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Defined by its mission rather than by what it produces, 
the social economy is a peculiar economic sector with 
a set of its own challenges, especially when it comes to 
funding.

Published by the European Commission in December 
2021, the action plan on the social economy aims at 
improving the access to finance for actors in the social 
economy. With actors as diverse as those in the social 
economy, this is bound to be challenging.

In a series of articles, EURACTIV will dive into the 
question of how the social economy is and could be 
financed in the EU, taking into account both the reg-
ulatory point of view and the position of those who dis-
burse and receive the funding.
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Trying to push the social 
economy as a flourishing 
sector of the economy, the EU 

is using a variety of ways to overcome 
the tension at the heart of the social 
economy: How do you attract money 
to a sector that defines itself as not 
being about the money?

The problem begins in the very 
definition of the social economy. 
While economic sectors can usually 
be defined by what they produce or by 

what kind of services they provide, the 
social economy defines itself by how it 
does things.

Organisations of the social 
economy “share the objective of 
systematically putting people first, 
producing a positive impact on 
local communities and pursuing a 
social cause,” states the European 
Commission website.

“People before profits,” is how 

Mathilde Delabie of the trade 
association Cooperatives Europe puts 
it.

GOVERNANCE, 
PURPOSE, AND FUNDING 
DIFFICULTIES

One way in which this 
prioritisation can be ensured is 
through the governance structure of 
the organisation, as is the case with 
cooperatives, for example.

Executive vice-president of the Commission Valdis Dombrovskis and 
commissioner Nicolas Schmit unveiled the “Social Economy Action Plan” 

on 9 December 2021 in Brussels. [Christophe Licoppe (EC)]

State of play in social economy 
finance in the EU
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“A cooperative is collectively 
owned, and democratically 
governed,” Delabie told EURACTIV, 
arguing that this would 
automatically lead to different 
decisions on how the company 
operates and how it uses its profits.

However, social enterprises can 
also be incorporated as normal 
companies as long as they have some 
sort of collective governance and are 
credibly pursuing a positive social 
impact on society. According to the 
Commission, there are 13.6 million 
people working in 2.8 million 
entities of the social economy in the 
EU.

While social enterprises can 
differ in their economic sector, their 
organisational structure, or the kind 
of social impact they pursue, one 
thing seems to unite them: The need 
for funding and the difficulty in 
accessing it.

Admittedly, companies whose 
goal is not primarily to make money, 
do not look like the most attractive 
targets for investment. This is one 
of the reasons why the Commission 
presented an action plan on the 
social economy in December 2021, 
with access to finance being one 
of the key concerns that the plan 
should address.

THE LABYRINTH OF EU 
FUNDS

In line with the action plan, more 
funding for social economy actors 
is made available via EU funding 
programmes, like the European 
Social Fund Plus or the InvestEU 
programme.

However, EU funds are 
notoriously difficult to access for 
social businesses even though 

they are meant for them. At a 
recent conference on the social 
economy in Strasbourg, several 
social entrepreneurs pointed out 
how complicated it was to access 
European money.

Many of them do not even try, 
according to Delabie, who told 
EURACTIV that “it is extremely 
complicated” to apply for the funds, 
especially for small enterprises that 
do not have the spare resources to 
dedicate to this.

The Commission even funds 
organisations that should help social 
businesses navigate the bureaucratic 
labyrinth of accessing EU funds.

“We are aware of the problem,” 
a Commission official told a panel 
discussion at the social economy 
conference in Strasbourg.

Although the official said that 
the bureaucratic requirements 
were unlikely to be lowered, she 
argued that a forthcoming “EU 
Social Economy Gateway” would 
help social enterprises to access the 
relevant information all in one place.

“I think it would be very 
important to have a more centralised 
database for funding possibilities,” 
Narmin Aliyeva, the founder of a 
non-profit Lithuanian language 
learning platform, told EURACTIV.

TRANSPARENCY

Besides the EU funds, there is also 
private money that is invested in the 
social economy. To facilitate the task 
for socially-minded investors, the 
EU wants to improve the availability 
and reliability of data on various 
social aspects of the behaviour of 
companies.

Last year, for example, the 

Commission proposed a corporate 
sustainability reporting directive 
(CSRD) that aims to make reporting 
on non-financial aspects of a 
business just as important as the 
financial aspects over time.

The details of the directive are 
currently still being negotiated. 
Both the European Parliament and 
member state governments have to 
agree on the directive for it to come 
into force.

Moreover, work is being done 
on a “social taxonomy” that would 
define what kind of investments can 
be considered social.

However, progress on the social 
taxonomy seems to have stalled 
according to a source involved in the 
“Platform on Sustainable Finance” 
that advises the Commission on 
how to set up and implement the 
taxonomy.

The intense debates around the 
environmental taxonomy over the 
past months show how difficult such 
definitions can be.
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Social economy should not be 
thought of as an alternative to 
public services, according to the 

European Commissioner for jobs and 
social rights. Nevertheless, Nicolas 
Schmit argued that there was a need 
for a “third way” between the private, 
profit-oriented economy and publicly 
provided services that can be served 
by the social economy.

“I’m not convinced that the 
classical capital company is delivering 
the right services for a lot of social 
activities,” Schmit told EURACTIV 
in an interview held in his office that 
overlooks the rooftops of Strasbourg.

As a normal company, he said, 
one would always have to think about 
how to make a lot of money for the 
shareholders, which is incompatible 

with some social services. Schmit gave 
the example of the French retirement 
home operator Orpea.

A book called “Les Fossoyeurs” 
(the gravediggers) by the journalist 
Victor Castanet recently exposed how 
retirees had been mistreated, starved 
and left lying in their excrements in 
the retirement homes operated by 
Orpea.

European Commissionner in charge of Jobs and Social Rights Nicolas 
Schmit. [Julien Warnand (EPA-EFE)]

Commissioner Schmit: You cannot 
make money on social services
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A ‘THIRD WAY’ FOR 
SOCIAL ENTERPRISES

A government investigation 
concluded that the company 
had “given priority to financial 
performance” instead of the well-
being of the inhabitants.

“You cannot make money on 
this kind of social services,” Schmit 
said, arguing that private businesses 
should not replace public services.

Nevertheless, he stressed, there is 
space for private initiatives: “I think 
there is this kind of ‘third way’ for 
social enterprises,” he said.

According to Schmit, the 
advantage of the social economy 
was that it was not constrained 
by the need to create a maximum 
shareholder value that was prevalent 
in much of the private economy, 
or by the restrictive bureaucratic 
requirements that are known to 
plague the public sector.

As for the funding of the social 
economy, Schmit argued for both 
private and public money, and for the 
reinvestment of its own profits.

“In principle, the social economy 
is not a profit-oriented business, 
which does not mean that they 
cannot make profits. But the profits 
are reinvested and no given to 
shareholders,” he explained.

There can even be a place for 
venture capitalists in the field, 
Schmitt said, as long as they were not 
asking for returns of 10% or 15%.

LEAVING NEOLIBERAL 
CAPITALISM BEHIND?

The logical presumption of the 
social economy as a concept is that 
the rest of the economy is not very 
good at delivering social outcomes. 
However, the Commissioner for jobs 
and social rights voiced hope that 
the rest of the economy might be 
inspired by the social economy.

“I think we are now in a process 
where finally the real idea of 
neoliberal capitalism has lost 
some attractiveness,” Schmit told 
EURACTIV, referring to the neoliberal 
economist Milton Friedman. In a 1970 
essay, Friedman famously claimed 
that “the social responsibility of 
business is to increase its profits.”

Although Schmit argued that this 
idea belonged to the past, he stressed 
that the rest of the economy would 
not necessarily become more social. 
A part of the modern economy has 
become very precarious for workers, 
especially the platform economy. 
Schmit advertised the legislative 
proposal to regulate platform work.

“These people should have social 
rights and collective bargaining,” 
he said, encouraging trade unions 
to reach out to this new class of 
marginalised workers.

“We cannot have a social market 
economy, we cannot have a balance 
between the interests of workers and 
the interest of capital if one side is not 
really represented. If one side is not 
really organised, this would mean 
that we go back to a 19th century 
system,” Schmit warned.

“This is a big responsibility also 
on the shoulders of unions to be able 
to be attractive and convincing to this 
new type of workers,” he said.

https://www.lemonde.fr/societe/article/2022/04/05/scandale-orpea-le-gouvernement-publie-finalement-le-rapport-d-enquete-administrative_6120712_3224.html
https://www.nytimes.com/1970/09/13/archives/a-friedman-doctrine-the-social-responsibility-of-business-is-to.html
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While the debate regarding 
the environmental 
taxonomy rages between 

EU member state governments, 
the project of establishing a social 
taxonomy is put on the backburner 
by the EU Commission, according to 
multiple sources, potentially delaying 
the process by several years.

The social taxonomy was meant 
to determine which businesses and 
thus which investments could be 
considered social, just as the currently 
debated sustainability taxonomy 
should define which economic 
activities are environmentally 

sustainable.

In theory, this should help direct 
money into social sectors and 
activities.

In February 2022, the Platform 
on Sustainable Finance presented its 
final report on the social taxonomy, 
suggesting that a future social 
taxonomy should consider three 
objectives: Decent work along the 
entire value chain, adequate living 
standards and wellbeing for end-
users, and inclusive and sustainable 
communities.

COMMISSION IS HOLDING 
BACK

Now, it seems that this taxonomy 
might not materialise any time soon.

Multiple sources close to the issue 
confirmed to EURACTIV that the 
Commission was stalling the work 
on the social taxonomy, making a 
proposal by the Commission within its 
current mandate highly unlikely.

“It is very clear that the Commission 
will not move forward on this until 
the end of this mandate in 2024,” one 
source told EURACTIV, calling it “a 

European Commissioner for Financial Stability, Financial Services and the Capital Markets Union, 
Mairead McGuinness is responsible for implementing the environmental taxonomy, that is hotly 

debated at the moment. This risks spelling doom for the social taxonomy. [Olivier Hoslet (EPA-EFE)]

Social Taxonomy risks death by 
Commission neglect

B y  J á n o s  A m m a n n  |  E U R A C T I V. c o m

L a n g u a g e s :  F r e n c h

https://www.euractiv.fr/section/economie/news/la-commission-menace-de-releguer-la-taxonomie-sociale-au-second-plan/?_ga=2.258939917.685074016.1652690887-1399841842.1643883858


9SPECIAL REPORT | FINANCING THE SOCIAL ECONOMY |  EURACTIV 

step backwards” for the sustainable 
finance agenda.

The current troubles of agreeing 
on an environmental taxonomy 
among member states seems to be 
one of the main reasons behind the 
Commission’s reluctance to push for 
a social taxonomy.

While the environmental 
taxonomy can, at least in theory, 
be directly derived from scientific 
knowledge about the physical 
reality of climate change, the social 
taxonomy is much more political. For 
example, a social taxonomy would 
have to find a workable definition of 
objectives like decent work, adequate 
living standards, and inclusive 
communities.

Thus, if the debate around the 
environmental taxonomy is already 
contentious, a discussion on a social 
taxonomy might be even more 
divisive.

 “NO DECISION HAS BEEN 
TAKEN”

Some sources fear more than 
just a delay of the social taxonomy 
by a year or two. As the technical 
work on the social taxonomy is not 
as advanced as the environmental 

taxonomy, a lot of work remains to be 
done.

“If this EU Commission stops 
the work on the social taxonomy, 
the next Commission will not have 
the technical basis to propose a 
social taxonomy fast,” one source 
told EURACTIV, adding that the 
Commission was deliberately 
delaying the work on the social 
taxonomy.

The EU Commission, meanwhile, 
neither confirmed nor denied that 
the social taxonomy had been put on 
the backburner.

In a written statement, the EU 
Commission told EURACTIV that “no 
decision has been taken at this stage 
on the social taxonomy.”

“As required by the Taxonomy 
Regulation, the Commission will 
publish its own report on the merits 
of possible provisions to extend 
the Taxonomy Regulation to cover 
social objectives in due course,” 
the Commission stated without 
providing a timeline for when such a 
report might be forthcoming.

The Commission appears to 
be prioritising the work on the 
environmental taxonomy and the 

green bond standard.

“Currently, the Commission is 
focusing on the implementation of 
the sustainable finance framework, 
following up on the actions outlined 
in last July’s strategy on sustainable 
finance,” the Commission’s statement 
pointed out.

EU lawmaker Sirpa Pietikäinen 
of the centre-right European 
People’s Party said she hoped the EU 
Commission would put the social 
taxonomy forward soon.

“We desperately need more social 
investment,” she told EURACTIV, 
arguing that a social taxonomy was 
necessary to achieve this.

“We are expecting that the social 
taxonomy is coming,” she said before 
adding that the European Parliament 
will increase pressure on the 
Commission if there is no progress.
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From the EU Commission to the 
European Investment Fund, 
banks and venture capitalists, 

and then social enterprises, money 
changes hands many times before 
reaching its final destination.

The social economy is not the 
most obvious business case, hence 
why the EU tries to support it with its 
own funds. However, large amounts of 
public money might also tempt corrupt 
behaviour, so the EU introduced a 
variety of controls to make sure that 
the money is used correctly.

However, if the social 

entrepreneurs gathering at the social 
economy conference in Strasbourg 
in early May are representative of 
the sector, the requirements make 
it very difficult for individual social 
businesses to figure out how to access 
EU funds.

THE MANY STEPS OF 
SOCIAL ECONOMY 
FINANCE

Indeed, the money takes several 
intermediate steps to get from the EU 
Commission to the social enterprises 
on the ground. A large part of the 

funding goes through the European 
Investment Fund (EIF), which gets its 
mandate from the EU Commission.

The EIF, in turn, does not disburse 
the money directly to the organisations 
that need it but provides budget 
guarantees to financial intermediaries 
who then lend it to the companies.

Asked about why this process had 
to take all these steps at the social 
economy conference in Strasbourg, 
the EIF’s Deputy Chief Executive 
Roger Havenith argued that the 
multi-step process made sense as 
neither the Commission nor the EIF 

The social finance division of Erste Group is aiming for a “Black Zero”, 
according to Peter Surek, who heads the division. [SZILARD KOSZTICSAK 

(EPA-EFE)]

The bankers of 
the social economy
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had the local expertise to decide on 
financing individual companies and 
organisations.

“The financial intermediaries are 
closer to the ground,” he said, adding 
that all the paperwork the social 
enterprises complained about was 
necessary to make sure EU money 
was well-spent.

COMPLEXITIES ON THE 
GROUND

One of these financial 
intermediaries is Erste Group, an 
Austrian savings bank with a large 
presence in Central and Eastern 
Europe. Its head of Social Banking, 
Peter Surek explained to EURACTIV 
why financing social businesses are 
more complicated than financing 
regular businesses.

“In social businesses, there are 
different revenue sources. Some of 
them have donations, some receive 
subsidies, and some have their 
normal business revenues. For all of 
these cases, we have to analyse how 
stable they are.”

“There is this complexity with 
donations and subsidies, which 
usually is not the case with regular 
businesses,” he said.

The social enterprises and 
organisations usually recur to his 
bank when they need a loan for an 
investment or to bridge a liquidity 
gap in their day-to-day operations.

“But what is also very important 
is bridge financing,” Surek told 
EURACTIV, explaining that many 
organisations have received a 
contribution from EU funds or an EU 
project, but the money has not been 
paid out yet.

“Our loans allow the companies 
to pay the salaries and the running 
costs until the EU funds are paid out,” 
he said.

PATIENT CAPITAL FOR 
THE VALLEY OF DEATH

Equity or quasi-equity is another 
way to pump money into the 
social economy. Markus Freiburg, 
founder of the “Financing Agency 
for Social Entrepreneurship” 
(Finanzierungsagentur für Social 
Entrepreneurship, FASE), explained 
that “patient capital” was needed to 
scale up the operations of a social 
enterprise to a decent and self-
sustaining size.

“We see that the majority of the 
investors are waiting at the end of the 
pipeline. Everybody wants to invest 
in social enterprises that have been 
around for five years, have revenues 
of more than one million and are 
already making a profit,” he told 
EURACTIV.

But to get to this point, social 
enterprises have to pass through a 
“valley of death”, as Freiburg calls 
it, in which only very few willing 

investors can be found. Through 
this valley, he and his agency try to 
accompany companies with funding 
supported by EU guarantees.

NOT SO LUCRATIVE, BUT 
THAT’S NOT THE POINT

Both Surek and Freiburg say that 
financing in the social economy is 
and cannot be very lucrative. Surek’s 
Erste Group wants to achieve a “black 
zero” with its social finance division, 
meaning that it aims to cover its costs 
but not much more.

Given the bigger risk of equity 
financing than debt financing, 
investors that Freiburg’s FASE 
accompanies in their social economy 
investments expect to earn a decent 
return. However, it is still below 
normal venture capital returns, 
which for some “impact investors” 
is difficult to accept, according to 
Freiburg.

“In the impact investing field, 
many people seem to be stuck in 
the neoliberal thinking of the 80s 
somehow, because they still believe 
that major societal issues can be 
solved by business models and that 
these business models can bring 
market-like returns.”

“I think we have to be more 
realistic,” Freiburg told EURACTIV, 
arguing that it is already a good 
result if social businesses manage to 
produce a return on investment.
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From idealism to action. Now, 
for the first time, the social 
economy and social investment 

have a seat at the EU’s policy table.

Roberta Bosurgi is the CEO of 
EVPA, European Venture Philanthropy 
Association.

In December 2021 the European 
Commission launched the European 
Action Plan for Social Economy. The 
plan proposes measures to enable 

the social economy, with the aim of 
powering a green and just transition.

Social investors have been 
working towards and advocating the 
launch of such a plan for years. This 
community has provided pioneering 
support to social enterprises and 
social purpose organisations, having 
understood early on their crucial role 
in contributing to sustainable growth.

The plan’s launch couldn’t come 

any sooner. The social economy is 
expanding; it currently represents 
around 2.8 million entities in the 
EU, and provides 13 million paid 
jobs. Furthermore, the Covid-19 
pandemic saw social entrepreneurs 
play an outsize role: they were on the 
frontlines, providing critical services 
and care to the most vulnerable, and 
acting as a crucial social safety net. 
In light of this experience, social 
entrepreneurs and their supporting 
investors have the practical know-

Setting up the European social 
economy to thrive

P R O M O T E D  C O N T E N T

DISCLAIMER: All opinions in this column reflect the views of the author(s), not of EURACTIV Media network.
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how to make sure Europe’s Covid-19 
recovery is fair for all.

The social economy has crossed 
from idealism to action. There is a 
clear value to keeping the idealists 
active in this context: their practical 
experience is crucial. And when 
it comes to navigating access to 
European funds and ensuring the 
integrity of impact initiatives, the 
social investment community holds 
the expertise that can ensure the 
social economy thrives.

MONEY MATTERS

The shift to a strengthened 
social economy will not happen 
without resources. Fortunately, 
there are resources at hand: the 
European Union approved a 
2021-2027 financial framework 
and NextGenerationEU stimulus 
programme, in combination worth 2 
trillion euros.

This package includes InvestEU, a 
new programme that brings together 
under one roof the multitude of 
EU financial instruments currently 
available to support investment in 
the EU. The InvestEU fund has a 
dedicated area for social investment 
and skills.

New funding opportunities 
have the potential to reinforce the 
capacity of social investors and 
mobilise more resources and private 
investments for a just and green 
transition. What remains uncertain 
is whether the EU will take the right 
steps to ensure social investors can 
access this funding.

For social investors, common 
accessibility challenges include:
• All funds must navigate a com-

plex legislative environment, 
where state aid, cross border ac-
tivities and taxes vary depending 
on the fund’s area of operations.

• First-time funds face challenges 
in establishing the necessary 
credibility to attract investors.

• Investors in early-stage social 
enterprises can encounter high 
costs and risks, out of balance 
with the small ticket sizes (e.g. 
<500k) these enterprises typical-
ly call for as initial investments.

The EU has pointed toward 
solutions to some of these challenges 
as well; indeed, one cornerstone 
of the EU Social Economy Action 
Plan is improving access to finance. 
The plan foresees a new EU Social 
Economy Gateway, which should 
provide a clear entry point for social 
economy stakeholders seeking 
information on relevant EU funding, 
policies, platforms and initiatives. 
This could enable both social 
enterprises and investors to identify 
more funding opportunities at local 
and EU levels.

National public authorities also 
play a crucial role in facilitating 
access to funding, as the majority of 
the EU funding is decentralised to 
member states for them to drive and 
disburse. These institutions should 
therefore engage in dialogue with 
the private social investment market 
and leverage this community’s 
expertise to ensure impactful public-
private co-investments.

ENSURING REAL IMPACT

Better measurement and 
management of social impact is 
also at the core of the EU’s plan. In 
parallel, the European Commission 
is working on a new Social Taxonomy 
to augment the EU’s sustainable 
finance strategy.

With the rise of ESG criteria 
and sustainable investments, clear 
definitions of social objectives are 
crucial. The net zero transition will 
not happen without also taking 
social aspects into account: we need 
a green and just transition.

Whether a social taxonomy is the 
best way to do this is still unclear, 
but standardised tools to measure 
the social impact of investments are 
a valid first step. EU standards for 
sustainable finance can encourage 
green and just investments, but only 
if they act as an accurate barometer 
and truly prevent green and social 
washing.

This is where EU policymakers 
can learn from the impact space 
and its longstanding expertise. 
Our community has been setting 
standards for decades and will be 
instrumental in empowering others 
and raising the bar in assessing the 
social value of an investment.

Ensuring real impact has always 
been a guiding principle of this 
community; as the social economy 
evolves, it becomes not just a 
principle but an achievable goal.
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