuriales. Au Québec,
le crédit communautaire compte de nombreuses organisations
oeuvrant généralement à l’échelle locale. Plusieurs sont regroupées
au sein du Réseau québécois du crédit communautaire.
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Aux deux grandes composantes de la FSR au Québec établies
dans les portraits de 2007, 2010 et 2014, d’autres pratiques de financement plus récentes peuvent s’ajouter. Ainsi, les fondations, au-delà
de leurs interventions philanthropiques, jouent un rôle dans le soutien ciblé de projets dans les communautés, surtout sous la forme
d’investissements liés à la mission par des prêts solidaires. Aussi
proposons-nous d’introduire les investissements liés à la mission à
cette présentation de la FSR, dans la mesure où celleci vise de plus
en plus les interventions ciblées.
Finalement, les initiatives de financement participatif (crowdfunding) ou de socio-financement au bénéfice d’organisations
collectives formeraient une autre composante de la FSR, même si
l’éventail des causes en recherche de soutien demeure très large.
Depuis la création de la plateforme d’ODE Technologie en 2002
afin de faciliter la collecte de fonds par des fondations et des
organisations à but non lucratif, d’autres initiatives du Québec
sont apparues sur la toile (notamment La Ruche, Haricot, La Plèbe,
Ecloid*, Yoyomolo et, plus récemment, Ulule). En outre, d’importantes plateformes, comme Indiegogo.com gérée depuis San Francisco, permettent de mettre en relation des besoins de financement
et des donateurs ou investisseurs du monde entier. À ses débuts au
Québec, le financement participatif visait essentiellement à recueillir des fonds à partir de dons et de préventes. L’Autorité des marchés
financiers (AMF) encadre dorénavant le financement participatif
« en capital », qui sollicite des fonds en échange de titres de créance
ou de participations aux bénéfices (parts et actions). Les dons et la
prévente ne sont pas encadrés.
Dans une tentative de faire une description synthétique de
la FSR au Québec, nous présentons aux pages suivantes une
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arborescence de sa structure selon ses quatre principales composantes, soit le placement responsable, l’investissement responsable,
les investissements liés à la mission et le financement participatif (figure 1). Nous présentons ensuite une matrice associant la
nature du financement de la FSR, qui s’étend sur un continuum
passif-avoir (des prêts avec garanties aux apports et dons), et les
principales pratiques dominantes regroupées selon ces quatre
grandes composantes. L’usage de pictogrammes permet de faire le
lien entre la nature du financement et les pratiques, en précisant les
considérations entrant dans la prise de décision (tableau 1).
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Figure 1 : S tructure de la finance socialement responsable au Québec
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Tableau 1 : La FSR au Québec, pratiques dominantes et nature du financement
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Financement de l’économie sociale et solidaire au Québec

Au sein de la composante investissement responsable de la
FSR, la finance solidaire occupe une place spécifique. Rappelons
que la finance solidaire concerne le financement des OBNL et des
coopératives tout comme les différentes initiatives rassemblées sous
l’expression « crédit communautaire ». Même si cette catégorie
occupe une place modeste dans l’ensemble des actifs de la FSR
au Québec (moins de 1 % selon le portrait de 2010), il demeure
que, dans les faits, les entreprises d’économie sociale et solidaire
disposent d’une importante structure d’appui compte tenu de la
taille de l’économie du Québec : des services bancaires complets,
du financement bancaire, de l’investissement communautaire et du
capital de développement et, finalement, de l’aide financière non
remboursable (figure 2). Au Québec, le soutien à l’économie sociale
et solidaire est apporté le plus souvent de manière partenariale.
Aussi est-il courant que différents acteurs de la finance solidaire
conjuguent leurs interventions pour permettre la réalisation
de projets dans ce secteur. À cet égard, rappelons que plusieurs
partenaires participent à CAP Finance.
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Figure 2 : Le soutien à l’économie sociale et solidaire au Québec

Le schéma de la figure 2 illustre la variété d’organisations
actives dans le soutien à l’économie sociale et solidaire au Québec.
Cette pluralité d’intervenants permet également l’offre d’une large
gamme de produits financiers. Le continuum passif-avoir qui
prévaut pour la FSR au Québec s’observe également pour le financement de l’économie sociale et solidaire (figure 3).
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Figure 3 : L
 e financement de l’économie sociale et solidaire
au Québec

La grande diversité de produits financiers, allant des prêts avec
garantie aux dons et subventions, permet aux entreprises d’économie sociale et solidaire de choisir des sources de financement ayant
des effets très différents sur leur bilan (du passif à l’avoir). Ces possibilités favorisent les effets de levier, l’approche partenariale et le
partage des risques entre financiers. Cette diversité dans les produits se traduit aussi par différentes perspectives d’analyse pour
les organisations engagées dans le soutien à l’économie sociale
et solidaire. Si l’impact des initiatives et causes soutenues – leur
« utilité sociale » – est une considération commune à tous les intervenants dans leur prise de décision, la démonstration de la rentabilité financière intéresse plus particulièrement les organisations
dont les fonds sont remboursables. Enfin, la possibilité de prendre
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des garanties réelles est un élément central de la gestion des risques de crédit pour une banque ou une coopérative d’épargne et
de crédit. Dans certains financements de capital de développement,
la garantie réelle pourra être un élément complémentaire dans les
considérations de l’analyse tout en restant subordonnée au financement bancaire.
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Le rôle des pouvoirs public dans le financement de l’économie sociale et de l’entreprenariat social

1. Des entreprises à part entière….

Le caractère « mixte » des entreprises sociales en termes
d’objet (social et économique) et de ressources (paiement par le
client ou l’usager direct, plus éventuellement par un « tiers payant
», Etat et collectivité), ainsi que les statuts spécifiques de certaines
d’entre elles (associations et coopératives, en particulier, qui ne
lient pas détention du capital et accès aux résultats de l’entreprise)
expliquent certaines spécificités (voire difficultés...) rencontrées par
ces entreprises pour financer leur développement :
• le modèle « classique » du capital investissement est difficilement
applicable pour les financements de haut de bilan en direction
des associations et coopératives, du fait de l’absence ou de la
faiblesse des perspectives de plus-value. Il peut par contre être appliqué au financement des entrepreneurs sociaux, lorsqu’ils créent
leur entreprise sous statut commercial, moyennant une prise en
compte dans les processus d’investissement, d’accompagnement
et de sortie, des objectifs d’impact social de l’entreprise financée,
• Les banques sont elles-mêmes parfois réticentes à prêter à moyen
terme à ces structures, du fait d’une difficulté à analyser le
risque encouru face à des modèles économiques novateurs, aux
ressources hybrides, combinant avec la recherche d’efficacité
économique, des objectifs sociaux.
…Alors même que ces entreprises, lorsqu’elles sont souvent
bien gérées, sont tout à fait à même de dégager la capacité d’auto
financement indispensable pour accéder à ce type de financement.
…Mais présentant des spécificités en terme d’accès au
financement
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Ces spécificités en matière d’accès au financement se manifestent par :
• La faiblesse du haut de bilan de certaines entreprises sociales, qui
génère des problèmes récurrents de trésorerie, par insuffisance
du fonds de roulement, alors même qu’une part importante de
leurs ressources d’exploitation peut être versée avec des délais
de paiement très longs (subventions de l’Etat et des collectivités,
ou paiement de prestations réalisées pour leur compte et surtout
subventions européennes, souvent versées en France avec plus
d’un an de délai !).
• Et parfois, des difficultés à financer leurs investissements, et donc
à se développer à moyen terme.
Les entreprises sociales ont donc un besoin important de
financements structurants, en particulier en fonds propres ou quasifonds propres, à même de faciliter leur développement. Ce secteur mérite d’être appuyé par des opérateurs financiers qui seront
d’autant plus efficaces dans cette mission, qu’ils seront en phase
avec les objectifs de recherche d’impact des entreprises sociales.
Ces entreprises :
• Sont généralement solvables (en capacité de rembourser à moyen
terme les apports financiers effectués, plus des produits financiers
« raisonnables »), mais ne visent pas du fait de leur objet social, à
dégager des plus-values financières importantes.
• Génèrent une forte plus-value en termes de cohésion sociale et constituent, dans des secteurs tels que l’insertion professionnelle des
personnes en difficulté et des personnes handicapées, la culture
et le sport pour tous, la prise en charge des personnes âgées ou de
l’enfance défavorisée, l’ossature même des dispositifs de cohésion
sociale dans certains pays de l’Union Européenne. Elles sont aus94
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si capables d’innovation, et de proposer des solutions nouvelles
aux problématiques sociales fortement évolutives de nos pays
occidentaux.
• Apportent une contribution nette largement positive à la richesse
des pays de l’Union (les ISBL – institutions sans but lucratif –
dégagent ainsi une valeur ajoutée égale à 3 % du PIB français,
selon l’INSEE).
2. Encourager la création d’un écosystème de financement soutenant le
développement des entreprises sociales

La constitution, dans chacun des pays de l’Union Européenne, d’écosystèmes complets dédiés à faciliter le financement
structurant des entreprises sociales (mobilisation possible par les
entreprises sociales de fonds propres, quasi-fonds propres, prêts
bancaires à moyen terme, concours bancaires court terme…sur
une large gamme de montants – de quelques milliers d’Euros à plusieurs millions, suivant le stade de développement de l’entreprise),
est un véritable facteur de facilitation du développement de ces
entreprises.
Il ne s’agit bien entendu pas du seul facteur en jeu dans le développement des entreprises sociales. On peut citer l’importance,
par ailleurs :
• De l’existence d’un système de formation, portant à la connaissance des étudiants, l’existence de cette forme particulière d’entreprendre qu’est l’entreprenariat social, en les incitant à se lancer
dans cette voie par exemple à travers des chaires d’enseignement
dédiées dans les business schools et les universités,
• De la constitution de réseaux de soutien à l’émergence et au
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changement d’échelle des entreprises sociales (programmes
d’incubation dédiés, programmes d’appui au changement
d’échelle et d’accompagnement vers le financement…)
• Et au-delà, d’une volonté des autorités publiques (au niveau
national comme au niveau territorial), de confier aux entreprises
sociales la prise en charge de problématiques au croisement de
l’économique et du social : prise en charge des personnes âgées
et des jeunes enfants, emploi de personnes handicapées, insertion professionnelle des chômeurs de longue durée, ex-détenus,
migrants, etc…
Mais concentrons-nous ici sur l’écosystème financier, qui est
bien entendu très important pour permettre le développement de
ces entreprises sociales.
Dans les pays dans lesquels cet écosystème est peu développé, les Etats peuvent jouer un rôle déterminant pour susciter, et
appuyer, le développement d’un écosystème financier à même de
soutenir le développement de ces entreprises.
3. Deux cas d’école d’implication de la puissance publique :
France et Grande Bretagne

Les entreprises sociales ont un objet hybride, économique et
social, et mobilisent souvent des ressources hybrides, publiques et
privées. De la même façon, leur financement aux différents stades
de leur existence, quel que soit leur statut, est parfaitement possible
dès lors qu’est mobilisée une combinaison intelligente de :
• capitaux privés, parfois spontanément, et parfois suite à des
incitations publiques (cf ci-dessous les exemples français et
britanniques)
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• et de capitaux publics ou « quasi-publics » (comme les fonds en
déshérence en Grande Bretagne, ou les programmes de soutien
au développement de l’économie sociale et solidaire de la Caisse
des Dépôts, en France).
Les deux pays dont les écosystèmes de financement des
entreprises sociales sont les plus riches en Europe aujourd’hui,
sont probablement la Grande Bretagne et la France, résultat de
plus d’une décennie de développements, qui ont suivi des chemins
différents dans les deux pays, mais qui présentent une caractéristique similaire : dans les deux cas, l’Etat s’est fortement impliqué
pour que se créent les outils financiers nécessaires pour soutenir le
développement des entreprises sociales.
Le tableau ci-dessous compare la façon dont sont mobilisés les
fonds publics et privés pour le financement des entreprises sociales
des deux pays :
France
• Mobilisation de fonds publics/parapublics :

Grande Bretagne
• Mobilisation de fonds publics/ parapublics

Dotation par l’Etat des fonds de garantie L’Etat dote directement certains fonds d’investisse(BPIfrance et France Active) facilitant la mobilisa- ment dédiés aux entreprises sociales (notamment
tion des banques et des investisseurs fonds propres, ceux confiés en gestion à SIB Group)
par partage du risque
Sur décision de l’Etat, création et dotation de Big
Dotation par la Caisse des Dépôts de fonds d’amor- Society Capital, investisseur « grossiste » à vocation
çage et fonds de contrat d’apport associatifs (France structurante, par les fonds en déshérence (2/3), et
Active), et création par Bpifrance et les Régions du par des banques (1/3). Big Society Capital investit
Fonds National pour l’Innovation Sociale (FNISO) lui-même dans des fonds de capital investissement
pour financer par avance remboursable les projets et de prêt à destination des entreprises sociales,
mais aussi dans des fonds dédiés à porter des finansocialement innovants.
cements innovants (Social Impact Bonds et Social
Investissements possible des banques publiques Bonds), et dans des « infrastructures » de l’éco(Caisse des Dépôts, BPIfrance) dans les fonds d’in- système de financement des entreprises sociales
vestissement dédiés au financement des entreprises (Social finance, Clearly So, Social Stock Exchange).
sociales et à fort impact social. La contribution
de ces banques à l’ « amorçage» de fonds dédiés à Création de programme d’accompagnement vers le
financer les petites et moyennes entreprises financement des entreprises sociales « Investment
sociales (Caisse des Dépôts dans la SIFA) ou les
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coopératives (BPIfrance dans Impact coopératif),
aura notamment été déterminante. L’investissement du FEI (SIA) est aussi utile, mais centré sur
les fonds de capital investissement dédiés aux entreprises commerciales à impact social

readiness »), sur dotations de l’Etat ou de fondations contrôlées par l’Etat (Big lotterie Fund). Des
versions « régionalisées » de ces programmes, assurent un accès à ces programmes, y compris à de
petites entreprises sociales.

• Mobilisation de fonds privés régulée par l’Etat :

• Mobilisation de fonds privés régulée par l’Etat :

Obligation pour les gestionnaires d’épargne salariale de proposer des fonds solidaires « 90/10 », et
d’en investir 10% dans les entreprises sociales et solidaires (statuts associatifs, coopératifs et sociétés
commerciales à forte utilité sociale et lucrativité «
encadrée ») ou dans des intermédiaires financiers
dédiés. Les fonds salariaux solidaires ont collecté
à ce jour plus de 4 Md€, rendant disponibles près
de 400 M€, à investir dans les entreprises sociales.

Les « Social Impact Bonds » sont émis sur commande de l’Etat ou de collectivités publiques, avec
une forte mobilisation sur ce sujet du Cabinet Office du premier ministre. Objectif : faire préfinancer par des investisseurs privés des programmes
sociaux innovants, ces investisseurs n’étant remboursés avec intérêts par l’Etat ou la collectivité que
si un certain niveau d’impact social, et d’économie
pour la puissance publique, est atteint.

• Mobilisation de fonds privés :

• Mobilisation de fonds privés :

Création de fonds d’investissement à impact social,
dotés par des investisseurs privés (institutionnels
ou particuliers) ; ils sont parfois co-dotés par la
Caisse des dépôts, BPIfrance ou le FEI (ainsi la
SIFA mobilise environ 90% de fonds privés, Comptoir de l’innovation 95%, le fonds Impact coopératif 75% ….etc). 300 M€ ont aujourd’hui été investis
dans ces fonds par le privé.

Création de fonds d’investissement dans les entreprises sociales, de fonds investissant dans des
« Social Impact Bonds » ou dans des « Social Bonds »,
dotés par des investisseurs privés . Ils sont quasi-systématiquement co-dotés jusqu’à hauteur de
50% par Big Society Capital, qui encourage ainsi
fortement le développement d’un éco-système de
financement des entreprises sociales mobilisant
des capitaux privés

4. L’Union Européenne doit soutenir dans les pays de l’Union, la mise en
œuvre de programmes structurants pour le financement des entreprises sociales

Les exemples français et anglais montrent qu’une implication durable et diversifiée de la puissance publique, peut avoir une
contribution décisive dans la constitution d’écosystèmes de
financement des entreprises sociales, mobilisant in fine largement
des capitaux privés.
En mobilisant les fonds structurels européens pour soutenir
les pays de l’Union dans la constitution d’écosystèmes de financement à même de soutenir le développement des entreprises sociales,
la Commission Européenne peut avoir un impact très significatif
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sur le développement des entreprises sociales dans ces pays, et ce
quel que soit leur statut : « non profit », coopératif, entreprise
commerciale….
La constitution de ces éco-systèmes pourra utilement s’inspirer des « bonnes pratiques » existantes au sein de l’Union, et des
éco-systèmes déjà existants dans certains pays (cf ci-dessus, les cas
français et anglais).
5. Un excellent exemple de mobilisation de Fonds Européens : le Portugal

A cet égard, un exemple très intéressant est la constitution récente au Portugal d’un Fonds doté de 150 M€ de fonds structurels européens (FEDER), « Portugal Inovaçao Social », auquel a été
confié par le gouvernement la mission de piloter le développement
du marché de l’investissement à impact social au Portugal sur les
5 prochaines années.
Portugal Inovaçao Social a lancé début 2015, un ambitieux
programme visant à susciter l’émergence d’acteurs :
• investissant en fonds propres et en dette subordonnée dans les
entreprises sociales,
• à même de lancer des Social Impact Bonds,
• porteurs de programmes de capacity building afin de soutenir les
entreprises sociales dans l’élaboration de plans de développement
soutenables et finançables,
• dans le domaine de la Venture Philantropy.
Ce programme a été préparé en 2014 par une « Portuguese
Social Investment Taskforce », groupe de travail inspiré des
« National Advisory Boards » de la Task Force du G8 pour
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l’investissement à impact social créée en 2013 par Ronald Cohen.
Ce groupe de travail associait les forces vives du pays impliquées
dans le développement du financement à impact sociales (banques,
business schools et universités, fondations…).
Encouragés par la Commission, s’inspirant des exemples
anglais, français et portugais, d’autres pays de l’Union pourront
structurer un programme mobilisant les fonds structurels dans
le but d’impulser la constitution d’un écosystème de financement
des entreprises sociales, facteur indispensable au développement
de ces entreprises dans chaque pays de l’Union.
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Contribution pour la conférence européenne sur le financement de l’entrepreneuriat social

La conférence organisée par la Présidence Luxembourgeoise
devrait contribuer à faire percevoir que le secteur de l’Economie
Sociale et Solidaire (ESS), ainsi que le concept de l’entrepreneuriat
social mis en avant par la Commission, font pleinement partie du
modèle économique et social européen.
La volonté de mener des politiques actives susceptibles de
redonner du souffle et du dynamisme à l’Europe ne peut pas se
payer le luxe de négliger les apports de l’ESS dans la variété de ses
incarnations dans les 27 pays de l’Union. A ce titre, tous les opérateurs de ce secteur sont pleinement utiles, voire indispensables
pour la cohésion et le dynamisme de la société européenne.
C’est pourquoi il est important que, dans l’analyse et l’engagement des politiques européennes, la conférence de Luxembourg
contribue à faire sortir ce secteur de la marginalité dans sa prise en
charge par les services de la Commission, tout en reconnaissant ses
spécificités. Toute étude d’impact menée pour les politiques communautaires devrait systématiquement s’interroger sur leur impact
pour les acteurs et les activités du secteur de l’ESS.
1. Comme les opérateurs économiques du secteur marchand, les
opérateurs de l’ESS tirent leur force du bon exercice de leur liberté
d’opérer.

Depuis plus de deux siècles, la force des acteurs de l’ESS, quelle
que soit la variété de leur statut juridique : coopérative, associations, mutuelles et autres entreprises sociales réside dans le libre
exercice de leurs activités. Il importe en conséquent que cette liberté
source de vitalité et de dynamisme social et économique pour la
société européenne ne soit pas considéré comme une atteinte à la
liberté des opérateurs économiques du secteur marchand.
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Restreindre dans l’état de droit européen les libertés d’action
des opérateurs de l’ESS au nom d’une mauvaise interprétation
d’une concurrence loyale, ne peut conduire qu’à une uniformisation des opérateurs et donc à l’appauvrissement du dynamisme du
modèle économique et social de nos pays.
Il est à noter que les textes constitutifs de l’Union reconnaissent
la variété des forme d’entreprendre, en particulier en citant les
coopératives au côté des entreprises de capitaux et des entreprises
publiques. La Cour de Justice a plusieurs fois été conduite à rappeler
à la Commission et aux Etats la nécessité de respecter ces obligations. Il est difficile de croire que l’Union européenne pourra prétendre se présenter comme un pôle mondial de dynamisme, grâce
au bon usage des libertés dans tous les domaines y compris économiques et sociaux si, dans les faits, elle restreint cette liberté en ne
sachant pas adapter son cadre juridique et financier à la diversité
des opérateurs.
C’est pour cela qu’il serait souhaitable que la conférence de
Luxembourg puisse appeler l’ensemble des institutions de l’Union
(Commission, Parlement et Etats) à mettre en place une politique
globale en faveur de l’ESS.
2. Les opérateurs de l’ESS ont des besoins financiers spécifiques qui
doivent être pris en compte par l’Union européenne.

Les opérateurs de l’ESS doivent être jugés par leurs externalités
dans le tissu économique et social européen.
Ensuite il serait utile que l’Union, en concertation avec
l’OCDE, permette d’avancer sur la mesure de l’impact des activités des opérateurs de l’ESS. Il ne s’agit pas ici de se limiter à la
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mesure de l’impact telle que le souhaitent les marchés financiers.
Il s’agit davantage de réaliser de véritables travaux d’évaluation,
tant micro-économiques que macro-économiques, en particulier
sur l’emploi et l’insertion des populations qui ne sont pas dans la
« mainstream » pour pleinement être intégrées dans le dynamisme
de l’Europe.
Enfin plus directement sur les questions financières, il importe
de mieux analyser la réalité des besoins des opérateurs de l’ESS, afin
de parvenir à la meilleure organisation des circuits de financement.
Tout d’abord, il est indispensable de reconnaître que certains
de ces opérateurs opèrent dans des domaines à haute intensité
capitalistique : énergies renouvelables, hôpitaux, etc. Il est en
conséquence indispensable de ne pas les oublier, dans le cadre des
politiques européennes consacrées au financement, en particulier
le Plan Juncker mis en œuvre par la BEI.
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Key messages

Social Impact bonds (SIBs) have attracted much attention in
the aftermath of the financial crisis. They have been implemented
in a number of countries as they seem to be an attractive proposition for financing the delivery of social services.
However, SIBs remain a fairly new financial instrument aiming at social impact with limited evidence regarding their results.
Therefore, further analysis is needed in order to develop a robust
evidence base.
SIBs are complex instruments. They involve multiple stakeholders coming from different sectors. Time, technical expertise
and commitment to collaborate are indispensable in order to
establish a SIB.
SIBs have been costly instruments so far. They have entailed
significant transaction costs that stakeholders should consider
before embarking on them. Policy makers should evaluate carefully
what is the value added for implementing a SIB for a policy intervention compared to a more traditional approach. However, transaction costs are expected to drop as more SIBs develop and there is
a streamlined process for establishing them.
Rigorous methodological design for identifying measurable
social outcomes and appropriate target groups is of utmost importance in order to avoid perverse effects, such as “creaming”, “parking” or “cherry picking”.
SIBs may be an opportunity to nurture a culture of monitoring
and evaluation in social service delivery. Independent and robust
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evaluation could benefit all stakeholders as it may identify what
works well in SIBs and what does not as well as unintended consequences- positive or negative.
SIBs intend to roll over the risk from the government and the
service providers to investors. Yet, capital protection and guarantee
mechanisms as well as early termination clauses of the SIB contract
may be in place mitigating the risk assumed by investors.
Ensuring continuity of social service delivery is indispensable
for vulnerable groups and citizens. Therefore, SIBs could be more
appropriate as a complementary and not core mechanism for social
services delivery.
1. Introduction

Social Impact Bonds (SIBs) are spreading around the world and
have been gathering increasingly the attention of governments and
public authorities, investors, social services providers, researchers,
and evaluators among others over the last years. At the same time,
they have triggered debates- often controversial- around issues
such as the delivery of social services and the quest for efficiency
in doing so, the risk transfer from the public to private sector and
what this entails for social services providers, the capacity to monitor and evaluate better outcomes, and the increasingly prevalent
need to invest in preventative interventions with high returns in
the long run. A number of these debates have been recently echoed
during the OECD’s experts seminar held in Paris in April 2015 on
SIBs promises and pitfalls. During the seminar it was also confirmed that SIBs tend to have strong proponents or strong opponents. Common ground among all, however, was the need for more
evidence in order to assess their potential in an informed way.
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With this in mind, and given its longstanding work in the field
of social innovation and social entrepreneurship, the OECD LEED
Programme has been tasked by the Ministry of Labour, Employment, and Social and Solidarity Economy of the Grand Duchy of
Luxembourg, within the framework of the Presidency of the European Council, to prepare a concise, reader friendly report, whose
main objective is to raise awareness and provide information about
some of SIBs main features and challenges and inform policy making. In terms of methodology, this document is based on a literature review and discussions with a number of experts, including
those who participated to the above mentioned OECD seminar.
The design of this document is based on questions and answers.
The questions raised here cover first line issues that need to be addressed when looking at SIBs. It deliberately avoids delving into an
exhaustive analysis of technical aspects that may vary across SIBs
depending on various factors, such as the policy area implemented,
the country-specific context as well as the dynamics among the
stakeholders.
This document was prepared by Stellina Galitopoulou, Policy
Analyst, and Antonella Noya, Senior Policy Analyst, at the OECD
LEED Programme. We are grateful to Jean-Christophe Burkel,
Director, Union Luxembourgeoise de l’Economie Sociale et
Solidaire (ULESS); Emma Disley, Associate Group Director, RAND
Corporation Europe; Ulrich Grabenwarter, Head of Strategic
Development-Equity, European Investment Fund; Jean-Michel
Lecuyer, Directeur Général, Le Comptoir de l’Innovation, France;
Nadine Muller, Responsible for the Social and Solidarity Economy,
Ministry of Labour, Employment, and Social and Solidarity Economy of the Grand Duchy of Luxembourg who also supported this
project ; Raphäelle Sebag, Consultant, Credit Cooperatif, France
for providing valuable comments, remarks, and feedback. This
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document benefited, also, from the discussions held during
the OECD experts seminar in April 2015 and we are grateful to all
participants for their contribution.
2. What exactly is a Social Impact Bond (SIB) and how do public,
private and civil society stakeholders engage with it?

Definition
A SIB is an innovative financing mechanism in which governments or commissioners enter into agreements with social service
providers, such as social enterprises or non-profit organisations,
and investors to pay for the delivery of pre-defined social outcomes
(Social Finance, 2011; OECD, 2015). More precisely, a bond-issuing
organisation raises funds from private-sector investors, charities
or foundations. These funds are distributed to service providers to
cover their operating costs. If the measurable outcomes agreed upfront are achieved, the government or the commissioner proceeds
with payments to the bond-issuing organisation or the investors. In
reality, the term “bond” is more of a misnomer. In financial terms,
SIBs are not real bonds but rather future contracts on social outcomes. They are also known as Payment-for-Success bonds (USA)
or Pay-for-Benefits bonds (Australia) (OECD, 2015; Brookings, 2015).
The principal stakeholders
An investor provides funding for an intervention, which is
used as working capital for a service provider that is responsible
for the social services delivery, the attainment of agreed outcomes
and potentially for the provision of data related to them. Outcomes
measurement is a crucial step for the SIB process. Based on this,
the payment to the investor coupled with agreed interest shall be
1
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released by the government or the commissioner. Therefore, the
government or commissioner is the ultimate outcomes payer and
may as well determine the outcomes metrics and payments terms.
An intermediary is involved in some SIBs and it has a twofold role.
First, it can act as convener of all stakeholders involved in the mechanism in order to strike an agreement regarding the transaction
process. Second, it can be responsible for raising capital and structuring the deal. An evaluator may be used in some SIBs assessing
the agreed outcomes and their impact. On a different note, the beneficiaries from a SIBs intervention shall be mentioned as they are
the population in need and recipients of the intervention. SIBs may
address smaller or larger groups of beneficiaries. For example, the
Sweet Dreams SIB in Canada focuses on 22 beneficiaries-mothers
and children, whereas the ONE Service Peterborough SIB in the
UK on 3 000 male prisoners and the NYC ABLE Project for Incarcerated Youth on approximately 10 000 sentenced adolescents.
Additional actors
Apart from the principal stakeholders mentioned above,
depending on the structure of the SIB (see below) additional actors
may participate in the mechanism. Subordinate investors, guarantors, grant makers, technical assistance providers, legal advisors,
and researchers. It has to be noted that the roles of the stakeholders
and of additional actors may vary according to the SIB structure
as well as the specific terms appropriate to each deal. For instance,
researchers can act as independent evaluators assessing whether
the agreed outcomes are achieved. Another example is that a
government could act both as outcomes payer and as evaluator by
validating administrative data. Similarly, as noted by Gustaffson
et al. (2015), services providers can also be investors. In the same
spirit, intermediaries can also be investors, senior investors can
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also be subordinate investors, intermediaries can also be evaluators, and intermediaries can also be technical assistance providers.
Figure 1: The Social Impact Bond (SIB) Mechanism

Source: OECD adapted from Burand (2013)

Different models and structures of the mechanism
Social Impact Bonds (SIBs) can have different models and structures depending on the composition and the dynamics among the actors involved, their functions, the process for structuring the deal and
the accountability regarding the delivery of the expected outcomes.
Two models have emerged so far through which governments
and others have sought to provide funding; the SIBs funds and the
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individual SIBs. The main difference between them is that SIBs
funds have the capacity to issue multiple contracts dealing with the
same or similar social issues, whereas individual SIBs proceed to
one payment contract at a time and they select among the structures presented below.
In the cases of SIBs funds, the government that commissions
the SIB or another commissioner establishes a rate card for payments per outcome. The prices indicated in the rate card are based
on thorough research that examines the cost savings or reduced
remedial assistance, which each outcome can yield. Furthermore,
in this model partnerships are often established between services
providers, investors and intermediaries. These partnerships are
bidding for contracts, which the SIBs funds provide, at a discount
to the rate indicated in the rate card. Contracts are awarded to
the selected bidders considering multiple factors among which is
the discount indicated to their bid. Until now- to our knowledgethree SIBs funds have been established; the Innovation Fund2 by
the Department of Work and Pensions, the Fair Chance Fund3 by
the Department for Communities and Local Government, and the
Bridges SIBs Fund by Bridges Ventures.4 They are all located at the
UK. The activities of the Innovation Fund are centred on education and youth employment. It has launched ten SIBs in total in
two rounds. The first round took place in April 2012 and included six SIBs, and the second in November 2012 and included four
SIBs. The Fair Chance Fund focuses on education, employment,
housing and homelessness. Its activities started in December 2014
and since then it has launched seven SIBs. The Bridges SIBs Fund
was launched in April 2013. It aims at improving life outcomes for
children, young adults and elderly patients across the UK and has
supported fourteen SIBs to day.
https://data.gov.uk/sib_knowledge_box/department-work-and-pensions-innovation-fund
https://www.gov.uk/government/publications/fair-chance-fund-full-bid-specification-and-application
4
http://bridgesventures.com/social-sector-funds/social-impact-bond-fund/
2
3
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Three main structures stand out from the individual SIBs
implemented thus far; direct, intermediated, and managed.
Direct SIBs
In a direct SIB, a delivery contract is signed between the outcomes-payer and service provider or a services provider-controlled
special purpose vehicle. In this case, the service provider is responsible for the implementation of the deal and the performance
management. The intermediary is responsible to raising capital,
structuring the deal and determining the feasibility of the deal
(Goodall, 2014). Overall, under this structure the service provider
holds the greatest amount of responsibility.
Sweet Dreams Supported Living Project, Saskatoon,
Saskatchewan (Canada)5
Sweet Dreams SIB implemented in Saskatchewan, Canada, is
an example of the direct SIB structure. This is also an individual
SIB model. The outcomes funders, the Government of Saskatchewan
and the Ministry of Social Services, hold direct contracts with the
investors, Conexus Credit Union and Wally and Collen Mah, and
the service provider Saskatoon Downtown Youth Centre (EGADZ).
The investors provided in May 2014 $1 million CAD (approximately
670 000 EUR6) for a period of 60 months to the EGADZ in order offer
to single mothers with children under the age of eight, who are at risk
of requiring services from Child and Family Services, with affordable
housing and support. At the same time, the mothers can complete
their education, secure employment, or participate in pre-employment activities, such as life skills training and parenting classes.
EGADZ manages its performance. The target group is 22 single
mothers of children ages 0 to 12. The home for the Sweet Dreams
SIB has also received funding from the Government of Canada’s
5
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Homelessness Partnering Strategy ($320 000 CAD, approximately
214 000 EUR7), the City of Saskatoon ($140 000 CAD, approximately
94 000 EUR8), and other private donors ($75 000 CAD, approximately 50 140 EUR9). The Saskatchewan Executive Council acted as
an “intermediary” in the sense that it designed the SIB outcomes
measures, the contract, and raised investor capital.
Intermediated SIBs
An intermediated SIB foresees that the delivery contract is
signed between the outcomes payer and the investor or an investor-controlled special purpose vehicle (SPV) or an intermediary,
which identifies and contracts the service provider, supports the
performance management process and refines the financial model
(Goodall, 2014). In some instances, the intermediary can also invest in the SIB.
The Junior Code Academy SIB, Lisbon (Portugal)10
The Junior Code Academy SIB, Portugal, illustrates the intermediated structure and is an individual model. The Municipality
of Lisbon, which is responsible for managing the primary education
system, is the outcomes funder and the Code Academy assumes the
role of service provider. Calouste Gulbenkian Foundation invested
120 000 EUR in January 2015 and the Social Investment Lab is the
intermediary.The latter has been responsible for analysing the social
challenge, assisting in identifying outcomes metrics and evaluation
methods, structuring the SIB and developing the financial model,
raising capital, and assisting Code Academy in performance management and operations. The target group sums up to 65 students
in total in 3 schools in Lisbon as of now and will run for an initial
period of 20 months. The aim of the Junior Code Academy SIB it
to tackle primary school grade repetition and drop-out and to
Exchange rate from the month of the signature of the contract (May 2014)
Exchange rate from the month of the signature of the contract (May 2014)
Exchange rate from the month of the signature of the contract (May 2014)
10
http://investimentosocial.pt/o-laboratorio/titulos-de-impacto-social/
7
8
9
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generate evidence about the impact of computer programming in
cognitive skills, including school performance and problem solving
ability, in order to inform public policy.
Managed SIBs
A managed SIB is signed between the outcomes-payer and
the prime contractor (usually an intermediary) or an intermediary-controlled special purpose vehicle, who usually manages the
entire process. The process is similar to the intermediated SIB, in
terms of the activities of the intermediary (Goodall, 2014). The
main difference with the intermediated structure seems to be that
the intermediaries have not invested in SIBs directly yet. Given the
adaptability and the flexibility of the SIB structure, it is hard to
make clear and neat distinctions between them.
Juvenile Justice Pay for Success Initiative, Commonwealth of
Massachusetts (USA)11
The Juvenile Justice Pay for Success Initiative is a managed
SIB. It has been implemented since January 2014 aiming at reducing recidivism and increasing employment through intensive street
outreach and targeted life skills, education, and employment programming. Its target group is 929 at-risk young men aged 17 to 23
who are in the probation system or exiting the juvenile justice system.
The duration of this SIB is 84 months. The outcomes funders are the
Commonwealth of Massachusetts (Chelsea, Boston, and Springfield
areas) and the US Department of Labour and they receive technical assistance by the Harvard Kennedy School (SIB Lab). Roca Inc.,
a non-profit organisation, is the service provider. This SIB involves
multiple investors and the total amount raised is $8 million USD
(approximately 6 million EUR12). The senior investor is Goldman
Sachs, through its Social Impact Fund, the subordinate investors the
11
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Kresge Foundation and Living Cities, and the philanthropic grantors
Laura and John Arnold Foundation, New Profit Inc., and the Boston
Foundation. Third Sector Capital Partners acts as the intermediary
and prime contractor. It is responsible for arranging project funding, overseeing project implementation, distributing funding to Roca
and managing repayment to funders. It is worth noting that Third
Sector Capital Partners is deferring $50 000 USD (approximately
36 710 EUR13) (15%) of its management fees; it will only be paid that
portion of its fees if results are achieved. New Profit Inc., a national
venture philanthropy fund will also provide additional management
support. The Juvenile Justice Pay for Success Initiative is an individual SIB, but it is also part of the Massachusetts Social Innovation
Financing Trust Fund.
It has to be noted that there is no specific rules indicating
the responsibilities of each stakeholder and, therefore, variations
emerge across SIBs. According to a recent study by Brookings Institution (Gustaffson-Wright et al., 2015), all SIBs examined in it and
implemented at the US are managed whereas all the SIBs at the UK,
where the SIB market is more advanced, are intermediated or direct except for two. This observation could be potentially explained
by the degree of maturity of the social impact investing market,
which is clearly a factor to be considered here (OECD, 2015a). Still,
further research could be conducted in this area in order to shed
more light.
Who initiates the deal?
In the majority of existing SIBs, regardless of their structure,
the government initiated the process to set-up the mechanism
(Gustaffson- Wright, 2015). Yet, the first ever SIB was initiated by
an intermediary, Social Finance (Disley et al., 2011). As the market
13

Exchange rate from the month of the signature of the contract (January 2014)
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is still nascent and the deal development allows for some flexibility,
there have been few deviations from this process. In direct deals,
there were a couple of cases that the intermediary or the service
providers brought to the attention of the government cases for
SIBs doing this way the first step. Similarly, in intermediated deals
the intermediary also contributed to initiate a SIB deal through
the identification of service providers according to the feasibility
criteria. Lastly, in a managed deal, only once a technical assistance
provider with a service provider commenced the deal.
Is it different from payment-by-results contracts?
If yes, in which ways?
SIBs are considered a subset of payments-by-results,
pay-for-performance or results-based financing mechanisms. The
basic idea behind these schemes is that they link funding to results,
while providing incentives for innovation in the public sector and
better performance from services providers. Although SIBs can
fall under this broad category, they differ is four points. First, SIBs
involve private sector investors establishing a wider stakeholder
platform and focusing on their effective cooperation and coordination. Second, they focus on outcomes rather that results or outputs. Third, they allow for up-front funding for the interventions,
which enables service providers to focus their efforts on the service
delivery rather than on fundraising. This is particularly valuable
for small or medium size social service providers, who may other
wise face hurdles in accessing private capital. It has to be highlighted, however, that in reality a SIB contract may foresee annual
instalments of funds or other payment schedules tied to outputs or
specific milestones. Last but not least, SIBs transfer the implementation risk from the public sector or the service providers, which they
would have been otherwise unable to bear, to the private sector.
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An evolving landscape: where are SIBs currently developing?
The first SIB implemented in the United Kingdom (UK) in
2010 aimed at decreasing recidivism. Since 2012, a sharp increase of
interest in this mechanism has been observed. The majority of SIBs
have been developed in the UK, followed by the US. Australia has
developed two, Canada and South Korea one each. In continental
Europe SIBs have been launched in Belgium, Germany, the Netherlands, Portugal, and Switzerland. Although outside the scope of
this study, it has to be noted that developing countries, philanthropists and international donors have expressed their interest in this
mechanism as well developed in the form of Development Impact
Bonds (DIBs). Compared to SIBs, even less DIBs have been developed. In fact, only one DIB has been implemented to date in India
for girls education. Still, a couple more are on the pipeline in Africa.
• SIBs involve a number of stakeholders who- from different perspectives and capacities- aim at delivering social outcomes, while
transferring the implementation risk from the public sector or
service providers to private investors.
• SIBs are complex instruments, which require technical expertise, time and funds, in order to be established. Therefore, policy makers should carefully evaluate whether an intervention is
better served by a SIB or by a different approach.
Why do stakeholders participate in SIBs?
Governments and public authorities can be attracted by the
outcome focus in areas difficult to reach combined with costsavings, accountability of taxpayer funds, and value-for-money.
Another strong incentive is that SIBs may provide the governments with the capacity to invest more in preventive programmes
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and social interventions, especially when remedial (or “symptoms
driven”) interventions may seem more urgent and with immediate
results. Investing in preventive interventions can have a sound
effect on citizens’ well-being while yielding savings in the medium
and long-term, as it will be discussed below. Moreover, although
public authorities are keen on participating in SIBs in times of
budgetary constraints, they may also experience as a ripple effect
an efficiency increase in their service delivery and savings in their
budgets even in times of growth. Last but not least, SIBs can
enhance cross-sector and cross-authority cooperation breaking
the silos and providing integrated solutions to long-term challenges. This collaborative process may also generate savings across
multiple authorities.
It has to be noted, at the same time, that governments and
public authorities should conduct cost-benefit analysis or preliminary assessments regarding whether engaging in a SIB is a
value-for-money option for them (Liebman et al., 2013). They would
also need to consider the fact of paying back the investors with an
interest rate. To this end, they need to foresee and include this kind
of expenditure in future budgets.
A growing interest among investors, institutions and individuals, for blended value or double bottom line investments- meaning doing good while having moderate returns on investment- has
led them to engage in SIBs. Investor institutions, particularly, have
an additional incentive as they were tasked to specifically represent the interest of their investor clients in social returns. Investors,
such as foundations or other organisations that provide grants as
part of their CSR programmes or community involvement, view
SIBs as an opportunity to recycle grants after the end the project
and scale social benefits (OECD, 2014). This means that they can
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recycle the return of their investment to another programme in
case of successful implementation of the SIB (Gustaffson-Wright
et al., 2015). Also, publicity and visibility should not be underestimated as motivations for participating SIBs. Interestingly enough,
a survey conducted by Brookings Institution (Gustaffson-Wright et
al., 2015) demonstrated that investors are more triggered to invest
in a SIB if it is the first implemented in the country or in a sector as
it has higher chances to offer them greater visibility.
Another incentive for investors is government’s guarantee to
pay them if the agreed outcomes are achieved. However, this can
be a double edged sword. Despite government’s guarantee, which
reassures the return on investment in case of success, the risk is
centred on whether the outcomes will be attained on the first place.
Therefore, investors main disincentive is the complete capital loss
in case of a SIB failure. Still, depending on the structure of the SIB
even this risk can be mitigated by securitising, for instance, a percentage of the amount invested regardless of the outcomes attained.
On this point, it has to be noted that there is a large spectrum of
investors participating in SIBs that have varying degrees of risk.
Simultaneously, there is always the possibility that the government might not be able to pay back the investors even if the
agreed outcomes are attained. This may occur, for instance, in case
of government policy change or in face of a financial crisis. This is a
reputational risk and potential negative credit rating in case of such
failure. In this scenario, guarantees could be provided to investors
in the form of full or partial protection of principal or guarantee of
outcome payments in the event that payments are not honoured by
an outcomes funder. The guarantees should be considered in light
of the risk transfer to the investor, however, which is one of the
incentives for the government to develop a SIB in the first place.
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Last but least, all stakeholders and public authorities particularly
should ensure that beneficiaries are not harmed in case of a SIB
failure as underscored in other parts of this note.
Access to growth capital to scale up operations is a key incentive for social services providers. Access to long-term stable and
predictable revenue stream without labour-intensive fundraising
allows them to focus on the implementation of their programmes,
invest on preventive operations, and deliver in the most effective
and efficient way their services (Social Finance, 2012; GustaffsonWright et al., 2015). As a result, they have the opportunity to
develop a culture of monitoring and evaluation while focusing
on tacking a social challenge. Furthermore, participating in a SIB
may facilitate the coordination with organisations working on
overlapping problems.
Yet, as above mentioned, depending on the SIBs structure, social services providers may be funded on annual- basis or based on
specific milestones. Therefore, long-term financial stability, which
is crucial for social services providers and especially for social enterprises, is not always ensured. Furthermore, there is always the
risk of non- delivering the agreed outcomes. SIBs can put significant burden on social service providers regarding performance
management and measuring outcomes as not all of them have sufficient capacity to assume these responsibilities (OECD/European
Commission, 2015). Even more so to scale them up. Finally, social
service providers may also suffer reputational harm, which affects
them in securing funding in the future from potential donors.
Intermediaries motivation varies according to the mandate
that they have. Similarly to investors, they view SIBs as an opportunity to test innovative financial models addressing social problems
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and achieving outcomes. According to the Brookings Institution, their motivation depends on the stage of maturity of the SIB
market (Gustaffson-Wright et al., 2015).
As intermediaries may steward the other stakeholders during
all the stages of SIBs development and implementation, they could
put the full process at risk under few circumstances. For example,
SIBs require a long-term commitment in order to structure the
deal, raise capital, implement the programme and evaluate the
results. That being said, intermediaries should be capable of
committing in the long-term as well and not being disturbed by
internal governance or financial issues (Social Finance, 2012). In
fact, intermediaries may also run to a financial risk if part of their
remuneration is tied to a SIB’s performance. However, this is more
of a success bonus as they are often financed through grants outside
the SIB structure.
Overall, as SIBs market is rapidly evolving, the motivations of
the stakeholders may change throughout the time. For example, if
SIBs become more mainstream and, hence, less innovative, a decline of the motivation to participate in them could occur. At the
same, new incentives may emerge. For instance, the will to refine
and improve the existing model (Gustaffson-Wright et al., 2015).
The same applies to the visibility argument. In this case, although
SIBs may become less visible, attention could be focused on the
outcomes achieved or not, and if yes, in what ways.
• The various stakeholders participating in a SIB have different
interests and incentives. It is important that all these align in a
coherent and not conflicting way in order SIBs to deliver a social
service more effectively and efficiently than other interventions.
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3. Are there any requirements for a specific regulatory framework?
If yes, for what purposes? Does a conducive regulatory environment
play a role?

SIBs introduce sometimes new rules of engagement for their
stakeholders and may reform older practices, especially when
it comes to understanding how to structure the legal obligations
among them. Moreover, SIBs implementation can be hindered by
regulatory barriers and, consequently, trigger financial and social
costs. This part will offer a first, non-exhaustive approach on some
handy elements on these topics that may be of use for policy-makers.
Policy Ecosystem
An enabling legal and policy environment matters for SIBs
development. Based on a recent survey, (Gustaffson-Wright et al.,
2015), 87% of the respondents indicated that government support
is very important. A government can create a conducive ecosystem
for SIBs by introducing support for a particular service in a policy
framework or a strategy document. For instance, the UK, which has
issued the majority of SIBs, has one of the most developed ecosystems. The Centre for Social Impact Bonds has been established in
the Prime Minister’s Cabinet Office as part of the Social Investment
Finance Team and launched the Social Outcomes Fund in November 2012 with £20 million GBP available for SIBs. In 2014, they also
introduced legislation providing tax relief (Social Investment Tax
Relief) to funding social enterprises. Another example comes from
Australia and the state of New South Wales that has implemented
the Social Impact Investment Policy in 2015. The policy provided
incentives for increasing social impact investment transactions,
removing barriers, growing the market and building the capacity
of the market actors.
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Regulatory Framework
A conducive ecosystem requires also an enabling regulatory
framework, which contributes to SIBs development. Conversely
regulatory barriers may hinder this process. Interested countries
can check whether they have an appropriate regulatory environment by noting few considerations presented below. Regulation impacts the activities of all stakeholders engaged in a SIB mechanism;
government authorities, investors, intermediaries, and services
providers.
Government authorities have to examine two main areas:
budget and contracting. As SIBs are multiyear investments,
government as the outcome funder needs to be able to spread
appropriated funds throughout the fiscal years and to issue
success-based payments (Liebman et al., 2013; Centre for Global
Development & Social Finance, 2013). This can be a challenge as
the usual path is to tie fiscal expenditures on a yearly basis. It is
worth considering whether is possible and if there are mechanisms
in place to ensure future payments committing also future administrations and ensuring that the SIB is not contingent upon political
fluctuation. Secondly, it is worth examining to what extent are the
government authorities capable of directing funds to intermediaries in a transaction and autonomous for contracting social service
providers. Public procurement rules worth special clarification
and, particularly, the capacity of the government to engage with an
intermediary or other stakeholders during the implementation of a
SIB (Instiglio, 2014). For example, in Australia- New South Wales,
when the Treasury Department issued the first SIB Request for
Proposals included apart from the standard bidding information a
new part requesting information regarding target population, location of the intervention, programme referrals, evaluation, payment
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triggers, cash flows in different performance scenarios as well as details regarding the intervention and the investment structure (Social
Finance, 2012). Last but not least, it should be considered the possibility of the government to challenge the evaluators’ results as the
payment of the SIB is contingent upon them.
Investors, on their end, should consider three areas: funding
opportunities, procurement and taxation. Firstly, it has to be examined whether there is a regulatory framework and, if yes, if it allows
donors or investors to fund social services and SIB schemes directly
or through intermediaries. If yes, a next step is to test whether there
are any limits regarding the amounts to be provided as well as the
financial vehicles providing them. Second, as SIBs can be hybrid
investments with debt and equity components as well as stakeholders that may be located outside the country, it is worth exploring
whether there is a specific regulation targeting these types of mechanisms and whether there are quantitative or qualitative legal limits
on the repatriation of profits (Instiglio, 2014). Third, regulation can
also facilitate a SIB transaction by providing incentives to investors
that provide capital, such as contract protection transparency in
the proceedings and tax benefits. For the latter, an example could
be tax breaks for investments with social impact (Liebman et al.,
2013; Social Finance, 2012).
For intermediaries, the two main issues are residence requirements and vehicle legal identity. On the one side, it has to be examined whether the regulation requires that the intermediary has to
have commercial presence in the jurisdiction that provides only its
advice. In case it is more heavily involved in the process by managing investor’s funds, for instance, it has be clarified whether it needs
to do so through a specific type of legal entity, for example a limited
liability company or branch. Also, under this scenario does specific
regulation apply above a specific threshold of managed funds? On
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the other side, movement of people and residence requirements are
important elements for the operations of the intermediary. An example could be whether it is possible for the intermediary to use foreign personnel in its operations in the jurisdiction, and if yes, what
are the types of visa provided and any other specific requirements.
On the same note, it is useful to know whether there is nationality
or residence requirement for the director/s of the intermediary.
For social service providers the key questions to consider are
the following. Firstly, whether do they have to have a specific legal
form in order to provide social services and if there are regulations
limiting their field of activity. Second, whether they have the capacity to be contracted by intermediaries. Third, whether there is a risk
that the employees of the social service provider considered that
they are under the authority of the intermediary when it subcontracts them. This risk may be more pertinent in some jurisdictions
than in others as it depends on the relevant labour law and/or contracts regulation. It may be mitigated by introducing a clause in the
contract between the intermediary and the services provider. This
clause would stipulate that the staff of the services provider at no
time will be considered employees of the intermediary.
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Figure 2: Regulatory considerations for SIBs stakeholders
[under revision]

Source: OECD adapted from Instiglio (2015)

130

Understanding Social Impact Bonds

• Providing a conducive ecosystem and a sound regulatory framework is an essential step in the establishment of SIBs as they need
to work into specific national contexts.
• The level and depth of experience in payment-by-results contracts
and performance management methods by all stakeholders need
to be considered. This expertise seems to be more specific to some
countries than others.
4. What is the process for setting-up a SIB?

SIBs deal development
Since SIBs deal development has not mainstreamed yet, each
process is unique. The duration to develop the SIB deal has varied
so far from six months to three years. Based on common practice,
five stages have been identified; feasibility study, structuring the
deal, implementation, evaluation of outcomes and repayment.
The feasibility study aims at identifying the social challenge,
which the SIB will address, and based on specific criteria at assessing whether this would be possible or not. Although the criteria
used to assess the feasibility of the SIB can vary across the deals,
there are few common considerations. The first one is the capacity
to identify measurable outcomes for the selected social challenge
and evidence of success of achieving them. Then, it has to be determined what would be a reasonable time horizon based on previous
experience for achieving similar outcomes as well as on the willingness of the outcomes funders to commit funds and receive the payments in such as timeframe. Political and legal conditions should be
taken into consideration in this endeavour. Political commitment
and support for the services provided are crucial for fulfilling SIBs
mission. This can be demonstrated through government strategy
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documents or policy frameworks for instance (Gustaffson-Wright
et al., 2015). Legal conditions are also very important as they may
equally enable or hinder the development and implementation of a
SIB as abovementioned.
Structuring the deal is the second step for a SIB. During this
stage raising capital from investors (individual or funds), grant
makers, and senior or subordinated lenders is key. At the same
time, determining the intervention, the outcomes metrics and
evaluation methodology based on the feasibility study should be
decided. Procuring a service provider should also be defined at this
stage. There are several ways that this can happen. What has to be
highlighted here is the assessment or evidence of the capacity of the
service provider to deliver the outcomes (Tomkinson, 2015). Last
step is the negotiation and the finalising of the contracts including
decisions about the responsibility of the performance management.
The implementation phase of the SIBs entails the provision of
social services by the selected providers and the management of
their performance in most cases. Measurement and evaluation of
the outcomes using the agreed metrics is a challenging element.
Below, we discuss in more detail the methods of outcomes measurement and evaluation. Finally, once the evaluation is completed
and the SIBs outcomes assessed, the repayment process can be
initiated accordingly or not depending on the results.
Other elements for consideration
Political leadership, commitment, and support play a crucial
role in establishing, on the first place, and developing thereafter
a SIB market. As this process requires particular efforts and time
in terms of learning, coordinating with multiple stakeholders, and
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implementing in the span of multiple years, a dedicated leadership
can galvanise and sustain these efforts. The cases of the UK and
the US illustrate this point. As SIBs are long-term investments, it
is important that they serve and are in line with the strategic and
policy priorities as well as performance goals of public authorities.
• Costs and benefits of engaging with SIBs should be analysed
before starting a deal.
5. In what policy areas can SIBs bring added value?

SIBs might provide an opportunity to address problems in
areas where there are gaps or difficulties in achieving social outcomes, resulting in a public policy or market failure. The degree
of intervention of such a mechanism depends on the structure of
a country’s welfare state, civil society, and private sector. Moreover, SIBs seem more appropriate when there are investors available, who are ready to assume the relevant risks and are familiar
with charities, social enterprises and social affairs. There must also
be authorities ready to collaborate with multiple stakeholders and
assume, on their end, the costs that SIBs entail, for example for
developing feasibility studies. SIBs might also be appropriate for
organisations that have developed delivering capacities and expertise, but at the same time cannot go to scale. Still, this requires
multi- annual funding. Finally and most importantly, SIBs seem to
be an appropriate tool for financing interventions with measurable
outcomes and identifiable target groups.
So far, SIBs implementation has spanned across various policy
areas, such as social welfare, education, criminal justice and recidivism, and employment. More precisely, social welfare SIBs have
addressed issues such as homelessness, adoption and long-term
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foster care, family strengthening to avoid foster-care, support for
disadvantaged youth.
• SIBs seem more appropriate for policy areas in which there are
target groups that can be easily identified, when there are measurable outcomes, and when investors are familiar with charities,
social enterprises and social affairs.
6. Are SIBs more appropriate for preventive or cure interventions?
What factors influence such a decision?

Much discussion has been revolved around whether SIBs are
more appropriate or stimulating for preventive or remedial interventions. Considering the fact that budgetary constraints hampers
oftentimes preventive investments from governments, emphasis
has been placed on the potential of SIBs for programmes with such
nature. This is of particular importance for governments for two
reasons. The first, evidently, is that it aims at improving the wellbeing of their citizens in the long-term. The second one, and closely
linked to the first one, is that it may prosper “cashable savings” or
“cost avoidance” for the government in the short and long-run as
it will be explained below. Overall, the positive effect of prevention
can be harnessed not only by the governments but also by the beneficiaries and the services providers. For instance, based on robust
evidence, early childhood interventions can have high financial
and social returns on investment.
To date, the majority of SIBs- apart from one- have been
focused on prevention, for example, preventing from returning to
prison or being unemployed or remaining homeless. Still, it needs
to be stressed that prevention can be a highly relative term and
these interventions could also be considered remedial in the sense
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that ex-offenders, unemployed or homeless are treated for an existing problem. In fact, pure preventive interventions may address
beforehand certain factors that can have an impact on the beneficiary and avert him from falling into conditions, such as the ones
presented before. In such cases, however, the outcomes are manifested in long run most of the time.
• Although there is a strong emphasis on the role that SIBs can play
in preventive interventions, it remains important for the public
authorities to address them directly as well.
7. What are potential costs and risks stemming from SIBs?

Costs
A SIB arrangement includes short and long run standard costs.
The upfront investment amount carried by the investors is considered a short run cost and its conditional payback by the outcome
funders with a modest rate of return upon the success of the programme a long-run one. The key element for this process is determining the outcome metrics and the payments schedule. The
outcome metrics are discussed in detail below. The pricing of the
agreed outcomes and the payment systems will be presented briefly
here. The reason that this is crucial is simply because the core of
the SIB deal is based on this piece of information; the necessary
investment amount, the intervention mechanism, the procurement
process and the selection of the social service provider.
Apart from the abovementioned standard costs, there are also
associated or transaction costs. These costs may concern intermediaries’ fees, legal and evaluation expenses. They can be either part
of or additional to the SIB deal. As there is very limited precedent
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on the deal development, these costs may vary significantly across
SIBs. On this point, it has to be noted that there is very limited information about these transaction costs as well. Intermediaries can
charge a closing fee or a success fee included in the budget of the
SIB contract. They can also be paid for their technical assistance for
structuring the deal of for performance management during the
implementation phase. Setting up the mechanism can be funded
by the intermediaries themselves or through external grants. Legal
fees have been provided in most instances pro bono or on a very
low cost so far. Service providers may, also, receive bonuses if the
achieve more than expected outcomes. Some argue that as SIBs become more mainstream and their development processes streamline, it is likely that a market around standard and associated costs
will be developed. Some transaction costs will be reduced due to
process standardisation while others, which were offered pro bono,
may start charging fees. Until this point, however, SIBs may actually entail more costs, which are not widely known and anticipated
than traditional commissioning.
For structuring their finance model, sophisticated and centrally commissioned SIBs by the respective funds usually publish a rate
card outlining all possible results and how much the investor would
pay for these. The service provider, on its end, explains which outcomes would be feasible to achieve based on the proposed amounts.
Oftentimes for individual SIBs, there is a floor (estimated cost of
the intervention) and a ceiling (estimated cost and saving) for the
amounts discussed. A balanced price per outcome is usually struck
between these two ends. Efficiency and capacity to price fairly the
expected results have come with experience. However, during the
first implementations of SIBs in certain cases governments paid too
much or too little for attained outcomes.
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Risks & challenges
The lack of precedent in SIBs development and implementation has been the main challenge for the stakeholders. Deciding
on technical aspects without previous experience and adopting
a learning-by- doing approach is a time consuming endeavour,
which may also entail financial costs. For example, structuring the
SIB deal legally and examining whether the regulatory framework
will not block any part of this complex mechanism throughout its
implementation has been quite challenging in some cases.
Although one of the main discourses around SIBs is that they
transfer the government risk to the investors, governments may
also encounter unintended risks or perverse effects in this process,
especially when they impact the most vulnerable beneficiaries. As
SIBs are contingent upon performance, social service providers,
investors or intermediaries (always depending on the structure of
the SIB) may select unilaterally beneficiaries that are more likely
to achieve the expected outcomes and leave outside the cohort the
most challenging cases (“cherry picking”). Similar phenomena are
known as “cream skimming” and “parking”. “Cream skimming”
refers to including only the highest achievers in the group. “Parking” refers to excluding the hardest to reach. Further, when investors withdraw from the SIB earlier than expected, they leave the
beneficiaries without services. In such cases, the government- apart
from its responsibility to protect these vulnerable groups- has to
face high costs by acting as the “safety net funder”.
Examining this issue from a different angle, unintended risks
may also emerge from events that are out of the control of the stakeholders and impact the outcomes payment to the investor. Therefore, the contract should include dedicated clauses regulating how
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payments will be settled under such circumstances. For instance,
a case could be that both the government as outcomes payer and
the investor decide to stall investment flows under force majeure
circumstances or agree on a political risk mitigation clause (Centre
for Global Development & Social Finance, 2013). Introducing this
kind of clauses to the SIB deal allows the investor to assess, price,
monitor and manage the investment.
• Stakeholders should be aware of the transaction and associated
costs that SIBs entail. Still, these costs are expected to drop as the
process of establishing them becomes streamlined.
• They should ensure avoiding unintended consequences that may
occur and may exclude or even harm some beneficiaries.
8. Which are the most appropriate methods and what are the hurdles
that one faces when measuring and evaluating SIBs impact?

Outcomes measurement and evaluation are key issues for SIBs.
On the one side, measurement looks at the agreed outcome metric,
using agreed data sets and records whether or not or to what extent
outcomes were achieved. It is also closely linked to the payment of
the “bond” and the fulfilment of the terms of the agreement. Therefore, it is an indispensable element to the process. Similarly to other
elements in SIBs, outcomes measurement methods and respective
payments structures vary across the agreements. Evaluation, on the
other side, is of great importance as it takes a broader stance. It
examines how the SIB was implemented and operated, it assesses the reasons why the outcomes were or were not met (including
asking questions about causality). Importantly, an evaluation can
examine unintended consequences – both positive and negative
and may be able to explore the different levels of impact, such
as whether changes in outcomes resulted from the SIB-funded
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intervention, the focus on outcomes, or the SIB mechanism itself
(Disley et al., 2011).
Before we discuss the main caveats regarding the outcomes
measurement and evaluation, it is worth presenting briefly the payments structures tied to them. In some SIBs, outcomes are pricedoftentimes in rate cards as abovementioned- and are paid per participant on a monthly, quarterly or yearly basis.14 In such cases,
validated administrative data offered either by the service provider
or the government is a common source for determining outcome
payments. Another form is when the outcomes are measured for
the group participating in a SIB against a control group. The payments in this case are made based on the percentage change of the
outcome measure in a number of intervals fixed in the contract
(Disley et al., 2011; Gustaffson-Wright et al., 2015). This is a more
challenging measurement process. In some cases, it may combine
outcomes at individual and group level against the control group,
use comparison to a historical baseline or randomised control trials.
Measurement caveats
The definition and selection of the target group has to be made
with great caution. This depends on whether the mission of the SIB
is to be preventative or curative. It is important to have a robust
design and clarifying who is eligible to participate in the target
group and receive the treatment in order to avoid any perverse effect
as mentioned above, such as “cherry picking”, “cream skimming”,
or “parking”. In this endeavour, there are four main considerations
to be made. Firstly, the size of the target group may be connected
to the level of outcome that has to be attained (for example, 10% of
reduction in homelessness), if the SIB is to be successful (Disley et
al., 2011). This is important for illustrating whether the intervention
14

I t has been observed that in some of these cases, the success is mainly measured by outputs (completion
of an activity) rather than outcomes (the impact of the activity on the beneficiary (Gustaffson-Wright et
al., 2015).
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has a statistically significant effect or not. Secondly, in order to have
a robust sample or target group may require a significant amount
of time and this may affect the period of time that an investor can
wait until he receives an outcome payment. For instance, in the
One Service Peterborough SIB it took around 19 months to for the
first 1,000 men to be released from the prison (Disley et al., 2011).
Thirdly, the size of the sample is closely linked as well to the funding required for the intervention (OECD, 2015). Finally, in case of
using a randomised control trial, the identification of an appropriate control group that is effectively identical or very similar to the
treatment group, which receives the SIB-funded intervention, is
essential for achieving a robust comparison and quite difficult.
Measuring the progress of a SIB intervention can be a daunting task. Depending on the outcome that needs to be captured and
measured, several tools have been identified. The more straightforward is to employ hard outcome measures capturing reduced
service use. In this case, it is clear for all stakeholders which data is
relevant. For example, in the Peterborough Prison SIB the outcome
is “reduced reconviction events”, and it is easy to identify what data
already collected nationally are relevant (in the UK Police National
Database). At the same time, hard outcomes may be visible in the
medium to long-term. As a complement to this approach, soft outcomes could provide an earlier indication of whether an intervention is effective or not. That being said, wider and long-term impact
should not be neglected. The most appropriate way to measure this
is an evaluation, even if outside the scope of the SIB or the willingness of the government or commissioner to fund them.
Whether we are talking about hard outcomes, soft outcomes
or longer-term outcomes there may be a choice between binary or
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frequency measures. A frequency outcomes measure can provide
an incentive for providers to keep working with a service user –
for example, even if they have reoffended once, in order to prevent
further reoffending. A binary outcomes measure might incentivise
“parking” – where the provider decides not to work with an offender if they have reoffended once, because they are counted as a
“failure” according to the outcome metric (OECD, 2015).
Attribution is a significant challenge for SIBs similarly to other
social interventions. The main hurdles for attribution are the deadweight (outcomes that would have been achieved if there was no
intervention) and competing services (support provided by other
providers outside the SIB either to the target or to control groups or
both) (Disley et al., 2011). Preventative interventions, for example
on early years, require particular attention in the methodological
design in order to attribute properly the SIBs effects. Attribution is
also important for identifying an appropriate exit strategy at the
end of the SIB (OECD, 2015). To this end, understanding the wider
impact of SIB on three different levels is of utmost importance. At
the level of the intervention, it has to be examined whether it was
solely the intervention that created the impact. At the level of an
outcome based contract, it should be discussed whether it was the
focus on outcomes the driver behind success or failure or if this had
an impact at all. Last but not least, at the level of SIB it worth inquiring on was whether the SIB structure and investor involvement
had an effect on the delivery of social services or not.
Although control groups and propensity score matching
(PSM) are often used to measure changing context due to their
robustness and the increasing confidence that an outcome is actually caused by the SIB-funded intervention, they also have some
drawbacks that were presented above (difficulty for appropriate
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control groups, technical complexity, attribution among other). To
this end, two alternative approaches could be easier and less costly
to implement despite the fact that they can be less robust.
The first one could be to use before and after measures within
the target group. In this case, one compares the outcomes before
the SIB funded intervention is implemented with those after the
intervention within the same group. This type of approach is not
specific to SIBs, as it is often used also in evaluate and measure the
effects of any policy intervention. The limitation of this approach is
the difficulty to establish causality and isolate the effects of the SIB.
The second alternative could be to compare predicted outcome
measures before and after within the target group. For example, in
relation to reoffending, existing and validated risk assessment tools
allow professionals to assess the risk of future reoffending, taking
into account factors such as previous offences, age, or drug use. An
outcome measure for a SIB can compare the predicted reoffending with actual reoffending rate, and assume than any change was
due to the SIB. The downside is that predictions can be inaccurate,
and such a measure would not allow firm conclusions to be drawn
about whether the SIB caused the change (OECD, 2015).
• SIBs may be an opportunity to nurture a culture of monitoring
and evaluation in social services delivery.
• Outcomes measurement is a key element for SIBs. Yet, it requires
sound technical skills for the design and the implementation of a
robust methodology.
• All stakeholders may benefit from an evaluation process as it can
examine unintended consequences – both positive and negativeand may be able to explore the different levels of impact, such
as whether changes in outcomes resulted from the SIB-funded
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intervention, the focus on outcomes, or the SIB mechanism itself.
9. What are the returns of a SIB financially, socially or other, if any?

If a SIB is successfully implemented and achieves the agreed
outcomes, it can yield financial, social and other returns.
A successful SIB intervention may prosper financial returns
for the government authorities. As the outcomes achieved should
be monetisable, this allows the government to identify the savings
gained in the budget. There two dimensions that need to be clarified here; timescale and government level. In terms of timescale, we
distinguish between short and long-term. Evidently, the short-term
savings are made because the government uses investors’ capital to
fund an already existing or completely new intervention filling a
service gap in this case. In the long-run, the government may enjoy
savings by reducing its budget to treat a specific social issue simply
because the population in need has been decreased as a result of a
preventive SIB intervention.
Regarding the government level, financial returns can be observed at national, regional and/or local level. This depends on how
the government decides to capture and treat the accruing savings.
On this point, the “wrong pockets” challenge has been raised in
some SIBs. This phenomenon occurs when one government authority participates in a SIB and acts as the outcomes funder, whereas
another one harnesses all the benefits and savings (Kohli et al.,
2015). This can occur horizontally and vertically. Vertically is when
this inconsistency occurs among different government levels. An
illustration of this phenomenon is the Junior Code Academy SIB
in Portugal, where the outcome funder is the municipality of Lisbon whereas the national government accrues savings from fewer
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students repeating grades (OECD, 2015). Horizontally occurs when
there is inconsistency among government agencies at the same
level. The Rotterdam Buzinezzclub SIB implemented in the Netherlands reflects both “wrong pockets” issues (OECD, 2015). Vertically because, again, there has the savings inconsistency between
the municipality of Rotterdam and the national government, and
horizontally because of it between the Ministry of Education and
the Ministry of Social Services (Gustaffson-Wright, 2015; Liebman
et al., 2013).
SIBs can also trigger capital recycling. In this process, the payments from the government to the SIB programme or SPV during
the intervention are used to continue funding service provision. At
the end of the programme, investors or service providers as investors receive what remains in the programme. However, if capital
is being recycled in this way, less capital is required upfront and
investors can make smaller though riskier investments. These investments have higher risk because the programme does not begin
with the capital it needs to run the service throughout the SIB; it
must achieve each year sufficient outcomes to fund the following
ones (Liebman et al., 2013).
SIBs may also yield returns to investors if the outcomes are
attained. As previously mentioned, investors assume a significant
amount of risk when participating in a SIB mechanism, which
could be mitigated, for example, by the use of guarantees by philanthropic organisations. Therefore, financial returns to the investors
with the commonly agreed interest rate in a foreseen timeline is
another important element of this mechanism. 		
Some claim that SIBs could potentially take social returns to
scale due to their capacity to gather significant financial resourc144
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es and cross-fertilise the know-how of some of its stakeholders to
manage them. The access to growth capital that a SIB can offer can
be of particular interest to social services providers, such as social
enterprises or non-profits, which operate at small scale due to limited funds and capacity and not by choice. Furthermore, SIBs by
building an evidence base may encourage government authorities
to finance or increase their support to social interventions that they
might have overlooked in the past. By embarking on such an endeavour, larger segments of population in need can be reached (potentially even in other areas), improving infrastructure or inspiring
a monitoring and evaluation culture. Still, evidence so far suggests
that SIBs have been reaching a relatively limited number of beneficiaries. According to a recent study by Brookings Institution (Gustaffson-Wright, 2015) among the 38 SIBs that it examined, 25 of
them serve populations of less than 1.000 beneficiaries. Of course,
scaling- particularly in terms of number of beneficiaries- is not the
ultimate aim of SIBs in principle. Therefore, when scaling occurs, it
can be viewed as a ripple effect. Moreover, scaling is a relative term
and can have multiple interpretations and should not be measured
only in quantitative (number of beneficiaries, for example) but also
in qualitative terms (depth of impact).15 That being said, it should
be underscored that SIBs are one among other tools of impact
investing market (OECD, 2015a). Given the scale and severity of
social needs globally and locally, we should not overestimate SIBs
capacity to address them.
Another common proposition is that SIBs can spur social innovation. SIBs can be viewed as an innovative way of delivering
social services or to a new segment of population or in specific new
service setting or in a new geography and in combination with other interventions. Hence, there may be various ways in which SIBs
can potentially spur social innovation. However, the predominant
15

For further analysis regarding scaling look at OECD (forthcoming), Scaling the impact of social enterprises: Policies for social entrepreneurship, OECD/European Commission, Luxembourg: Publications
Office of the European Union
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innovative element still remains the structure of the SIB mechanism per se. On a final note, SIBs may foster a monitoring and
evaluation culture between services providers and government
authorities through the demand for better data. Yet, it has to be
underscored that this can be a double-edged sword particularly for
the services providers as some may be more motivated and try to
develop further this competencies whereas others may be intimidated or even be excluded due to their limited capacity (OECD/
European Commission, 2015).
• SIBs may yield financial returns in the form of savings to the government authorities as well as social returns by scaling-up social
programmes and services. Both financial and social returns may
also arise by using SIBs in preventative interventions.
• SIBs may foster social innovation and, in particular, on the ways
services are provided.
10. What happens if a SIB fails?

This is a question that is not often addressed in the policy
debate. Although scarce evidence hinders us from drawing any
robust conclusions at this stage, it is still worth discussing it.
A first element that needs to be discussed is when actually a SIB
fails. An initial and intuitive response is when it does not achieve
the outcomes agreed upfront. However, “failure” can also be a relative term. For example, positive outcomes may be attained, but
below the agreed threshold. Moreover, positive externalities may
occur despite the failure of the SIB. For instance, service providers may benefit from being immersed into a monitoring and evaluation culture when delivering their social services. A programme
that is not working, is not effective, and is not good use of resources
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as it should be, can be discontinued and this is something that rarely occurs in public policy. Ending such a programme could allow
for resources to be invested differently or in another programme,
which may yield better outcomes. Additionally, some SIBs may
allow for developing the evidence-based on which interventions
work and how (Disley and Rubin, 2014). This can trigger a mindset
transformation (OECD, 2015).
Failure in social terms & the role of the government
In case of failure to attain the agreed outcomes, service providers can cease their operations phasing out the intervention and
leaving the beneficiaries without services. Two points have to be
raised here. The first one is that in such a scenario, first and foremost, harming the beneficiaries must be avoided at any cost. Therefore, ending a programme, which is doing more harm than good
to the beneficiaries, may be a preferable option. The second one is
the continuation and sustainability of the SIB programme by the
government despite its failure in terms of the contract due to other
positive or potential outcomes and externalities. Clearly, solely relying on SIBs for social service provision is a high risk enterprise
particularly in case of failure. Imagine, for instance, the complete
cease of prisons or day-care centres at the end or the failure of a
SIB. Therefore, SIBs could be more appropriate for supplementary
rather than core social service provision (Liebman et al., 2013).
Failure in financial terms
In financial terms, failure translates to complete loss of the invested capital. For instance, non- recoverable grants are not repaid.
However, this is not always that straightforward. As SIBs are high
risk investments, investors and intermediaries may have in place
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capital protection mechanisms and investment guarantees. Therefore, they may harness the returns on their investment regardless of
the SIBs outcomes. The extent to which the investment in covered
varies across SIBs. Early termination clauses is another strategy for
mitigating investors’ risk in case of expected failure of the SIB. In
fact, most SIBs may have some clauses releasing the contracting
parties in case of incapacity to fulfil their obligations (Gustaffson-Wright et al., 2015). For example, in the New York City SIB on
criminal justice, the SIB terminated prematurely only three years
after it started due as it did not meet the targets agreed by this time.
The ONE Service Peterborough SIB was also discontinued earlier,
after two years of implementation. This occurred due to a change in
government policy that introduced a programme (a new payment
by results service) overlapping with the Peterborough SIB-funded
service. Consequently, the investors in this case missed an outcome
payment in the final year of the SIB (Disley et al., 2011; Gustaffson-Wright et al., 2015). Government policy change may also entail
risks and financial losses for the investors.
• SIBs may be a risky endeavour due to lack of precedent and may
entail “failures” in financial and social terms. Still, “failure” can
be a relative term.
• Although, financial failure is on the first line, mechanisms mitigating the risk for the investors have already been in place.
• The government also carries risk as it may need to step in and
ensure the continuity of social services in case of a SIB failure.
Therefore, it may be more appropriate to view SIBs as complementary rather than a core mechanism for social services delivery.
11. Conclusion

In times of budgetary constraints combined with aggravating
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social challenges, SIBs have emerged as an innovative financing
mechanism representing a complementary approach to traditional
social policy interventions, notably in areas where there are government and market failures.
SIBs are an example of experimentation in financial models
for public service delivery and have raised a number of questions
regarding the use of public funds, transparency, accountability, as
well as challenges brought by the use of private funds for social
services.
Although less complicated and less costly means of financing
social services already exist, SIBs may prove to yield specific advantages. For example, they can represent a more effective way to
deliver social services due to their focus on monitoring and measuring social outcomes. Still, more analysis is needed in this respect
comparing the impact of traditional social policy tools for delivering services and SIBs.
Evaluation can be a useful avenue for assessing the strong and
weak points of each SIB as well as illustrating causality for its impact (meaning which ones from the expected outcomes or any unintended ones were caused by the SIB). However, it is not a mandatory part of the mechanism and has not been widely used. Until
the cut-off date of this report (30 October 2015) 43 SIBs have been
implemented to our knowledge, very few completed and even less
evaluated. This underscores the problem of data paucity combined
with qualitative analysis that would allow drawing further conclusions regarding the effectiveness of SIBs.
The potential of SIBs to enhance socially innovative responses
to people’s needs also deserves to be further analysed. The main
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social innovations in delivery appear to be up to now about scaling
up already existing models and better coordinating stakeholders.
Furthermore, despite the variety of stakeholders participating
in SIBs, it has to be noted that larger social enterprises or social service providers have been mostly benefited from this structure while
smaller ones remain at the margin due to their limited capacity to
respond to the necessary requirements.
Overall, while SIBs have achieved interesting results in some
policy areas and triggered debates that can help reflect on how social services are being financed and delivered, additional knowledge and sound evidence need to be generated in order to reduce
controversies around SIBs. The jury is still out.
Glossary

Administrative data
Administrative data refers to information collected primarily
for administrative (not research) purposes. This type of data is collected by government departments and other organisations for the
purposes of registration, transaction and record keeping, usually
during the delivery of a service.
Binary outcomes measures
A binary outcome measure is one that provides a “yes/no”
answer. It is also a measure that may split participants into two
mutually exclusive states, one the desired state, one the undesired
state. Often represented as a rate or proportion. Examples of binary
measures include: whether or not a child dropped out of school,
whether an individual reoffended or not within 12 months of discharge from prison, etc. (Source: Centre for Global Development &
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Social Finance, 2013; Cabinet Office online SIBs Knowledge Box16)
Deadweight
Deadweight is the change in outcomes that would have resulted
without intervention.
Development Impact Bonds (DIBs)
Development Impact Bonds (DIBs) are a variation on Social
Impact Bonds (SIBs), which have been implemented in the UK, the
US, and countries. The main difference between a SIB and a DIB is
the outcomes funder. For a SIB, the outcomes funder is most of the
times the government whereas for a DIB is usually a donor (Source:
Instiglio, 2014).
Frequency outcomes measures
A frequency outcome measure (or a measure of ‘distance
travelled’) is one that measures the number of times that an event
occurs within a given period and captures the extent of improvement using a counts or scales. Examples of frequency outcome
measures are: number of days in the year that a child attends school,
the number of conviction events associated with an individual
within 12 months of discharge from prison, the number of times
that a community purchases chlorine for water treatment over a
certain time period, etc. (Source: Centre for Global Development &
Social Finance, 2013; Cabinet Office online SIBs Knowledge Box17)
Market failure
Market failure is a general term describing situations in which
market outcomes are not Pareto efficient. Market failure provides a
rational for government intervention. (Source: OECD, 2014; OECD
Glossary of Statistical Terms18)
https://data.gov.uk/sib_knowledge_box/glossary#capital
https://data.gov.uk/sib_knowledge_box/glossary#capital
18
https://stats.oecd.org/glossary/
16

17
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Outcomes
There are different ways to define outcomes, depending on
the case at hand. For example, the World Bank defines project
outcomes as the uptake, adoption or use of project outputs by the
project beneficiaries. Depending on the horizon over which outcomes are measured, an intermediate Outcome may be used, which
specifies a result proximate to an intended final outcome, but likely more achievable in the lifetime of a project. Example: Teachers
use the new teaching methods (intermediate outcome) to improve
learning among students (final outcome). (Source: Centre for Global
Development & Social Finance, 2013)
Outputs
Outputs are the supply-side deliverables, including the events,
products, capital goods or services that result from a project’s inputs (i.e. construction of a school). The key distinction between an
output (a specific good or service) and an outcome is that an output
typically is a change in the supply of goods and services (supply
side), while an outcome typically reflects changes in the utilisation
of goods and services (demand side). Outputs are often intended to
lead to outcomes/impact. (Source: Centre for Global Development
& Social Finance, 2013; Word Bank Results Terminology website19)
Propensity Score Matching (PSM)
Propensity-score matching (PSM) is a quasi-experimental
option used to estimate the difference in outcomes between beneficiaries and non-beneficiaries that is attributable to a particular
program. (Source: Better Evaluation website20)
19

20
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http://siteresources.worldbank.org/INTISPMA/Resources/383704-1184250322738/39860441250881992889/04_WorldBank_Results_Terminology.pdf
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Rate card
It is a list of outcomes and prices that the investors are willing
to pay for each outcome. The prices are calculated based on extensive research regarding the cost savings stemming from reduced
remedial assistance. (Source: Gustaffson-Wright et al., 2015)
Social enterprises
Any private entity conducted in the public interest, organised
with an entrepreneurial strategy but whose main purpose is not
the maximisation of profit but the attainment of certain economic
and social goals, which has the a capacity of bringing innovative
solutions to the problems of social exclusion and unemployment
(Source: OECD, 1999)
Special Purpose Vehicle (SPV)
A SPV is a legal entity (usually a limited company) that is created solely for a particular financial transaction or to fulfil a specific
contractual objective. SPVs can be viewed as a method of disaggregating the risks of an underlying pool of exposures held by the SPV
and reallocating them to investors willing to take on those risks.
(Source: Cabinet Office online SIBs Knowledge Box; PwC, 2011)
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Stage of
Development

Country

Location

Social Issue

Outcome Payer

Contract
Duration
(Years)

Implementation

Australia

New South
Wales

Intensive
Family Support
Services

New South Wales
Government

5

Implementation

Australia

New South
Wales

New Parent
Support &
Infant Family
Support

New South Wales
Government

7

Implementation

Belgium

Brussels

Unemployment
among youth
migrants

Actiris, Brussels Agency
for Employment

2

Implementation

Canada

Saskatchewan

Support living
home for
at-risk single
mothers

Government of
Saskatchewan

5

Implementation

Germany

Augsburg

Education &
Employment
for young
people

Bavarian State Ministry
of Labour & Social
Affairs, Family &
Integration

2

Implementation

India

Rajastan

Education
(Girls)

Children Investment
Fund Foundation

3

Implementation

Ireland

Dublin

Homelessness

Dublin City Council

1

Implementation

Netherlands

Rotterdam

Youth
Employment

Municipality of
Rotterdam

2

Implementation

Netherlands

Utrecht

Youth
Employment

Municipality of Utrecht

4

Implementation

Peru

Implementation

Portugal

Lisbon

School Performance

Lisbon Council

1

Implementation

Switzerland

Bern

Integration of
refugees into
job market

The Canton of BernDepartment of Health &
Welfare

5

Implementation

South Korea

Seoul

Child Welfare

Department of Women
& Family Policy, Office
of Children & Young
People, Seoul Metropolitan Government

3

Peruvian Ama- Cocoa & Coffee
zon Region

The Common Fund for
Commodities

Implementation

UK

Peterborough

Recidivism

Ministry of Justice

8

Implementation

UK

Essex Council

Foster Care

Essex County Council

5

Implementation

UK

Greater
Merseyside

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

Shoreditch,
London

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

Stratford,
Canning Town,
Royal Docks
(Newham),
Cathall (Waltham Forest)

Workforce
Development

Department of Work
& Pensions

3
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Implementation

UK

West Midlands
(Birmingham)

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

Nottingham
City

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

Perthshire
& Kinross,
Scotland

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

West London
(Brent, Ealing,
Hammersmith
& Fulham,
Hounslow,
Westminster,
& Haringey)

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

Thames Valley
(South West
England)

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

Greater
Manchester
(Manchester,
Salford, Bolton, Oldham,
Tameside)

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

Cardiff & New
Port

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

North West
England

Workforce
Development

Department of Work
& Pensions

3

Implementation

UK

London

Homelessness

Greater London Authority, funded by Department
for Communities & Local
Government (DCLG)

3

Implementation

UK

Wales

Foster Care

Cardiff

3

Implementation

UK

Country-wide

Adoption

Local authorities & Social
Outcomes Fund

10

Implementation

UK

Newcastle

Long-term
health
conditions

NHS NWCCG, Big
Lottery Fund & Cabinet
Office's Social Outcomes
Fund

7

Implementation

UK

Greenwich,
Manchester,
Oldham and
Rochdale

Youth Homelessness NEETs

Department of Communities and local
Government, and the
Cabinet Office’s Social
Outcomes Fund

3

Implementation

UK

Kirklees,
Calderdale &
Wakefield

Youth Homelessness NEETs

Department of Communities and local
Government, and the
Cabinet Office’s Social
Outcomes Fund

3
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Implementation

UK

Implementation

UK

Implementation

UK

Implementation

Liverpool &
Knowsley

Youth Homelessness NEETs

Department of Communities and local
Government, and the
Cabinet Office’s Social
Outcomes Fund

3

Gloucestershire, Youth HomeTewkesbury, lessness NEETs
Forest of
Dean, Stroud,
Cheltenham,
Gloucester City
and Cotswold

Department of Communities and local
Government, and the
Cabinet Office’s Social
Outcomes Fund

3

Birmingham,
Coventry,
Solihull,
Walsall and
Wyre Forest

Youth Homelessness NEETs

Department of Communities and local
Government, and the
Cabinet Office’s Social
Outcomes Fund

3

UK

Leicester,
Leicestershire,
Derby and
Derbyshire

Youth Homelessness NEETs

Department of Communities and local
Government, and the
Cabinet Office’s Social
Outcomes Fund

3

Implementation

UK

Worcestershire

Elderly

Clinical Commissioning
Group & the Cabinet
Office

Implementation

USA

Chicago

Early Childhood Development

Chicago Public Schools
& City of Chicago

17

Implementation

USA

Massachusetts

Recidivism

Commonwealth of
Massachusetts

7

Implementation

USA

New York City

Recidivism

New York City

4

Implementation

USA

New York State

Employment
for former
incarcerated

US Dept. of Labour and
NY State

5.5

Implementation

USA

Salt Lake City

Early Childhood Development

United Way of Salt Lake,
Salt Lake County (first
year) and State of Utah

12

Implementation

USA

Cuyahoga
county, Ohio

Housing &
Child Welfare

Implementation

USA

Massachusetts

Homelessness

Commonwealth of
Massachusetts

6

Implementation

USA

Fresno,
California

Asthma Management

California Endowment

2

Design

Australia

South
Australia

Homelessness

Government of South
Australia

Design

Chile

Santiago

Reducing
Recidivism

Design

Colombia

Bogota

Youth Unemployment

5
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Design

Costa Rica

San José

Water
Conservation

Design

Israel

Workforce
development
for ultra
orthodox Jews

Design

Israel

Workforce
development
for Arab citizens of Israel

Design

Israel

Reducing Type
II Diabetes
in high-risk
pre-diabetics

Design

Israel

Reducing
dropout rates
from higher
education

Board of Education

Design

Israel

Recidivism

Design

New Zealand

Employment
service to
People with
Mental Health
Conditions

Design

Rwanda

HIV/
adolescent
healthcare

Design

Uganda

Sleeping
sickness

Design

UK

Greater
Merseyside

Youth
Engagement

Cabinet Office,
Department of Work
& Pensions, & Ministry
of Justice

Design

UK

London

Youth
Engagement

Cabinet Office,
Department of Work
& Pensions, & Ministry
of Justice

Design

UK

Sheffield

Youth
Engagement

Cabinet Office,
Department of Work
& Pensions, & Ministry
of Justice

Design

UK

Greater
Manchester

Youth
Engagement

Cabinet Office,
Department of Work
& Pensions, & Ministry
of Justice

Design

UK

North East

Long-term health conditions

Cabinet Office

Design

UK

Children at the
age of care

Cabinet Office

Ybank

8

Design

UK

London & West
Midlands

Mental Illness

Cabinet Office

Design

UK

West
Midlands,
Birmingham,
Wolverhampton & Sandwell

Gangs-related
crime

Design

UK

Worcestershire

Elderly

Design

USA

Massachusetts,
Michigan, New
York, Utah and
Tennessee

Asthma
Management

Design

USA

Santa Clara
County,
California

Mental Health

Design

USA

Illinois

Child Welfare

State of Illinois

Design

USA

Massachusetts

Adult Basic
Education

Commonwealth of
Massachusetts

Design

USA

Colorado

Homelessness

Design

USA

Santa Clara
County,
California

Homelessness

Design

USA

South Carolina Child & Maternal Health

Design

USA

New York State

Child & Maternal Health
for People in
Poverty

New York State

Design

USA

Richmond,
California

Rehabilitating
& Repairing
Abandoned
Residential
Properties

Richmond City Council

Design

USA

Salt Lake, Utah

Maternal &
Child Health

Salt Lake County

Design

USA

Salt Lake, Utah

Criminal
Justice/
Recidivism

Salt Lake County

Design

South Africa

Western Cape

Early
Childhood
Development

Western Cape
Government & Treasury

3 to 5

Clinical Commissioning
Groups & the Cabinet
Office

7

6

South Carolina
Department of Heath
4

Note: This list includes SIBs identified until the cut-off date of this paper upon data availability (30 October 2015). It also includes few DIBs.
Source: OECD adapted from Instiglio SIBs world map (http://www.instiglio.org/en/sibs-worldwide/)
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