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EXECUTIVE SUMMARY

The Social and Solidarity Economy (SSE) has emerged as a critical driver of sustainable
economic and social development. Focused on creating positive social impact rather than
profit maximization, SSE organizations and enterprises (SSEOEs), including social enterprises,
cooperatives, mutuals, foundations and self-help groups play an essential role in addressing
societal challenges, particularly in marginalized communities. These organizations prioritize
social values, economic inclusion and environmental sustainability, creating economic
opportunities for underserved populations while contributing to the broader goal of social
justice and inclusive development, as well as providing affordable goods and services in
underserved areas or sectors. The importance of the SSE is particularly evident in the context
of growing global inequality, triple planetary crises and the ongoing search for alternative
economic models that leave no one behind.

Despite the growing significance of the SSE sector, one of the major challenges it faces is access
to finance. Traditional financial systems often overlook or undervalue these organizations
because of their focus on non-profit motives, social goals and perceived relatively high-risk
business models. As a result, social enterprises and cooperatives struggle to secure the capital
necessary to scale their impact, even though they contribute significantly to job creation,
poverty alleviation and social inclusion. To address this issue, this report explores the various
financing mechanisms, policy frameworks and institutional arrangements that have been
developed to support SSEOEs in different regions of the world.

The report focuses particularly on innovative and adaptable financial solutions that can
help overcome the financing barriers faced by SSEOEs. These include blended finance,
impact investing, crowdfunding and social impact bonds, which combine public, private
and philanthropic capital. These tools are designed to offer patient capital and long-term
investments that align with the social and environmental goals of SSEOEs. Blended finance
in particular has gained traction as a viable way to bring together different funding sources
to support social enterprises and cooperatives, mitigating the risks associated with financing
high-impact organizations. Alongside these financing mechanisms, policy support from
governments can create an enabling environment through, e.g., subsidies, grants, tax
incentives and guarantee schemes that help reduce financial risks for investors and lenders
while supporting the growth of social enterprises.

In addition to these financial instruments, the development of an enabling ecosystem for
social enterprises is essential. Many SSEOEs face barriers related to investment readiness, such
as a lack of business skills, weak governance structures or insufficient track records. These
challenges often prevent social enterprises from attracting mainstream investment. Therefore,
it is crucial that capacity-building initiatives — such as business development services, training
programmes and advisory services — be provided alongside financial support to help these
organizations develop sustainable business models, improve their ability to hire and deliver
goods and services for often marginalized communities, and strengthen their investment
readiness. This approach enhances the long-term sustainability of SSEOEs and maximizes their
social impact.



A key aspect of SSE financing is the importance of social impact measurement. In order to
attract and retain investors, it is vital that social enterprises can demonstrate their social value
in measurable and transparent ways. Impact measurement tools and frameworks provide
essential data that allow investors to assess the social and environmental outcomes of their
investments, aligning financial returns with positive social results. This contributes to greater
accountability and transparency within the SSE sector, fostering trust and encouraging more
investors to consider social and environmental criteria when making investment decisions.
As the sector continues to evolve, the development of standardized impact measurement
frameworks will be essential in helping investors better evaluate the effectiveness of their
investments.

The Americas have seen growing interest in impact investing and social finance initiatives,
particularly in Brazil, where microfinance and community investment funds have played an
essential role in supporting solidarity economy enterprises. In Canada, the social finance
landscape has been strengthened through initiatives like the Social Finance Fund, a federal
investment of Can$755 million ($525 million) aimed at supporting charities, non-profits and
social enterprises. This fund is designed to help mobilize private capital for public good and
scale innovative solutions to solve social challenges. In addition, regional actors such as the
Chantier de 'économie socialein Québec have played a pioneering role in developing financing
tools specifically tailored to the needs of SSEOEs. Despite remaining challenges in accessing
mainstream financial markets, these initiatives highlight Canada’s growing commitment to
building a robust and inclusive ecosystem for social finance and impact investment across the
country.

In Africa, SSE organizations are critical to addressing poverty, unemployment, economic
inequality, and informality. Countries such as South Africa and Senegal have introduced
targeted policies to promote the development of cooperatives and worker-owned businesses.
These initiatives focus on creating employment and increasing formal economic participation
for marginalized populations. Additionally, community-driven finance and microcredit
schemes have been introduced to support the growth of social enterprises in Africa, helping
them expand and scale their impact. These models are particularly relevant in regions facing
high levels of poverty and limited access to traditional finance.

Europe has been a frontrunner in fostering social economy initiatives through comprehensive
policy frameworks and financial innovations. The European Union has supported the sector
through programmes such as the Social Economy Action Plan, which encourages investment
in social enterprises, and by developing social finance markets that offer new funding
models. France plays a pioneering role and is a global leader in the SSE. It adopted a Law on
Social and Solidarity Economy in 2014 and has developed a financial ecosystem for the SSE,
including the investment of between 5 per cent and 10 per cent of employees’saving funds in
innovative social and economy projects. Scotland too has taken a leading role in creating an
integrated framework to support SSEOEs, combining government support, capacity-building
programmes, and innovative financing models. Similarly, Spain has developed a strong legal
framework to support social enterprises and cooperatives, with a focus on public—private
partnerships that leverage resources to grow the sector. These countries offer examples of
good practices by governments that create an enabling environment for SSEOEs to thrive.

In Asia, South Korea has taken significant steps to integrate SSEOEs into its national policy
landscape. The Korean government has implemented a range of financing solutions, such as
social impact bonds and crowdfunding platforms, designed to address the unique needs of
social enterprises. Additionally, the Social Finance Promotion Programme in South Korea has
provided a comprehensive approach to increase access to finance for social enterprises by



incorporating the SSE into national financing policies for small and medium-sized enterprises
(SMEs). These initiatives have led to the creation of wholesale funds for social enterprises and
promoted collaboration between public agencies, private sector investors and social finance
intermediaries.

The case studies from different regions, provide invaluable insights into the diverse strategies
and innovative financing models that have been developed to support the SSE sector. These
case studies demonstrate how policy frameworks, financial instruments and public—private
partnerships are evolving to meet the unique needs of social enterprises and cooperatives
in different socio-economic contexts. By examining these regional experiences, the report
highlights the flexibility and adaptability of SSE financing models, showcasing how they can
be tailored to local conditions. They underscore the importance of collaboration between
governments, investors and SSEOEs to create a sustainable and supportive ecosystem for
social enterprises.

Looking ahead, the future of SSE financing will depend on the continued development of
innovative financial instruments that meet the unique needs of social enterprises. In their fight
against inequality and in striving to achieve the Sustainable Development Goals, Governments
must continue to support SSEOEs by creating favourable regulatory environments and offering
financial incentives such as tax relief, grants and low-interest loans. Public—private partnerships
will be crucial in leveraging resources and expertise to foster the growth of social enterprises.
Furthermore, international collaboration and knowledge-sharing among governments,
investors and social enterprises will be essential to expanding access to finance for SSEOEs in
developing regions. As the global community increasingly recognizes the importance of the
SSE in achieving the Sustainable Development Goals, the sector’s potential to drive positive
social, environmental and economic change will continue to expand. The TWGFAS of the
UNTFSSE will continue to support these efforts.
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1. Introduction

The United Nations General Assembly Resolution A/RES/77/281 (April 18, 2023) and
A/RES/79/213 (December 19, 2024) encourage financial institutions to support the social and
SSE through adapted financial instruments. The 2024 Resolution also invites Member States
to consider the role of the SSE in processes such as the 4th International Conference on
Financing for Development, to be held in Seville, Spain in 2025, and to enhance support for
SSE entrepreneurship, access to finance and capacity-building.

Following the 2023 Resolution, the UNTFSSE adopted a 2024-2026 Strategic Action Plan,
including a priority area focused on facilitating access to finance for SSE entities, with UNCTAD
leading this effort. To implement this, UNCTAD created the TWGFAS in 2024, which includes
active participation from United Nations agencies, Member States and SSE organizations.

The TWGFAS met three times in 2024, with key presentations from entities like the Agence
Francaise de Développement (French Development Agency, AFD), Spanish Company for
Development Financing (COFIDES), the European Investment Fund (EIF) and others on
strategies for inclusive finance. The third meeting in November included discussions with the
Asian Development Bank (ADB) and the Korean Social Value and Solidarity Foundation.

This report aims to inform multilateral development banks (MDBs) about financing the SSE
and encourage them to offer more diverse financing tools. The report’s objectives include:
sharing best practices across countries and continents to inform multilateral, international and
regional financial institutions and development banks; to serve as a basis for the TWGFAS to
engage with these financial institutions; to provide options for countries intending to develop
or deepen their financial ecosystem to support the SSE; and to contribute to processes such as
the 4th International Conference on Financing for Development.

The United Nations Task Force on Social and Solidarity Economy

The UNTFSSE was created in 2013 to raise the visibility of the SSE within the United
Nations system and beyond, in the context of the 2030 Agenda for Sustainable
Development. Its goals include:

* enhancing recognition of the role of the SSE in sustainable development

* promoting knowledge of the SSE and consolidating SSE networks

* supporting a favourable policy environment

* fostering international cooperation

The UNTFSSE includes a range of United Nations agencies and non-governmental
organizations (NGOs) working in the field of social and economic research and
development.'

1 See the list of UNTFSSE members and observers: https://unsse.org/about.
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1.1 DEFINING THE SOCIAL AND SOLIDARITY
ECONOMY

This report benefits from the internationally agreed definition of the SSE, established through
the United Nations General Assembly Resolution on “Promoting the Social and Solidarity
Economy for Sustainable Development” (A/RES/77/281) in April 2023. It defines the SSE as:

Social and solidarity economy encompasses enterprises, organizations and other entities
that are engaged in economic, social and environmental activities to serve the collective
and/or general interest, which are based on the principles of voluntary cooperation and
mutual aid, democratic and/or participatory governance, autonomy and independence
and the primacy of people and social purpose over capital in the distribution and use
of surpluses and/or profits, as well as assets, that social and solidarity economy entities
aspire to long-term viability and sustainability and to the transition from the informal to
the formal economy and operate in all sectors of the economy, that they put into practice
a set of values which are intrinsic to their functioning and consistent with care for people
and planet, equality and fairness, interdependence, self-governance, transparency and
accountability and the attainment of decent work and livelihoods and that, according
to national circumstances, the social and solidarity economy includes cooperatives,
associations, mutual societies, foundations, social enterprises, self-help groups and other
entities operating in accordance with the values and principles of the social and solidarity
economy (UNGA, 2023).

This definition aligns with the ILO Resolution concerning decent work and the SSE, adopted in
June 2022 (ILO, 2022), also mentioned in the United Nations General Assembly resolution. It
highlights several key aspects of the SSE:

* |t is broad in scope, encompassing a range of different types of entities, including
cooperatives, mutual societies, associations, foundations, social enterprises, self-help
groups and more.

* ltis driven by a social and/or environmental purpose which aims to benefit the collective
interest or the community, rather than just individual members or shareholders.

* It is based on democratic and participatory principles, with members and stakeholders
actively participating in the way the organization is managed.

* Itis autonomous and responsible, managing its own affairs in a way that is accountable to
its members and the wider community.

The SSE has deep historical roots in various forms of collective action and mutual aid, dating
back centuries through cooperatives, mutual societies and associations that emerged in
response to social and economic challenges. There has been renewed recognition of the SSE in
recent decades, not as an alternative to traditional economic models, but as a transformative
approach that integrates economic activity to achieve social impact. This represents a
fundamental shift from viewing profit as an end, to seeing profit as an instrument for achieving
social and environmental goals.

This report recognizes that the SSE generates important social and environmental benefits but
faces specific challenges in accessing appropriate financial products, especially in the early
stages of organizational development. Making this issue a policy priority is essential to unlock
the full potential of the SSE for sustainable development.

Capturing the full scope and impact of the SSE presents a significant challenge. A fundamental
problem is that definitions and legal frameworks vary across countries; what constitutes SSE



in one jurisdiction might not be recognized as such in another, meaning that international
comparisons are difficult. This complexity is compounded by different cultural and historical
contexts that influence how the SSE is understood and implemented in various regions.

The challenge in capturing the full scope and impact of the SSE extends to data collection
methodologies. Current approaches rely on diverse data sources and collection methods,
leading to inconsistency in the ways in which SSE activities are identified and measured. A
particular limitation is the underrepresentation of crucial activities such as volunteering and
membership of SSE entities such as cooperatives, which form the backbone of many SSE
organizations but are often difficult to quantify in traditional economic terms.

The informal nature of many SSE activities presents another challenge for measurement.
Smaller SSE entities, particularly those operating in the informal economy, often fall outside
official statistics, leading to an underestimation of the true scale and impact of the sector. This
gap in measurement is particularly significant in developing economies where informal SSE
activities play a crucial role in community development and social support systems.

While recognizing the importance of the SSE and the challenges in measuring its full impact,
the UNTFSSE has taken decisive action. The establishment of the Technical Working Group on
SSE Statistics (TWG-SSES) in 2024, supported by the ILO and the Government of the Republic of
Korea, marks a significant step forward in developing comprehensive measurement frameworks.

In summary, the SSE’s significant economic impact, coupled with its social mission, positions it
as a crucial player in building more inclusive and sustainable economies.

1.2 A GLOBAL MOMENTUM

The roots of the SSE can be traced back to mutual societies and cooperative movements that
emerged in response to social and economic challenges. Although global data on the SSE are
scarce, the International Cooperative Alliance? estimates:

* there are 3 million cooperatives on Earth

* cooperatives provide jobs or work opportunities to 10 per cent of the world's employed
population

e atleast 12 per cent of human beings are members of a cooperative

In the European Union alone, the SSE includes over 4.3 million entities, employs 6.3 per cent of
the workforce and plays a key role in addressing inequality, social inclusion and environmental
sustainability.

Since 2013, the SSE has achieved several key milestones. Together these milestones reflect
a growing global momentum that is evident in the adoption of concrete policy actions and
the establishment of institutional frameworks at various levels. In addition to the resolutions
mentioned above, the milestones include:

* In 2021 the European Union adopted its Social Economy Action Plan (SEAP)® which
recognizes the potential of the social economy and creates conditions for it to thrive.

e Also in 2021, the European Union adopted its Industrial Strategy,* identifying “proximity

2 See https://ica.coop/en/about-us/international-cooperative-alliance.
See https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021DC0778.

4 See https://commission.europa.eu/document/download/9ab0244c-6ca3-4b11-bef9-422c7eb34f39_
en?filename=communication-industrial-strategy-update-2020_en.pdf.
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and social economy” as one of the 14 industrial ecosystems for the resilience, strategic
autonomy and sustainable development of the European Union Single Market. Central
to the social economy strategy of the European Union is the Social Economy Gateway,
launched in June 2023 as a comprehensive digital platform serving multiple stakeholders
across the sector.

In 2023, the Council of the European Union, adopted the Council Recommendation on
developing social economy framework conditions® that provides guidance to the 27
European Union Member States on how public policies, legal frameworks, administrative
and institutional structures can be designed or adapted to support social economy entities
and engage with social economy stakeholders.

In 2024 the African Union (AU) adopted its Ten-year SSE Strategy and Implementation Plan.
The strategy defines the SSE and recognizes its contribution to other African Union policies
such as Agenda 2063: The Africa We Want.

Also in 2024, the Ibero-American Network for the Promotion of the SSE was constituted by
the governments of Brazil, Chile, Colombia, Guatemala, Mexico and Spain.

Beyond these milestones, the SSE has emerged as a significant force in both developed and
developing economies, demonstrating remarkable resilience and contribution to sustainable
development. Recent data from the World Cooperative Monitor reveals the substantial
economic footprint of cooperatives, one of the main components of the SSE. In 2021, the
top 300 cooperatives and mutuals globally generated a combined turnover of $2,409 billion,
highlighting their significant economic impact.

The social and solidarity economy and the Sustainable Development Goals

Social and solidarity economy organizations and enterprises contribute to the
achievement of all the SDGs:

They play a key role in the fight against poverty (SDG 1) by providing relevant
solutions to basic needs in food (SDG 2), health (SDG 3), education (SDG 4),
gender equality (SDG 5), water (SDG 6) and energy (SDG 7). SSE enterprises and
organizations contribute to wealth creation for people and decent work and
employment conditions (SDG 8) and have a strong capacity to be innovative
and resilient (SDG 9), helping to reduce economic and social inequalities (SDG
10) and making cities more livable (SDG 11). They also highlight the importance
of responsible consumption and production (SDG 12), of action against climate
change (SDG 13) and of protecting aquatic (SDG 14) and terrestrial life (SDG 15).
Their participatory and democratic functioning makes them effective, accountable
and inclusive institutions (SDG 16) and integrated into networks of cooperation and
partnership (SDG 17) (UNTFSSE, nd).

5

See https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32023H01344.
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1.3 SCALING UPTHE SOCIAL AND SOLIDARITY
ECONOMY

Expanding SSE means addressing challenges in finance, funding and capacity-building. Their
unique structure - in which social purpose takes precedence, profits support social goals and
assets are protected — can make accessing traditional business financing difficult. Barriers vary
based on factors like the organization’s age, sector and location, particularly for start-ups or
regions with fewer SSE organizations, limiting internal financing options or tailored funding
opportunities.

Traditional financial institutions often view SSEOEs as high-risk because of their hybrid
nature and focus on underserved groups, such as work integration social enterprises. To fill
this gap, specialized financing options like ethical banking, financial cooperatives, solidarity
microfinance and patient capital funds have emerged.

Impact investing, now exceeding $500 billion globally, offers opportunities but its benefits
for SSE organizations remain unclear. Ensuring alignment with SSE principles is crucial. Public
policies also play a vital role. For example, the InvestEU programme of the European Union
funds social investments, while countries like France have developed strong solidarity finance
systems with tools such as 90/10 funds and social impact contracts. Spain has launched major
initiatives, including a €2.5 billion ($2.7 billion) Strategic Project for Economic Recovery and
Transformation (PERTE) for Social Economy and Care and a €400 million ($437 million) Social
Impact Fund (FIS).

Capacity-building is another key area for scaling the SSE sector, especially in balancing
social impact with financial sustainability. This involves strengthening management skills,
improving financial literacy, creating impact measurement frameworks and supporting digital
transformation. Regional initiatives, like the Social Economy Gateway of the European Union,
demonstrate how centralized platforms can facilitate knowledge sharing and resource access.
Specialized support structures, such as the Korean Social Value and Solidarity Foundation and
technical assistance providers in the province of Quebec in Canada, further emphasize the
importance of dedicated capacity-building infrastructure.

Scaling SSE impact requires a comprehensive approach that combines tailored financing,
supportive policies and capacity-building programmes. This includes developing appropriate
regulatory frameworks, creating specialized financial intermediaries, establishing guarantee
mechanisms and fostering international cooperation networks. MDBs and international
financial institutions (IFls) play a growing role, as seen in the World Bank’s CIVIC (Civil
Society and Social Innovation Alliance) programme, the EIF’s focus on inclusive economies,
and the ADB'’s Just Transition Support Platform. Success hinges on recognizing the unique
characteristics of the SSE, and enabling cooperatives, mutuals and associations to access
equity while preserving and enhancing their social mission. Scaling up in the SSE often means
growth through networks and collaboration, rather than just size, strengthening operational
capacity and increasing impact.
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2. Financing the social and
solidarity economy

2.1 TAXONOMY OF SOCIAL AND SOLIDARITY
ECONOMY ENTITIES

In this section, the relevant features of SSEOEs in relation to access to finance are addressed.

2.1.1 Size

The size distribution of SSEOEs varies across different countries and regions. Factors such
as the maturity of the SSE ecosystem, government support and cultural attitudes towards
cooperative models can influence size. Contrary to widely held belief, there are many large
SSEOEs, including in Member States that do not perceive the SSE as well developed and
important e.g., in India, South Africa and Rwanda.

Sizeis often mentioned as a feature that canimpact access to finance. However, this relationship
is not straight forward because bigger organizations can have bigger needs which may not
always be met, and there are other factors which may determine access to certain types of
financial instruments. Bigger SSE entities can access better conditions from traditional debt
instruments and specifically designed ones, e.g. tradable equity for non-members or social
bonds.Thisis less complicated for those types of SSEOEs whose legal form allows for investment
instruments with some degree of ownership rights. In contrast, smaller entities have often
stimulated the development of innovative solutions such as microloans and crowdfunding/
lending solutions.

2.1.2 Sector

The journey from community building to social impact scaling reveals how funding
requirements evolve differently across sectors. Worker cooperatives in manufacturing, for
instance, need more assets per job saved or created and consequently face significantly higher
capital needs than their service-based counterparts, particularly when expanding to multiple
locations or upgrading equipment. Agricultural cooperatives must navigate unique challenges
related to seasonal funding cycles and infrastructure development, often requiring substantial
investments in processing facilities and distribution networks as they grow.

Other SSE initiatives in social services present a distinct funding pattern, typically starting with
lower capital requirements but facing increasing needs as they scale. These organizations often
rely heavily on grants and public funding, making working capital crucial for bridging funding



gaps. As they expand their programmes and develop in multiple locations, their funding
needs grow substantially, though generally not to the extent seen in platform cooperatives or
manufacturing enterprises.

The funding landscape is particularly challenging for low-income entrepreneurs within the
SSE ecosystem because grant funding often plays a decisive role in the start-up stage. While
these individuals frequently face barriers related to initial member contributions and limited
personal assets for collateral,® foundation and government grants can provide the critical
early-stage capital that makes launch possible. Beyond grants, the sector has developed an
ecosystem of innovative financing mechanisms, including community financing platforms,
cooperative loan funds and solidarity and ethical finance networks. This multilayered support
system, combining grant funding with hybrid approaches that blend member capital,
institutional funding and patient capital arrangements, has proved essential for supporting
SSEOEs through their early, vulnerable periods and into sustainable operation.

2.1.3 Structural characteristics

Structural characteristics can affect access to financing for SSE entities. These characteristics
can interact to create difficulties and obstacles.

2.1.3.1 Legal and governance characteristics

The SSE is characterized by several key principles. First, it focuses on direct returns dedicated
to mission development rather than capital remuneration. It also employs asset locks and
imposes limitations on profit-sharing to ensure its resources are used for social goals - limiting
exit strategies and thus financial instruments. Decision-making within SSE entities follows
democratic and participatory structures, ensuring that all stakeholders have a voice. The
SSE prioritizes people and the planet over profit and capital, reflecting its commitment to
social and environmental goals. Finally, it maintains autonomy and independence, allowing
organizations to operate without undue external influence.

2.1.3.2 Dominant financial logic and institutional biases prioritize return to
funders

Dominant financial logic and institutional biases often prioritize returns to funders over
other objectives. This is evident in the regulatory and market architecture, which is designed
with capital-centric enterprises in mind. Financial instruments frequently fail to align with
participatory governance structures, and market infrastructure tends to favour traditional
investor control rights. Supervisory approaches are typically based on conventional business
metrics, further reinforcing this bias.

Institutionalized expectations and practices also contribute to this issue. The decision-making
basis for funders often differs from that of entities focused on social impact, leading to a
preference for rapid scalability over sustainable growth. There is a tendency to favour exit-
oriented strategies instead of patient capital, and valuation methods often overlook social
and environmental externalities. Additionally, performance metrics usually prioritize financial
returns over social outcomes.

2.1.3.3 Embedded cognitive frameworks

Embedded cognitive frameworks also play a significant role in shaping the landscape. For

6 Collateral is an asset that has a specific value and which a borrower can offer as security for a loan to ensure the
lender gets their money back if the loan is not repaid. It can include tangible items, such as a building or equipment,
or intangible assets, such as intellectual property.



example, there is a conventional or mainstream understanding of property rights and control,
which may not align with the principles of the SSE. Traditional definitions of business success
and efficiency further complicate the recognition of the SSE’s value. Standard risk assessment
models are often inadequate for the SSE, failing to account for its unique characteristics.
Additionally, there is a perception that small-scale financing comes with high administrative
costs, which can deter investment. Finally, there is limited recognition of the collective or
community value creation that is central to SSE initiatives.

Accounting standards

Accounting standards are a clear example of the ways in which structural characteristics
can create obstacles for SSEOEs that seek funding. These standards emerge as a
crystallization of multiple cognitive frameworks that prioritize shareholder over
stakeholder value creation. They stem from a regulatory architecture designed for
capital-focused enterprises that struggles to recognize collective value creation and
embodies institutional biases through valuation methods that systematically discount
social and environmental externalities.

2.2 FINANCING CHALLENGES

The financing challenges faced by the SSE can be analysed through three distinct but
interconnected dimensions: demand-side challenges, institution-related challenges and
challenges on the supply and support side. Each of these dimensions presents unique
obstacles that must be addressed to create a more enabling financial environment for SSEOEs.

2.2.1 Demand side challenges

SSE entities, depending on their sector, size and development stage, can face significant
challenges in managing their business cycles and financial requirements. A fundamental issue
is the misalignment between investment fund termination timelines and natural business
cycles, which often require longer periods to achieve both social impact and financial
sustainability. This temporal disconnect is further complicated by the technical capacity
limitations within these organizations, particularly in their understanding and utilization of
financial instruments.

SSE entities, particularly the smaller ones, often struggle with the complex task of formulating
comprehensive business plans that adequately reflect their dual mission of social impact and
financial viability. The ongoing monitoring of revenues and costs presents further challenges,
especially when traditional financial metrics may not fully capture the social and environmental
value creation process in SSEOEs. These organizations must also navigate the intricacies of
deal structuring, often finding themselves caught between their operational scale and market
expectations.

A crucial challenge lies in the demonstration and quantification of social impact, which is
essential for accessing funding but remains difficult to measure and communicate effectively.
Finally, the capitalization of the scaling-up phase remains a challenge for many SSEOEs:
when a traditional business aims to invest for its expansion, it usually seeks equity investors,
a possibility which is limited for most SSE entities because of their democratic governance
(which often translates into the principle of one person/member equals one vote), asset lock



features or because of the absence of capital in certain SSE forms such as associations, that do
not have shares. Therefore, compared to traditional businesses, SSE entities are often limited
by the financial tools which are available to them, being confined to “debt” instruments or the
scarce mezzanine/quasi-equity instruments that may be suitable for their purposes.

2.2.2 Institution-related challenges

The institutional landscape presents challenges because of the mismatch between traditional
financial evaluation frameworks and the realities of SSEOEs. Standard key performance
indicators often fail to reflect the unique value of these organizations, and risk assessment
models designed for conventional businesses can be inadequate when applied to SSEOEs,
leading to misunderstandings and missed opportunities.

Operational barriers manifest in various forms, from traditional financing requirements that
may be ill-suited to SSE entities, to expectations about deal sizes that don’t align with the
realities of SSEOEs. The evaluation criteria employed by financial institutions often fail to
account for the specific characteristics and needs of the SSE, creating additional hurdles in the
financing process.

Cultural and strategic differences between financial institutions and SSEOEs complicate their
relationships. These differences go beyond operations, affecting how business models and
success metrics are understood and approached. This calls for developing tailored assessment
frameworks that maintain necessary rigour while addressing these gaps.

For example, financial institutions often struggle with accounting for grants and assets funded
by sources between debt and equity. Treating government-funded revenues and assets as
either capital or liability could impact a project’s bankability, even though these funds are
usually non-repayable.

2.2.3 Supply and support side challenges

The supply and support landscape for SSE financing is challenging because of misalignments
between the expectations of conventional financial institutions and the realities of the SSE.

For instance, a significant portion of the income of SSEs may come from government funding,
which may be temporary or subject to change. This income uncertainty makes it difficult for
financial institutions to assess repayment capability.

Another barrier is the high cost of lending to SSEOEs, especially those that are small or micro-
sized. Loan management and monitoring costs often outweigh the value of the loan amounts,
making smaller loans unattractive to traditional lenders. This challenge is compounded by
limited non-financial support and a lack of understanding of SSE business models among
potential funders.

Traditional financial institutions also encounter difficulties because of the lack of custom-
made financial instruments and flexible funding mechanisms suited to the unique needs of
SSEOEs. Time constraints and mandate limitations prevent them from developing the deep
understanding required to evaluate and service the sector, resulting in missed opportunities
for both lenders and borrowers.



2.3 FINANCING OPPORTUNITIES

2.3.1 Finance trends that present opportunities for financing

The SSE financing landscape is evolving but impact investing faces challenges such as
industry-led definitions, measurement complexities and the risk of “impact washing” - when
organizations only appear to be committed to making a social impact. SSEOEs must define
their own impact metrics rather than following the strategies, tools and objectives of industry.

The growing impact investing market, with $1.571 trillion in assets globally and a 21 per cent
annual growthrate, presents significant opportunities forfinancing SSEOEs. Expanding financial
instruments such as equity, debt, guarantees, and blended finance can support a broader
range of organizations. Bridging gaps between the impact investing and SSE ecosystems
through dialogue and collaboration offers potential for greater synergy, as demonstrated by
Spain’s FIS initiative led by COFIDES. With targeted strategies, these opportunities can address
current regional and structural limitations, unlocking further growth for SSEOEs.

In recent years there has been unprecedented development, such as the taxonomy for
sustainable activities of the European Union which defines criteria for economic activities that
are aligned with a net zero trajectory by 2050; and the Corporate Sustainability Reporting
Directive’ and similar initiatives in China and Botswana. However, the sector faces significant
obstacles, including deal flow issues stemming from ecosystem fragmentation, inadequate
links between offer and demand sides, and insufficient support measures. The market also
faces multiple risk factors, particularly in emerging markets where political instability and
lack of infrastructure create additional barriers. Furthermore, the size of the market remains
uncertain and difficult to measure, with very few impact finance vehicles available in certain
regions. The small scale of many SSEOEs and specialized intermediaries poses additional
challenges.

The evolution of blended finance approaches, combining public and private capital (including
SSEOEs’own assets), offers promising opportunities for the development of SSEOEs, particularly
in challenging contexts. However, successful implementation requires that several key issues
are addressed:

« Theneed for extensive non-financial support, including advisory services, capacity-building
and technical assistance.

+ The crucial role of intermediaries in providing financial literacy, local-level services and in
pooling services and clients.

- The importance of ecosystem capabilities in absorbing both financial and non-financial
resources.

Additionally, there is a significant mismatch between donors’awareness of the needs of SSEOEs
and the available financing mechanisms, suggesting a need to shift from traditional grant-
making to more suitable financing forms, notably patient capital. The development of digital
payment systems, crowdfunding, match funding and fintech solutions presents opportunities
but requires careful oversight to avoid adverse effects on financial inclusion, particularly in
regions with limited supervisory capabilities.

7 Directive (EU) 2022/2464 of the European Parliament and of the Council of 14 December 2022 amending
Regulation (EU) No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and Directive 2013/34/EU, as regards
corporate sustainability reporting (Text with EEA relevance), see https://eur-lex.europa.eu/legal-content/EN/
TXT/?2uri=CELEX:320221.2464.
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2.3.2 Increasing institutional recognition and attention

Increasing institutional recognition of the SSE presents a significant opportunity to address
its financial challenges and needs. This growing recognition can bring tangible benefits in
several areas. Firstly, it can foster a more supportive policy environment. Governments and
policymakers can play a key role in creating legal frameworks that clarify and support different
types of SSE entities. This would reduce ambiguity, attract investment and promote the
development of SSE initiatives. Additionally, greater recognition can encourage governments
to integrate the SSE into national and regional development and procurement plans, ensuring
more public resources are allocated to SSE projects.

In terms of financing, increased awareness of the SSE among financial institutions can lead to
the development of custom-made financial products. Traditional banks may adapt their systems
to better assess the social and environmental impact of SSE projects, enabling more effective
support. For example, fiscal incentives for investors in social impact projects — as seen in France
and Quebec - can help mobilize financing for SSE initiatives. MDBs and finance institutions can
also adapt their strategies to better serve smaller SSE entities with a social focus.

Recognition can also strengthen the SSE ecosystem by enhancing non-financial support.
Increased institutional attention may lead to more capacity-building, technical assistance
and training programmes for SSE organizations, helping them navigate financial systems and
improve their business strategies. Additionally, cofinancing for technical support in business
planning and management could help bridge the gap between the expectations of lenders
and the financing needs of SSEOEs. Stronger partnerships between SSE entities, governments,
financial institutions and investors can also promote a more dynamic and cohesive financing
ecosystem.

However, several challenges remain. Policy commitments and financial support need to be
sustained to ensure the long-term success of SSE initiatives. Effective inter-departmental
coordination is essential because the SSE impacts various sectors such as the economy,
labour, environment, healthcare and education. Mechanisms like the UNTFSSE and the Social
Economy Alliance in Spain, can facilitate coordination across institutions. Furthermore, it is
important to ensure that increased engagement with traditional financial institutions does
not compromise the core values of the SSE or create power imbalances. Finally, policies and
financing approaches must support diversity within the SSE, ensuring that all types of SSE
entities are recognized and supported.
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2.3.3 Exponential growth in research and data

The increasing availability of data and research on SSE entities offers opportunities to address
long-standing challenges. However, current data collection is fragmented and inconsistent
across regions, hindering the development of standardized metrics and comparisons. Many
smaller SSE organizations lack the resources to track and report their impact effectively.

The expansion of research creates opportunities to develop more tailor-made financial instruments
and investment approaches for SSEOEs. By better understanding their unique characteristics
and operational models, financial institutions can design more appropriate funding solutions,
including blended finance mechanisms and patient capital options. Yet, there remains a significant
gap between academic research and practical application. Many traditional financial institutions
continue to view SSE entities as high-risk investments, and the development of specialized financial
products is still in its early stages, with limited scalability and market testing.

The growth in data and research facilitates greater collaboration and knowledge sharing across
the SSE ecosystem, enabling the identification and scaling of successful models. However, this
potential is often hampered by competitive dynamics within the sector, limited resources for
knowledge sharing platforms, and the challenge of translating research insights into actionable
strategies. Additionally, there is often a disconnect between researchers, practitioners and
policymakers, which can result in research that fails to address the most pressing, practical
needs of SSE entities. This is something the UNTFSSE intends to focus on.

Several governments and international organizations are leading the way in systematic data
collection and research on the SSE sector. In North America, the Canadian province of Quebec
stands out with its Tiers de I'conomie sociale et solidair (SSE Hub, TIESS) which serves as a
resource and network for organizations in the SSE. In Europe, Spain has demonstrated strong
commitment through the Spanish Social Economy Business Confederation (CEPES), which
recently produced an important study analysing the socioeconomic impact of social economy
values and principles,?® with significant government support. The French SSE ecosystem,
through its umbrella organization ESS-France, also produces very relevant data on the SSE
ecosystem through its National SSE observatory that generates an annual “Atlas of SSE" In
francophone Belgium, the SSE umbrella organization ConcertES also leads the“Social Economy
Observatory” producing SSE statistics.

The European Union has prioritized SSE research, as demonstrated by its recent study on the
socioeconomic performance of the SSE (European Commission, 2024). Internationally, both the
ILO and OECD have expanded research on SSE. The ILO has focused on financial mechanisms
for innovative SSE ecosystems, while the OECD has produced studies on SSE development in
Latin America and the Caribbean, along with studies offering global perspectives on SSE data.
These initiatives highlight the role of the public sector in advancing the SSE sector. While these
achievements are significant, they also signal the potential for other countries and regions
to build similar research frameworks, emphasizing the importance of sharing knowledge on
effective SSE data collection and analysis.

8  See https://www.cepes.es/files/publicaciones/141.pdf.
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2.3.4 Trends and calls for adaptation in investment and accounting

The landscape of accounting standards and reporting practices is evolving significantly,
presenting both opportunities and challenges for SSE entities. Two major trends illustrate this
evolution and its implications for SSE organizations:

» The lIASB’s comprehensive review of accounting standards

The International Accounting Standards Board has launched a significant research project to
modernize accounting standards for intangible assets. This initiative recognizes that current
standards inadequately capture modern value creation, particularly for organizations for
which social and environmental impact is central to their mission. The review aims to better
reflect non-financial value creation and improve disclosure requirements, potentially offering
SSE entities better ways to communicate their impact.

» The European Union taxonomy for sustainable activities

The European Union has established a classification system that defines criteria for
environmentally sustainable economic activities. This taxonomy creates a common language
for sustainability reporting and aims to direct investments toward sustainable projects while
protecting against greenwashing.’ For SSE entities, this provides a standardized framework
to demonstrate their environmental contributions, although social impact measurement
remains less standardized.

Looking ahead, the key challenge is not simply to adopt new measurement tools or frameworks,
but to find ways to engage with evolving accounting and regulatory practices that enhance
rather than compromise the unique value proposition of SSE entities. This requires ongoing
dialogue between the SSE sector, accounting standard-setters, regulators and other stakeholders
to develop approaches that serve both the need for accountability and social mission.

The special case of innovative start-ups

Social innovation lies at the heart of the SSE, with its impact expected to grow across all
sectors in the coming years. The past few decades have witnessed rapid technological
advances and demographic growth, from 2.4 billion people at the founding of the
United Nations to 8 billion today, with another billion expected in less than 15 years.
Climate change, biodiversity loss and pollution are major challenges, and the ongoing
digital revolution, driven by artificial intelligence and new technologies, will further
shape social change.

Governments are increasingly supporting innovation, but in the absence of funding
mechanisms designed specifically for innovative SSEs, these organizations may find
it difficult to contribute their full potential to the the achievement of the SDGS and
Agenda 2030, including the principle of leaving no-one behind.

Developing an innovative start-up involves several stages, from ideation to market
growth. Initially, the goal is to create a value proposition and attract customers,
gradually building a market for the innovation. Each stage requires specific financial
and material resources, as start-ups evolve through distinct phases, unlike businesses
with established products.

9  Greenwashing is the practice of misleading consumers or the public about the environmental benefits of a product,
service or company so that they appear more environmentally responsible than they are.
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The stages typically include:

+ ideation - initial concept development

« experimentation with a minimum viable product

« product-market fit — finding the right customer base

+ go-to-market — proving the product in the market

- accelerated growth - rapid expansion and diversification

These stages have become standard in classical economics, with appropriate financial
instruments developed for each. The pre-seed phase (ideation and experimentation)
is often financed by founders, crowdfunding, microfinancing, or public grants, and
typically requires between €1,000 ($1,092) and €50,000 ($55,000). The seeding phase
(initial market introduction) is funded by business angels, crowdfunding platforms
and seed-based venture capital, with typical costs ranging from €200,000 ($218,000)
to €600,000 ($655,000). Later stages, focused on market acceleration and international
development, are funded by venture or development capital funds and investments
often exceeding €1 million ($1,092,650).

Seed financing is crucial for launching innovative projects, with investors relying on a
shared vision of the project’s relevance and potential profitability. However, traditional
seed funding often prioritizes business models that promise rapid, short-term growth,
which can create a “financing trap” for many SSE projects that are not designed for
explosive, short-term growth. This creates a gap in which many viable SSE projects,
especially those with longer-term impact goals, find it difficult to secure the necessary
seed funding.

To address this, tailored funding and support structures, as effective as those developed
in traditional economics, are necessary.

The situation varies widely by country and solutions must be adapted to local contexts.
In France, for example, solidarity finance, public actors, social impact bonds and
cooperative banks exist, but innovative start-ups in the SSE still struggle to secure
seed funding. Most SSE financiers focus on investments above €1 million ($1,092,650),
supporting more established companies. Even smaller loans are often handled by
venture capital specialists, leaving many innovative SSE projects underfunded in the
seed phase.

While some countries have improved access to funding, SSE start-ups — especially those
using advanced technologies or with difficult-to-measure social or environmental
impacts (e.g. in the cultural sector) - require special attention. Governments and large
SSE enterprises should prioritize the creation of custom-made funding mechanisms to
help these businesses survive the seed phase and reach their full potential.
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3. Financing instruments of the
social and solidarity economy

The structure of SSE financing can be categorized into four main dimensions, analysed below
in four subsections, each serving distinct purposes and organizational needs. This makes
it possible to offer diversity and complementarity in financing, covering everything from
total liabilities and traditional debt with guarantees to equity capital. In a scenario in which
public policies support access to finance for SSEOEs, as is the case of Quebec in Canada, the
continuum of products includes:

« own assets via loans from members and partners

traditional loans supported by guarantees

« external loan guarantees by a third-party institution

+ loans from members

+ loans with a repayment moratorium

« unsecured loans or loans with lower-ranking guarantees

+ patientfinancing, the repayment of which is modulated based on the generation of liquidity
+ participatory loans, with a return proportional to turnover or surplus generation

+ asubsidy for the acquisition of assets or donations.

Depending on the financial product offered, the institution will make a judgment on the real
guarantees (for traditional loans), the financial profitability (for flexible or unsecured repayable
financing) or the social utility (for donations and subsidies). Often, three types of financing are
combined to build a balanced financing architecture.



Figure 1.
The diversity and complementarity of funding of the SSE in Quebec

Financing the social and solidarity economy in Quebec
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Source: MCE Conseils and CECOSOL

3.1 DIMENSION 1: BY FINANCIAL STRUCTURE

3.1.1 Non-repayable instruments

Non-repayable instruments can form the foundation of the initial funding of SSEOEs. Grants
typically come from foundations, government agencies and international development
organizations. These can include programme-specific funding or operational support.
Donations and philanthropic contributions often provide more flexible funding. Crowdfunding
has emerged as a modern extension of traditional donation mechanisms, enabling direct
community engagement in funding social initiatives.

3.1.2 Debt-based instruments

Debt financing for SSEOEs has evolved beyond traditional bank loans to include specialized
social finance instruments. Traditional loans remain relevant for established organizations,
whileinnovative approaches such as the patient capital of the Fiducie du Chantier de I'Economie
Sociale (Social Economy Trust Fund) in Quebec, or social impact bonds and development
impact bonds (DIBs), have created new opportunities. Community development loans and
microfinance serve specific market segments, often with terms adapted to the needs of SSEOEs.



3.1.3 Hybrid instruments

Hybrid instruments bridge the gap between pure debt and equity, offering the flexibility
that is crucial for SSEOEs. These include convertible securities that can transform from debt
to equity under specified conditions, and revenue participation agreements that align
repayment with organizational success. Mezzanine finance, which combines elements of debt
and equity, provides another funding option for maturing social enterprises. This is key for the
vast majority of SSEOEs because of their governance structure and asset lock.

3.1.4 Pure equity

Equity investment in SSE entities requires careful structuring to balance the preservation
of social mission with investor returns. Common and preferred shares can be adapted to
the needs of social enterprise, while the shares of cooperative members offer a democratic
ownership model. Social impact investment funds have emerged as specialized vehicles for
channelling equity investment into the sector, often incorporating impact metrics alongside
financial returns. However, for most SSEOEs, such as cooperatives, mutuals and associations,
these instruments pose a great challenge or are inapplicable because of constraints in terms
of ownership rights and asset lock.

© Adobe Stock



3.2 DIMENSION 2: TIME HORIZON AND IMPACT
PRIORITY

The time horizon and impact priority dimension reflects the fundamental relationship between
financial returns and social impact over time.

3.2.1 Commercial orientation

Commercially oriented instruments aim for market-rate returns within typical investment
periods of zero to three years. They use standard commercial terms and financial metrics,
usually for SSEOEs with established business models and a clear path to financial sustainability.

3.2.2 Blended orientation

The blended approach takes a medium-term view (three to seven years), accepting below-
market returns in exchange for demonstrated social impact. These instruments often feature
flexible terms and evaluate success through both financial and social metrics, making them
particularly suitable for growing SSEOEs that wish to balance scale and impact.

3.2.3 Patient capital orientation

Patient capital focuses on long-term social impact rather than immediate financial returns,
with investment periods typically over seven years. It emphasizes sustainable impact and often
includes additional support, such as technical assistance and capacity-building. However,
there are significant challenges to its development, both within countries and internationally.

3.3 DIMENSION 3: DEVELOPMENT STAGE

The development stage recognizes that SSE entities require different types of financing as
they evolve.

3.3.1 Seed/start-up

Early-stage funding focuses on proving concept viability and building initial capacity. This
stage typically combines grants and patient capital with technical assistance. Incubator and
accelerator support often plays a crucial role in preparing organizations for later-stage funding.

3.3.2 Early growth

During early growth, organizations require working capital and expansion funding. This
stage often sees the introduction of more structured financing instruments, including
impact investment and growth equity/quasi-equity. The focus shifts from proof of concept to
operational scaling and market development.

3.3.3 Consolidation

The consolidation phase emphasizes strengthening organizational foundations and optimizing
operations. Funding at this stage tends towards more traditional instruments, including asset
acquisition loans and working capital facilities, though still with impact-aligned terms.
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3.3.4 Scaling up and expansion

Scaling SSEOEs requires substantial capital for major growth initiatives, whether geographic
expansion or service diversification. Funding at this stage often combines multiple instruments,
potentially including larger equity investments and specialized expansion loans.

3.4 DIMENSION 4: RISK LEVEL

Risk levels in SSE financing reflect both traditional financial risk considerations and impact-
related factors.

3.4.1 Low risk (secured, senior)

Low-risk instruments typically involve strong security or guarantees. These include asset-
backed loans and government-guaranteed programmes, often providing foundational
funding for established SSEOEs with significant collateral or strong track records. However,
many ecosystems and research have demonstrated the low riskinvolved in debtinstruments for
SSEOEs, including those with very little or non-existent collateral. Some successful instruments
use community collateral (collateral divided among many actors in each community).

3.4.2 Medium risk (partially secured)

Medium-risk financing balances security with flexibility, often through structured finance
approaches or blended security arrangements. This category includes instruments such as
mezzanine debt and preferred shares, which can be particularly suitable for growing SSEOEs.

3.4.3 High risk (unsecured, subordinated)

High-risk instruments, including unsecured loans and equity investments, often support
innovation and experimental programmes. These instruments typically offer greater flexibility
but require sophisticated impact assessment and risk management approaches.

3.5 CROSS-CUTTING CONSIDERATIONS

The effectiveness of SSE financing instruments depends heavily on their alignment with
organizational context, including geographic scope (from local to international), sector
specificity and legal structure. Impact measurement requirements vary across instruments but
generally increase with risk level and investment size. The most successful financing approaches
often combine multiple instruments across these dimensions, creating comprehensive funding
solutions that evolve with the organization’s development. In the following sections, a series
of actors and instruments will be described with the idea of providing a clear picture of the
main instruments available. The first two types typically offer low-risk, low-impact, short-term
loans or microloans. However, they can also play a role in supporting and investing in more
ambitious and complex instruments.

3.6 COOPERATIVE BANKS AND ETHICAL BANKS

There is a long history of SSEOEs providing financial services in the cooperative sector. More
recently, this has expanded to include ethical banks. These financial institutions can be broadly
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categorized as cooperative banks, credit unions and ethical banks and financiers. However,
these distinctions are not always clear-cut. For instance, some credit and savings cooperatives,
such as Sociedades Cooperativas de Ahorro y Préstamo (Savings and Loan Cooperative
Societies, SOCAPs) in Mexico or Cooperativas de Ahorro y Crédito (Savings and Credit
Cooperatives, CACs) in Ecuador, combine characteristics of both credit unions and cooperative
banks, making them hybrid models within their respective national contexts. Furthermore,
banks often adopt cooperative structures, either as credit cooperatives or cooperative banks,
although they can also take other legal forms.

The key differentiating factor of ethical banks is their explicit focus on social and environmental
impact, regardless of their legal structure.

It is important to note that the history of cooperative banks, credit unions and financial
cooperatives is very much linked to the figure of Friedrich Wilhelm Raiffeisen, who created the
first credit union in 1862. In 1869, after inspiring the creation of close to one hundred credit
unions in Germany, Raiffeisen set up a central clearing house, and then a federation in 1877.
Some of most influential financial co-operatives in the world were inspired by Raiffeisen’s
work. For instance:

« In Canada, Alphonse Desjardins drew upon the instruction and guiding principles of
Raiffeisen in founding the Desjardins Group, a federation of 200 credit cooperatives,
representing Can$423 million ($311 million).

« InFrance, Crédit Mutuel and Crédit Agricole are direct descendants of Raiffeisen’s initiative.

+ In Italy Casse Rurali, such as Casse Rurali Trentine, are examples of cooperative banks
inspired by Raiffeisen.

- Inthe Netherlands, Rabobank is rooted in Raiffeisen’s ideas.

« Cajas Rurales (or Rural Banks) is a group of Spanish cooperative banks. They are part of
a common group - Caja Rural Central — that was inspired by the Raiffeisen model, and
which offers financial inclusion in rural areas where other financial entities typically do
not operate. The group is characterized by its community/territorial engagement and its
support for the local economy.

As a result cooperative banks are present all over the world.
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Caja Laboral and its role in Mondragon

Caja Laboral or Laboral Kutxa was founded in 1959 and was established as an integral
part of the Mondragon Corporation to provide financial and social services to industrial
cooperatives in the Basque region of Spain. As traditional banks were reluctant to finance
cooperative enterprises, Caja Laboral’s primary objective became gathering resources
from cooperative members and allocating them to their collective needs, effectively
becoming the financial backbone of the Mondragon cooperative movement.

The bank’s expansion has been remarkable. It started with a first office in Mondragén
in 1960 and between 1971 and 1975, it achieved the symbolic milestone of 100,000
savers. By 1981, it operated 114 branches with creditor resources amounting to
€383.56 million ($418.71 million). Throughout its history, Caja Laboral demonstrated a
deep understanding of the cooperative business model, providing patient capital and
supporting cooperatives through difficult times. Operating autonomously within the
framework of a unified strategy, it became instrumental in developing what would
become one of the world’s largest cooperative networks, exemplifying how a financial
institution can serve as both an economic and social driver of cooperative development.

Trade unions and credit unions

The Caisse d'économie solidaire Desjardins (Desjardins Solidarity Savings Fund) is the
main NGO in financing the SSE in Quebec, Canada. Fuelled by the savings of workers
and unions, this fund is the only financial cooperative in the Desjardins Group that has a
national mandate. The fund has Can$2 billion ($1.47 billion) in assets, made up of loans
to the cooperative, associative, cultural and union sectors. It has 21,000 members. With
its members’ savings, the fund invests nearly Can$900 million ($662 million) in loans to
4,300 cooperatives and SSEOEs in Quebec. It draws its funds primarily from deposits
of the union movement and the savings of its members. It maintains an important
partnership with the social economy team of Investissement Québec (Investment
Quebec).

The purpose of the Caisse d'économie solidaire Desjardins is to put finance at the service
of a fairer, greener and more united society. It advises citizens and organizations on
responsible investment. By pooling savings, it invests Can$1 billion ($735 million) into
the social economy ecosystem of Quebec.
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3.7 MUTUAL AND COOPERATIVE INSURERS

The insurance sector within the SSE has historically been represented by two main
organizational types: mutual insurance companies and cooperative insurers. Both share the
principle of risk pooling among members but operate under different structures. These can be
categorized as:

+ mutual insurance companies (owned by policyholders)
+ cooperative insurers (owned by members)

The distinction between these organizations can be fluid. In some countries, mutual and
cooperative insurers operate under similar regulatory frameworks and many cooperative
insurers originated from mutual protection societies. Some organizations combine features
of both models, particularly in cases where cooperatives serve as mutual benefit societies for
their members.

A key difference lies in their ownership structure: mutuals are owned by their policyholders
who are both customers and owners; cooperative insurers can be owned by cooperatives
themselves (serving their members) or directly by individual members.

Both models emphasize democratic governance, ownership by members, surplus reinvestment
or distribution to members, and a focus on member benefits rather than profit maximization.

Insurance that supports social innovation

As a leading French mutual insurance group, AG2R LA MONDIALE has developed an
innovative approach to social finance through its iFunds initiative. iFunds goes beyond
traditional funding by offering tailored pathways that combine various forms of expertise
to help organizations scale their social impact.

Createdinpartnershipwith keyinstitutions like BanquedesTerritoiresand Fondation Caritas
France, the fund addresses complex social projects through collective transformation. It
exemplifies the ways in which the insurance sector can actively participate in developing
the social economy while bringing together diverse stakeholders.

iFunds reveals an important tension in contemporary social finance because it supports
traditional SSEOEs but also extends backing to impact companies. This dual approach
may potentially expand the reach of social innovation, but it also raises questions about
the evolution of the social economy. As impact companies enter spaces traditionally
occupied by SSEOEs, there is a risk of market co-option and dilution of the fundamental
values that make the SSE sector unique.

iFunds therefore stands as both an example of innovative social finance and a reflection
of the challenges facing the sector as it balances scaling impact with preserving the
distinctive characteristics of traditional SSE approaches.

3.8 OTHERINVESTORS AND NEW ACTORS

The SSE financing ecosystem has expanded to include a diverse range of investors and
intermediaries that do not originate from the SSE sector but play an increasingly important
role in its development.
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Social finance networks and investors: specialized networks like the International
Association of Investors in the Social Economy connect and represent social finance
organizations worldwide. These investors typically combine financial returns with explicit
social objectives and often have a deep understanding of SSEOEs.

Impactinvestment funds:investment vehicles like those driven by the Belgian cooperative
Inpulse target both social/environmental impact and financial returns. They offer various
financial instruments adapted to the needs of SSEOEs and often focus on specific sectors
(e.g., fair trade or renewable energy) or geographic regions.

Philanthropic organizations: these are shifting from traditional grant-making towards
investment-based approaches and developing new tools such as programme-related
investments, mission-related investments and catalytic capital. The influence of large,
private foundations in development financing is growing and the relationship between
philanthropic capital and SSEOEs is complex. A good example is offered by Inpulse, an
impact-driven fund manager based in Brussels, Belgium.

A cooperative investment manager for positive change

Inpulse is a Belgian cooperative society with a special focus on supporting social
economy initiatives. It manages funds in Europe, the Middle East and North Africa
region, and in Africa.

Inpulse is committed to measuring impact and utilizes a three-phase approach
to assess the social performance of its investments. In addition to standard key
performance indicators like loan size and employment generated, Inpulse employs a
“social smart sheet” aligned with industry standards and a “social scorecard” to provide
a multidimensional view of an investee’s social impact.

The society’s CoopMed Fund operates in Lebanon, Jordan, Palestine, Egypt, Tunisia,
Algeria and Morocco. The €17.3 million ($18.89 million) fund is backed by investors
such as the European Investment Bank (EIB), AFD, Crédit Coopératif and Solidarity
International Development Investment.
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Figure 2.
Inpulse-managed impact funds with a core focus on the social and solidarity economy

What do we do now?

Structure, advise and manage
impact funds with a core focus on SSE

S COOPEST Eastern Europe and Caucasus 9 ' Portfolio:
2 Debtclosed  Targets: MFls,credit unions, Countries Up to €45M
2 in2024 cooperative banks and mutuals 21 Investees IRR: 2,6%
S COOPMED Middle East and North Africa 5 ' Portfolio:
2 Debt Targets: MFls, financial intermediaries Countries €8M
2 €11.3M targeting social enterprises 9 e Phasing out
T HELENOS Europe 1 3 ‘ Portfolio: €15M
o  Equity @R Targets: MFis, digital lending, Countries Cash multiple: 1.47
é €25M M cooperative banks 20 Ry— (December 2023)
FEFISOLII Africa 1 7 ' Follow-up fund
= Debt Targets: Tier 2 &3 MFls, small Countries EIB, Proparco, BIO
< €25.4M agricultural entities (coop) 39 Investees IRR FEF 1: 1.5%
2 IMPAKTEU  Europe 9 ‘ Launched in 2022
? Debt & [N Targets: MFIs, ethical and Countries Portfolio: €10M
g equity W cooperative banks, social enterprises 1 2 Investees
€30M

Source: Inpulse.

3.9 OTHER COLLECTIVE INSTRUMENTS

The SSE has created various collective financing tools that reflect its principles of shared
decision-making, democratic governance and collective risk-sharing. These range from
institutional mechanisms to grassroots community-based solutions, all designed to mobilize
resources and ensure equal participation in financial decisions. Through cooperative lending
circles, mutual guarantee societies and solidarity funds, SSEOEs demonstrate ways in which
financial tools can distribute risks and benefits fairly among members, reinforcing democratic
economic participation. These instruments range from institutional mechanisms to grassroots
community-based solutions and include:

«+ Patient capital instruments and similar quasi-equity or hybrid vehicles, such as the Chantier
de I'Economie Sociale Trust in Québec, provide long-term patient capital specifically
designed for SSE entities.

«  Community-based financing is anotherimportant collective instrument. Community shares
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allow residents to invest in social enterprises while maintaining democratic principles.
Similarly, rotating savings and credit associations represent traditional, informal financing
systems in which members pool their resources for collective benefit. Another form of
community-based financing is community bonds, which are debt instruments issued by
social enterprises to raise capital directly from their communities.

+ Specialized exchange platforms include cooperative exchange platforms such as Coop
Exchange, which aim to make it easier for investors to support cooperatives, keeping their
democratic nature intact. In addition, secondary markets are developing mechanisms for
trading cooperative and social enterprise shares, while ensuring that their social mission is
protected.

- Digital platform-based financingis a distinctand emerging category that requires strong SSE
governance. SSE-governed crowdfunding platforms, for example, must be democratically
controlled by the SSE community to prevent value extraction by external actors. These
platforms can be donation-based, supporting primarily social impact projects without
financial returns, while ensuring transparent governance and community oversight.
Alternatively, investment-based platforms enable small-scale investments with potential
returns, while ensuring that democratic control remains within the SSE community.

Digital cooperative platforms are user-owned and governed platforms that combine
cooperative principles with digital crowdfunding capabilities, explicitly preventing control
by profit-driven fintech companies.

Peer-to-peer lending platforms are community-controlled digital platforms that facilitate
direct lending between members. These platforms feature clear mechanisms for collective
decision-making and profit-sharing, ensuring that the interests of the community are
prioritized in the lending process.

This last category represents a modern evolution in SSE financing, but it must stay rooted in
SSE principles to avoid being taken over by profit-driven platforms. While digital technology
allows for wider participation and less intermediation, these platforms must be structured to
ensure democratic governance and collective ownership, and to prevent value extraction by
external shareholders. This sets them apart from traditional fintech platforms that may look
similar but operate on different principles.

A microfinance example from India

The Association for Sarva Seva Farms (ASSEFA), founded in 1968 in Tamil Nadu, India,
serves around 10,000 rural villages and 4 million people. Inspired by Gandhian principles,
it pioneered microfinance through self-help groups. In 1988, ASSEFA established Sarva
Jana Seva Kosh, the first rural-focused non-banking financial company in India. The
company is owned by communities under a trusteeship model, with no individual
ownership. In 2001, it launched Sarvodaya Nano Finance Ltd to meet women'’s credit
needs. It has lent $295 million to 600,000 women since 2021. ASSEFA’s three-tier
community ownership model reinvests profits in local development.In 2011, it launched
the ASSEFA Chit Company, which helps women build assets through savings schemes. It
has enabled hundreds of women to purchase property in their names.
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4. Publicpolicies to support
access to finance for social
and solidarity economy
entities

Theframeworkforanalysing public policies that support SSEfinancing can be structured around
four fundamental policy types, each playing a distinct but interconnected role in creating an
enabling environment for SSE financing. These core types are informed by considering their
dynamic interactions and the contextual elements that influence their effectiveness.

4.1 REGULATORY POLICIES

Regulatory policies establish the fundamental legal and operational framework for SSE
financing. These include SSE laws, investment frameworks and regulatory adjustments that
recognize and support the unique characteristics of SSEOEs. The effectiveness of these policies
depends on their ability to:

« Create clear legal recognition for various SSE organizational forms.

« Establish appropriate investment frameworks that protect SSE principles while enabling
access to capital.

- Develop adapted regulatory requirements that account for the dual nature (social mission
and economic activity) of SSEOEs.

« Enable innovative financing mechanisms while maintaining appropriate oversight e.g.,
by facilitating the participation of investors in SSE entities as cooperatives, mutuals and
associations, characterized by democratic governance.

4.2 INCENTIVE-BASED POLICIES

These policies incentivize actors to participate in SSE financing. Incentives are both financial
and non-financial and they work by:

+ Providing fiscal incentives for investors in SSE entities.

« Establishing co-investment schemes that leverage private capital.

« Creating market advantages through preferential procurement policies.

« Developing risk-sharing mechanisms that encourage private sector participation.

« Enabling the capitalization of social benefits (like unemployment benefits) for SSE enterprise
creation.



4.3 FUND GENERATION POLICIES

These policies directly address the funding needs of SSEOEs through various financial
instruments and mechanisms, such as:

+ Grants and direct funding programmes for early-stage development.

+ Loan and credit programmes adapted to the characteristics of the SSE.

+ Guarantee schemes that facilitate private lending.

« Equity and quasi-equity instruments that respect SSE governance principles.

4.4 INDIRECT POLICIES

These policies strengthen the broader ecosystem necessary for effective SSE financing. They
include:

« The development of statistics and data collection systems.
« Capacity-building and technical assistance programmes.

« Awareness-raising and knowledge sharing initiatives.

« Support for network development and collaboration.

« Procurement policies to stimulate demand from SSEOEs

4.5 OTHER CONSIDERATIONS

When considering public policies that support SSE financing, there are other variables that
come into play. These are:

4.5.1 Context and innovation

The effectiveness of SSE financing policies is deeply influenced by temporal and developmental
contexts, requiring careful consideration of ecosystem maturity, institutional capacity and
cultural factors. These contextual elements must be balanced with the need for innovation
and adaptation to emerging trends. Policy frameworks need to remain flexible enough to
incorporate new financial instruments, digital solutions and evolving impact measurement
approaches, while maintaining sensitivity to local conditions and development stages.

4.5.2 Stakeholder engagement and impact assessment

Successful policy implementation requires meaningful engagement with diverse stakeholders
combined with robust impact assessment mechanisms. This involves creating opportunities
for multistakeholder participation in policy design and implementation while maintaining
systematic approaches to measuring both quantitative and qualitative outcomes. Regular
evaluation of policy effectiveness should consider not only financial flows but also broader
ecosystem development and the achievement of social impact. Such evaluation will enable
continuous learning and adaptation.

It should also be noted that the successful implementation of SSE financing policies requires a
coordinated approach that ensures coherence across policy types while maintaining flexibility
foradaptation to specific contexts. This means balancing the need for standardized frameworks
with local customization, allocating resources efficiently across various policy instruments,
and maintaining sustainable funding mechanisms. The focus should be on creating self-
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reinforcing systems in which different policy elements complement and strengthen each
other, while remaining responsive to evolving sector needs and emerging opportunities.
Regular review and adjustment will ensure that policies remain effective and relevant over
time, while maintaining their fundamental alignment with SSE principles and objectives.

4.5.3 Government

Public policies that support SSE financing can also be analysed according to the level of
government to which they apply, for instance:

Supranational policies are those for which the relevant public body is an international
organization composed of different national governments, such as the United Nations
and its agencies, the European Union and its various institutions and bodies, the OECD,
or IFls and MDBs such as the World Bank Group, the Inter-American Development Bank
(IDB), the EIB, the ADB, or the African Development Bank (AfDB), among others. Other
significant supranational bodies include the African Union and the Association of Southeast
Asian Nations. While primarily focused on multinational organizations, this category may
also encompass policies that involve bilateral agreements between countries, such as
international guarantee programmes issued by one country to another.

National policies refer to those for which the relevant public body is a national government/
federal state. This category encompasses both unitary states (such as France and Japan)
and federal states (such as Canada, Mexico and the United States of America), as well as
plurinational countries (such as the United Kingdom of Great Britain and Northern Ireland
and Spain). In unitary states, the central government holds primary authority, while federal
states distribute power between national and subnational entities through constitutional
arrangements. Plurinational countries may adopt either system while acknowledging
distinct identities within their borders. The interaction between these different governmental
structures influences how national policies are formulated and implemented.

Subnational policies refer to those for which the relevant public body is a subnational
government. These entities vary significantly in their degree of autonomy and legislative
powers, ranging from highly autonomous regions to more administratively focused units.
They include provinces (such as Quebec and British Columbia in Canada); states (such as
California in the United States and Bavaria in Germany); autonomous communities (such
as Catalonia, the Basque Country or Andalusia in Spain); regions (such as Tuscany in Italy);
and cantons (such as Geneva in Switzerland). The authority of these subnational entities
often depends on their constitutional framework and historical development, with some
having extensive policymaking powers in key areas and others having more limited
competencies. Their relationship with the national government typically follows the
principle of subsidiarity, where decisions are taken at the most appropriate level, closest
to the citizens. Cities can also act in support of the SSE, as demonstrated by the Global
Social Economy Forum, which unites through its membership cities such as Bamako (Mali),
Bordeaux (France), Bilbao (Spain), Dakar (Senegal) and Montreal (Canada). Many large cities
have economic development departments for planning, technical support and assistance
towards financial and technical support. A group of ten larger cities in Quebecis developing
social economy development policies, including some procurement favourable conditions.
Every year in Spain, following a consultation with the National Council for the Promotion
of the Social Economy, the national government appoints a city as Spanish Social Economy
Capital, incentivizing cities to develop policies to promote the SSE as a driver of sustainable
development.
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5. Good examples of public
policies to boost access
to finance for social
and solidarity economy
organizations and enterprises

5.1 THE AMERICAS

5.1.1 Canada, with a special focus on Quebec

Canada, particularly the province of Quebec, exemplifies best practices in the SSE. Quebec’s
initiatives began earlier and are more extensive than those at the federal level and the province
has influenced national policies over time. In 2016, the social economy of Quebec included
over 11,200 enterprises, generating Can$47.8 billion ($35 billion) in revenue and employing
nearly 220,000 people - one in every 20 workers in the province.

Notably, only collective enterprises, such as cooperatives and enterprising non-profit
organizations, are recognized as SSE organizations; private social enterprises and NGOs that do
not sell goods or services are not recognized. The SSE policies of Quebec follow a collaborative,
bottom-up approach, fostering dialogue between the government, financial institutions and
SSE stakeholders.

5.1.1.1 Legal recognition and framework

The Social Economy Act of 2013 officially recognizes the SSE in Quebec and designates two
organizations — Conseil Québécois de la Coopération et de la Mutualité (Quebec Council for
Cooperation and Mutuality) and Chantier de I'Economie Sociale, as the government’s primary
partners on SSE matters. While SSE policies and programmes existed before the Act, it provides
a legal foundation for them. The Act mandates that the Government of Quebec supports
the SSE with an action plan that is renewed every five years with the aim of enhancing the
efficiency of financial tools, among other things.



5.1.1.2 Financial intermediaries and products

The SSE in Quebecis supported by a mixed ecosystem of financing, including collective savings,
workers’ funds, social economy institutions and the State. Financing is extended through a
dozen institutions which are open to or exclusively dedicated to funding SSEOEs and which
offer innovative and complementary financial products. Together these institutions provide
what is estimated to be Can$2 million ($1.47 million) of financing (excluding social housing), of
which Can$1,2 million ($880,000) is concentrated in four major SSE actors: Caisse d’économie
solidaire Desjardins (Desjardins Solidarity Credit Union), Réseau d'investissement social du
Québec (Social Investment Network of Quebec, RISQ) and Fiducie and Investissement Québec
(Investment Quebec).

This network is fundamental to the successful development of the social economy in Quebec.
It is exemplified by CAP Finance, a network formed in 2009 to link the most responsible or
social financial institutions to promote solidarity finance, share expertise among members
and enhance the supply of financial solutions adapted to the needs of SSEOEs.

The rise of social finance actors in Quebec stems from a recognition that traditional financial
products were inadequate for the needs of SSEOEs. The well-organized SSE in Quebec, with its
focus on development, has created an environment conducive to identifying new financing
needs and capitalizing on new investment funds. This has been supported by a culture of
consultation and constructive dialogue with the State. Over time, Quebec’s social economy
actors have fostered the creation of specialized, innovative financial institutions to serve the
SSE, most of which receive public support from the Quebec government. They include:

« The RISQ was established in 1997. It was the first fund dedicated to providing loans and
technical support to emerging SSEOEs. The governance of the RISQ is by SSE actors rather
than investors and is an important distinguishing feature. It has ensured that the growth of
the fund is primarily in response to demand rather than markets most profitable to investors.

- The Fiducie du Chantier de I'Economie Sociale was established in 2007. It acts as an
intermediary between the financial market and SSE businesses, offering patient capital and
tailored financial products for the scaling of SSEOEs in certain sectors.

« Labour investment funds, such as Fondaction CSN (established in 1996) and Fonds de
Solidarité FTQ (established in 1983), are capitalized by the retirement savings of workers
and citizens, which benefit from a special tax credit. The two funds finance SMEs in Quebec
(some of which are SSEOEs), but they have also invested directly in SSE financial institutions,
primarily due to the stable returns and positive social impact that these generate. Together
these two funds manage Can$25 million ($18 million) in assets.

Besides these pioneering examples, which are considered international best practice, there
are other instruments such as Community Bonds (obligations communautaires) which allow
non-profit organizations to raise funds from citizen investors, as well as the more traditional
microcredit funds.

Uniquely, the RISQ initiated a collective effort to develop a distinct methodology for analysing
SSE projects and this was later adopted by all SSE investors in the province. The use of specific
criteria, and the enhanced expertise of financial analysts, has fostered the emergence and
growth of projects that mainstream investment funds would typically not support.

5.1.1.3 Government funding and support

The Government of Quebec has provided direct financial support to SSE entities and financial
intermediaries through grants, subsidies and measures that encourage capitalization via
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private sources. For example, the government offered a 125 per cent tax credit to members
investing in cooperatives. It also contributed to the initial capitalization of RISQ and the Fiducie
du Chantier de I'Economie Sociale. It continues to provide operational support to RISQ and
serves as an observer on the boards of both organizations.

Additionally, Investissement Québec, a publicinvestment fund, finances all types of enterprises
and offers four distinct financial products for SSEOEs. In 2023, it invested Can$350 million
(5257 million) in over 400 SSEOEs.

The Québec Government Action Plan for the Social Economy (2020-2025) targeted 25 initiatives and
Can$137 million ($100 million) in government funding, generating an additional Can$520 million
(6382 million) in private investment, along with six initiatives offering loans and grants through
various partnerships.

5.1.1.4 Collaboration and ecosystem development

This study emphasizes the importance of collaboration and dialogue between government,
SSE actors and financial institutions in shaping policies and developing financial instruments.
This collaborative approach ensures that policies and programmes are tailored to the needs of
the SSE ecosystem. They also highlight the active role of government in fostering a supportive
environment for SSEOEs.

The Government of Quebec has played an important role in supporting SSE financial
institutions:

« Through Investissement Québec, it provided a grant as part of the initial capitalization of
the RISQ and later invested in the Fiducie du Chantier de I'Economie Sociale. This direct
investment demonstrated the government’s commitment to facilitating access to capital
for SSEOEs.

« The Quebec and federal governments have created a strong dual tax incentive, offering
a combined 30 per cent tax credit (15 per cent provincial; 15 per cent federal) along with
registered retirement savings plan-equivalent deductibility. This results in a 130 per cent
deduction on taxable income for investments in these funds, compared to 100 per cent for
traditional retirement savings. This tax structure reflects the government’s commitment to
promoting worker participation in economic development and retirement savings.

« The government created specific legislation to establish and protect the mandate of the
Fonds de Solidarité, ensuring its focus on local economic development and job creation. The
legislative framework provided institutional legitimacy and established clear operational
parameters, particularly the requirement to invest at least 60 per cent in the economy of
Quebec. The same conditions apply to Fondaction CSN.

« The establishment of the labour investment funds represents a novel partnership between
trade unions (Fonds de Solidarité FTQ and later Fondaction CSN) and the government,
creating a model through which union expertise in workplace dynamics could be leveraged
for economic development.

« The government has continuously modified and updated the support framework,
as evidenced by recent changes postponing tax credit limitation rules to 2027 and
implementing new share valuation mechanisms. These adaptations demonstrate sustained
government commitment to maintaining the funds’ effectiveness while optimizing
economic benefits and tax expenditures.

In turn, Quebec’s Labour Investment Funds played a key role in establishing the Fiducie du
Chantier de I'Economie Sociale in 2006, with the Fonds de solidarité FTQ and Fondaction
CSN investing Can$12 million ($9 million) and Can$8 million ($6 million), respectively. These
investments contributed to the Fiducie’s initial Can$52.8 million (539 million) capitalization,
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which also included Can$22.8 million ($17 million) from the federal government and a
Can$10million ($7.35 million) loan from Investissement Québec.The labour funds’participation
demonstrated confidence in the Fiducie’s mission to support SSEOEs and helped attract other
investors into the specialized funds of the Fiducie as well as in subsequent capitalization
rounds. As a result of its success, the capitalization of the Fiducie has been increased twice
since its creation in 2007; the Government of Quebec and the labour funds were investors in
each of these rounds.

In summary, the Government of Québec has been a stable partner for the SSE, responding
to initiatives from the social economy and to demands for a hybrid, structured support
ecosystem. In turn, direct and indirect government support mechanisms have help to increase
the leverage of its investment of any one strategy.

Figure 3.
The ways in which the Government of Quebec supports access to finance for Social and
Solidarity Economy Organizations and Enterprises
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Elsewhere in Canada, there is no specific legislation to support the SSE. Whereas the federal
approach to social finance is less developed than that of Quebec, it played a key role in the
creation of Fiducie du Chantier de I'Economie Sociale by providing initial funding that allowed
the Fiducie to offer first-loss protection, reducing risks for other investors and attracting private
capital. A significant milestone was achieved in 2023 with the launch of the Social Finance
Fund (SFF), a federal initiative that commits Can$755 million ($555 million) to expand the
social finance market and improve access to affordable capital for charities, non-profits, social
enterprises, cooperatives and other social purpose organizations in Canada.

The SFF’'s structure and implementation demonstrate careful consideration of diverse needs
across the Canadian social finance ecosystem. Of the total amount, Can$50 million ($37 million)
has been allocated to the Indigenous Growth Fund, while the remaining Can$705 million
($518 million) is being deployed by three selected fund-of-funds managers: Realize Capital
Partners, Boann Social Impact and CAP Finance Social Finance Fund, based exclusively in
Quebec. The deployment strategy envisions Can$400 million ($294 million) being distributed
over thefirstfive years (2023 t0 2027), with the entire fund operating as a repayable programme,
expected to return capital to the Government of Canada within 16 years.

The initiative is already making tangible progress, with Boann Social Impact announcing its first
13 investments in Canadian impact fund managers. Additionally, the launch of the Pilot Social
Equity Lens Investment Coding System underscores a commitment to tracking progress toward
social equity and gender equality targets. This structured approach to impact measurement
signals a more organized federal engagement with social finance than in the past.

The SFF was created based on recommendations from the Social Innovation and Social
Finance Strategy Steering Group, which includes government officials and experts from the
non-profit sector and SSE across Canada. In addition to its financial impact, the Steering
Group's recommendations for mainstreaming social economy support, raising awareness and
addressing regulatory barriers, continue to shape the social finance system in Canada. The SFF
is expected to drive significant sector growth by mobilizing private and institutional capital
and fostering a more robust social finance marketplace.

5.1.2 Brazil

Brazil has long demonstrated strong government support for the SSE through its Secretaria
Nacional de Economia Soliddria (National Secretariat for Solidary Economy, SENAES), established
in 2003. Examples of good practices are the fintech-based alternative currency of the Marica
Municipality - the mumbucas - and the collaboration between SENAES and Banco Palmas.

The mumbuca currency system is a unique public policy initiative operating primarily at
the municipal level in Marica, Rio de Janeiro. In 2013, the municipal government launched
the Solidarity Economy Programme, laying the legal foundation for what would become
Brazil’s largest local currency system. Central to this innovation is the city’s goal of creating
a comprehensive financial ecosystem. The municipality not only issues the currency but also
ensures its circulation through various channels. Notably, it distributes monthly stipends
via the Renda Basica de Cidadania (Citizen's Basic Income) programme, benefiting about a
quarter of the city’s residents. Additionally, the city integrates mumbuca into its operations by
accepting it for municipal services and paying portions of the salaries of municipal employee
in the local currency.

Interestingly, the municipality has built a supportive financial infrastructure around the
currency. Through the establishment of the Mumbuca Bank, the city created a public fintech
solution that offers various financial services. The bank provides low-cost microcredit to local
businesses, especially cooperative enterprises, and operates a credit line for home renovations.
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It also manages a 2 per cent transaction fee from businesses that accept mumbucas and this
helps to fund additional no-interest loans for local entrepreneurs.

The system’s resilience was demonstrated during the COVID-19 pandemic when the
municipality effectively used the existing mumbuca infrastructure to respond to the crisis. The
city government quickly increased benefit amounts and implemented the Worker Support
Programme to help workers in the informal sector, while the digital payment system helped to
maintain social distancing measures.

The State and national governments do play arole, but it is minimal. Their primary contribution
is to provide the regulatory framework within which the mumbuca operates. The system
functions as part of a broader network of community banks in Brazil, although it stands out for
its scale and sophistication at the municipal level.

This predominantly municipal approach has proved to be remarkably successful, with the
mumbuca becoming the largest local currency in Brazil. The system exemplifies how local
government policies can create comprehensive social protection and economic development
mechanisms, particularly when built around a local currency. Through careful policy design -
including restrictions on converting mumbucas to Brazilian reais for beneficiaries and limiting
acceptance to locally registered businesses — the municipality has created a system that
effectively promotes local economic development and provides social support to its residents.

Banco Palmas represents a significant innovation in Brazilian public policy for financial inclusion
and local economic development. Founded in 1998 as part of the solidarity finance movement,
it has evolved from a local initiative into a nationally recognized model that bridges the gap
between government financial inclusion goals and community-level implementation. The
institution gained policy relevance through its strategic partnership with SENAES in 2005. This
collaboration marked a crucial shift in the way in which the Brazilian government approached
community banking - from viewing it as a purely grassroots initiative to recognizing it as a
viable tool for national development policy. The policy framework surrounding Banco Palmas
encompasses several key elements:
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+ Itdemonstrates the ways in which public policy can support alternative financial institutions
while maintaining their community-driven character. The bank’s microcredit system,
which relies on social ties rather than traditional collateral, has been validated through
government partnerships, while preserving its innovative approach to credit assessment.

« The SENAES partnership has enabled significant institutional scaling. Through the National
Programme for Community Banks, launched in 2011, the Banco Palmas model has been
replicated across Brazil, growing into a network of over 100 community banks serving
diverse populations, including Indigenous groups, fisherfolk, smallholder farmers, and
favela (informal settlement) residents.

« The bank’s local currency initiative, the “palma,’ received formal recognition through a 2009
SENAES partnership that established an official government position on local circulating
currencies. This policy development legitimized an important tool for local economic
development while providing a framework for other communities to implement similar
systems.

The policy architecture also includes practical integration with mainstream financial services
through partnerships with established institutions. As a banking correspondent of Banco
Popular do Brasil, Banco Palmas can provide essential financial services and government
benefit payments, demonstrating how alternative financial institutions can be effectively
incorporated into national financial infrastructure.

The Brazilian landscape would not be complete without emphasizing the substantial efforts
made by cooperative banks/credit cooperatives, in partnership with the federal government,
to support family businesses in agriculture in every state of the country.

5.1.3 Ecuador

Ecuador has one of the most comprehensive SSE legal frameworks in the world. It includes
constitutional recognition of the solidarity and popular economy and specific laws and
dedicated supervisory institutions. Public funds support a significant social finance sector,
which plays a major role in the financial system, and public policies aim to improve access to
finance for SSE entities, recognizing their importance in economic and social development.

The Constitution of Ecuador explicitly defines the SSE as a priority sector within the national
economic system. The Organic Law of Popular and Solidarity Economy (OLPSE), enacted in
2011, provides alegal foundation for the SSE, specifying the types of entities included, outlining
their operating principles, and establishing institutions for their promotion and supervision.
Furthermore, the OLPSE created a three-tiered institutional structure to support the SSE:

« A Superintendency of Popular and Solidarity Economy is responsible for controlling and
supervising SSE entities and the popular and solidarity financial sector.

« The Institute of Popular and Solidarity Economy executes public policy, coordinates plans
and implements projects related to SSE objectives.

« The National Corporation of Popular and Solidarity Finance (CONAFIPS) provides financial
services to SSE entities, operates as a second-tier financing mechanism and develops
specialized financial products.

This advanced ecosystem also presents some challenges, such as the need to improve
awareness about SSE principles and business models among some public authorities and to
adapt existing financial regulations to better accommodate the specificities of SSE entities,
such as their collective ownership structures and social impact objectives.
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In Ecuador, the policies for SSE financing operate within a broader context of economic
and social development goals. The government aims to promote financial inclusion, reduce
poverty and foster a more equitable and sustainable economic model.

A best practice of social and solidarity economy financing in Ecuador

The CONAFIPS demonstrates how public institutions can successfully promote financial
inclusion and support the SSE. Established in Ecuador in 2011, CONAFIPS operates as a
specialized, second-tier financial institution serving SSE entities under the Organic Law
of Popular and Solidarity Economy. As a public entity, CONAFIPS focuses on financial
inclusion through three main mechanisms:

« Providing second-tier financing to savings and credit cooperatives and mutuals,
which then serve SSEOEs.

« Operating a guarantees system that backs loans to SSE entities without conventional
collateral.

« Developing tailored financial products that match the specific needs and operating
models of SSEOEs.

CONAFIPS strengthens its financial support through capacity-building initiatives,
offering training and technical assistance to both SSE entities and their serving financial
institutions. Additionally, its guarantees system facilitates SSE participation in public
procurement, enabling these organizations to secure government contracts.

By 2019, CONAFIPS had achieved significant results, building a portfolio of $335 million
and expanding financial access to previously excluded populations, particularly women,
youth and agricultural workers. The institution has strengthened the SSE ecosystem in
Ecuador through financial and non-financial support.

CONAFIPS’s effectiveness stems from:
+ aclear public mandate that ensures a dedicated focus on SSE development
- strategic collaboration with existing financial institutions and networks

- comprehensive support, combining financial tools with capacity-building

- adapted financial products meeting specific SSE needs




5.2 AFRICA
5.2.1 Senegal

Senegal adopted an Orientation Law on Social and Solidarity Economy in 2021 and defines
the SSE as:

The economic activities focused on the human being aimed at generating social or
environmental impact, and which are carried out by cooperatives or mutuals, associations
with an entrepreneurial character, by social enterprises, or popular economy actors
(Republic of Senegal, 2021).

Articles 5 and 6 of the law state the principles of SSEOEs which are aligned with the United
Nations resolutions on “The promotion of the social and solidarity economy for sustainable
development’, based on the ILO resolution concerning decent work and the SSE. Senegal also
has a Ministry for Microfinance and Social and Solidarity Economy that, in line with the law, leads
the national policy for the promotion of the SSE and ensures coordination with other ministries
and departments, SSE stakeholders through the National Council on SSE and local authorities.

The law establishes a specific tax regime for cooperatives and certified SSE enterprises, along
with the option to offer additional tax incentives to SSEOEs. According to Article 25, the State
will strengthen the technical and financial capacity of certified savings cooperatives and
mutuals through programmes focused on ethical and inclusive finance, Islamic finance and
participative financing for the SSE.

Figure 4.
The institutional framework that supports the social and solidarity economy in Senegal

Le Laboratoire de 'Economie
Sociale et Solidaire (LE-SS)
(LE-SS) positions itself as a catalyst
for the development and promotion
of SSE in Senegal. By enhancing
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Source: Elaborated by Le Laboratoire de 'Economie Sociale et Solidaire (Laboratory of Social
and Solidarity Economy), Senegal.
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The Ministry for Microfinance and Social and Solidarity Economy manages several initiatives,
such as the National Fund of Microfinance which aims to:

« Support the microfinance and SSE sectors by establishing finance and support systems
that improve access to funding, information and technical assistance for entrepreneurs,
micro-entrepreneurs and social enterprises.

+ Provide a clear and effective solution to the fragmentation of government intervention in
public finance by harmonizing institutional actions to enhance efficiency in a context of
limited resources.

« Strengthen the technical and financial capacities of microfinance institutions (MFls),
known as decentralized financial systems in Senegal, to benefit young people, women and
vulnerable populations.

This approach should consolidate public support and financial resources, helping to overcome
the identified constraints, including:

+ access to long-term, stable resources at low cost
+ high interest rates charged by MFls

« the absence of security mechanisms or tools to manage the many risks to which MFls are
exposed (liquidity, operational and security).

According to data from the Ministry of Microfinance and Social Security Economy, since its
creation it has financed 581 projects, investing more than $1.3 million into micro-enterprises
and SMEs, and supporting 3,582 women to access a stable income.

Organizations such as Le Laboratoire de I'Economie Sociale et Solidaire, which promotes the
SSE ecosystem in Senegal, have highlighted the importance of international donors, such as
Italian Cooperation, and local authorities such as the City of Dakar.

5.2.2 South Africa

South Africa has pioneered a friendlier SSE ecosystem in Africa and its development of an
SSE policy provides a practical example of collaboration between national institutions,
international organizations and United Nations agencies such as the ILO. The partnership
between the South African Department of Trade, Industry and Competition, ILO and the
Industrial Development Corporation led to a series of policy initiatives examining various
aspects of the SSE and culminating in the publication of a Green Paper on SSE in early 2019.

The institutional framework established through this process combines international expertise
with local knowledge, bringing together government agencies, academic institutions and
community organizations across all provinces. This comprehensive approach has helped build
understanding of how social enterprises and solidarity organizations operate across South Africa’s
diverse socioeconomic contexts. The policy framework that emerged focuses on three main areas:

« creating supportive conditions for both formal and informal economic activities
+ providing access to resources
+ developing appropriate support services

The approach stands out because it recognizes local implementation needs. Instead of a one-
size-fits-all model, the framework allows SSE organizations to address specific community
challenges. This is crucial in South Africa, where regional conditions differ significantly.
SSEOEs play a key role in both economic development and social cohesion, fostering trust
and community ties, while meeting practical needs. This makes them highly relevant to South
Africa’s development challenges. One key initiative arising from this framework is the Social
Employment Fund (SEF), which puts these principles into practice.
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The Social Employment Fund

The SEF is making a meaningful impact on unemployment in South Africa. Run by the
Industrial Development Corporation, this State-funded programme works through
partnerships with community organizations, NGOs and civil society groups to create
work opportunities that benefit local communities across the country.

Since its launch, the SEF has provided meaningful work for more than 65,000 people, with
plans to create 50,000 more jobs nationwide. The government committed R800 million
(543 million) to jumpstart these opportunities. The fund supports a diverse range of
community projects, including food security initiatives, environmental conservation efforts,
digital skills development and community safety programmes. These projects are carefully
chosen to address pressing community needs while creating sustainable employment.

The SEF operates through a network of 26 strategic implementation partners, focusing
particularly on rural and semi-urban areas where job opportunities are often scarce.
Workers typically contribute about 16 hours per week and receive monthly payments.
Under the current funding structure, participants can engage in meaningful work for 70
days spread across a 10-month period, providing them with steady income and valuable
work experience.

The programme plays a vital role in strengthening South Africa’s SSE through several key
approaches. It builds and maintains partnerships between social and civic organizations,
provides essential funding to groups already doing valuable community work, and
encourages larger organizations to collaborate with smaller community groups. This
collaborative approach helps organizations pool their resources and expand their
impact, reaching more communities and creating more opportunities for meaningful
employment.

The SEF's work extends beyond just creating jobs - it's about building sustainable
community development initiatives that can continue to grow and benefit local areas.
By supporting various community projects and enabling civil society organizations
(CSOs) to work together, the fund helps create lasting positive change in communities
across South Africa.

The programme’s innovative approach and significant impact recently gained
international recognition when it won the Prosperity Catalyst Award at The Bay Awards
in Spain. This achievement highlights the SEF’s important role in transforming South
Africa’s SSEand demonstrates how government-funded initiatives can effectively address
unemployment while strengthening community bonds and social infrastructure.
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5.2.3 Tunisia

Although Tunisia is not considered to be a best-case example of providing access to finance
for SSE entities overall, it stands out when viewed through the lens of collaboration with
international organizations and supranational policies. This includes international projects
supported by countries like Italy and Spain to promote SSE development.

Tunisiatook animportant step towards developing its SSE sector with the introduction of a legal
frameworkin 2020, establishing the first comprehensive legislation for social entrepreneurship
in North Africa. This law aimed to balance economic growth with social equity, while creating
specialized financing mechanisms for SSE organizations.

However, the financing landscape has become particularly challenging for Tunisian SMEs, with
nearly half of businesses in 2020 citing access to finance as a major impediment - a significant
increase from 2013 when only about one-fifth of firms reported similar concerns.

In response to these challenges, Tunisia has launched several initiatives to strengthen the SSE
sector. The 2020 law promotes innovative financial solutions, including microfinance programmes
and social investment funds. Plans are underway to establish cooperative banks, though this
development may take several years to materialize. Additionally, the legislation mandates
commercial banks to create preferential financing options specifically designed for SSE enterprises.

Tunisia has set ambitious targets for its SSE sector, but realizing its vision requires the
restructuring of the sector and the development of sustainable financing mechanisms.

The ILO has played a key role in enhancing the financial inclusion of SSE entities in Tunisia
by fostering collaboration with public and private financial institutions. This approach has
encouraged various stakeholders to support SSEOEs at different stages of their development.

5.2.3.1 Engagement of public financial institutions

The Banque Tunisienne de Solidarité (Tunisian Solidarity Bank) provided crucial funding for
equipment and materials identified in continuity plans tailored to SSE entities through the
ILO’s JEUNESS project. Additionally, the bank trained vulnerable young people in economic
empowerment through the SSE and developed a new product with a low interest rate
(5 per cent instead of 23 per cent to 25 per cent), specifically for SSE projects.

5.2.3.2 Capacity-building for financial stakeholders

« Training programmes based on ILO tools, such as Making Microfinance Work 1 and 2, were

adapted to the realities of the SSE. These tools enabled financial institutions to develop
viable and sustainable financial products
for SSE organizations.

Private and public financial institutions (the
Central bank, Market Regulation Authority
and private banks) were trained to design
innovative financial products aligned with
the specific characteristics of SSEOEs.

The development of complementary
financingmechanismsbuildstrustbetween
financial institutions and SSE beneficiaries,
paving the way for future access to credit
and ensuring the sustainability of their
development.
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5.2.4 Mali

The SSE of Mali has evolved through several policy developments over the past decade.
The country established its initial framework in 2014 by adopting a national policy for SSE
promotion, supported by a five-year action plan that outlined ways to improve financial access
for SSE organizations. A draft law on SSE is being prepared by the Government of Mali and the
country has a Ministry responsible for SSE.

Progress has also been made at the local level, such as in Bamako, where collaboration with
Réseau National des Acteurs de la Promotion de I'Economie Sociale et Solidaire (National
Network of Actors for the Promotion of Social and Solidarity Economy, RENAPESS) supported
SSE development in 2019. While Mali has taken steps to support its SSE sector, challenges
in coordination, targeting and long-term planning still hinder the development of a
comprehensive SSE financing ecosystem. Nevertheless, Mali offers an example of public policy
aimed at improving access to finance for SSE entities.

5.2.4.1 The mechanism for the refinancing of Mali’s decentralized financial
systems

The Mechanism for the Refinancing of Mali’s Decentralized Financial Systems was established
by Decree no.2018-570 PM-RM in July 2018 as part of a partnership between the International
Fund for Agricultural Development (IFAD) and the Government of Canada. The fund provides
capital to 18 partner MFIs (decentralized financial systems) to offer microcredit, primarily
targeting those in the agricultural value chain across the country. Current partners of the fund
include the Government of Mali, IFAD, the Government of Canada, Danish Cooperation and
the German Development Agency, GIZ.

The Steering Committee is composed of the ministries of Economy and Finance, Agriculture,
Youth, Jobs and Civic Construction and Promotion of Women, Children and Family, international
funders and national and regional agricultural organizations. The operations are coordinated
by a small team led by an executive secretary who is presently the President of RENAPESS.

With capital of €30 million ($32.7 million) and about 450,000 beneficiaries (43 per cent women
and 57 per cent young people), the mechanism provides access to loans with interest rates of
5.85 per cent, without guarantee. The organization’s patient capital continues to grow for the
benefit of disadvantaged populations in rural parts of the country, with a very important focus
on youth and women.

5.2.4.2 The Solidarity Bank

The Banque Malienne de Solidarité (BMS-SA) was founded in 2002 in the context of the State’s
gradual shift away from productive sectors in favour of private investment, alongside a political
commitment tothe National Strategy for the Fightagainst Poverty (SNLP).The SNLP servesasthe
guiding framework to ensure coordination and synergy between macroeconomic and sectoral
policies. One of its key goals is to improve access to financial services for poorer populations,
particularly by developing microfinance in disadvantaged areas. BMS-SA contributes to the
Malian banking landscape and MFls, enhancing banking services in underserved regions and
increasing financial inclusion for the most disadvantaged populations.
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The general mission of BMS-SA is to finance, coordinate, support and assist the actions of
the various stakeholders in promoting micro-enterprises and self-employment. It has the
following objectives:

« To promote a dynamic of mass development based on initiative, creativity, self-employment
and reintegration through credible and profitable microprojects in all areas of activity, except
for transport, throughout the national territory and particularly in disadvantaged areas.

+ Provide for the financing demands of small businesses that do not have a personal or real
guarantee and cannot access bank credit.

« Complete the structure of the decentralized financial system by playing the role of a credit
institution that allows for the joint management of the savings collected.

« Manage any resources or credit lines that may be made available for the benefit of target
groups.

In 2016, the BMS reached a balance sheet of CFA 608 million ($1 million).

5.3 EUROPE
5.3.1 The European Union

The European Union has the strongest track record among supranational regional bodies in
supporting the SSE. The SEAP, approved in 2021, is a strategic European Union framework that
prioritizes improved access to finance for SSE entities. It addresses a long-standing challenge,
identified since the 2011 Social Business Initiative, to create better conditions and offer
dedicated funding to support the start-up, scaling and innovation of SSE entities.

The SEAP emphasizes the potential of the SSE to boost green and digital transitions as “their
participatory business models, that take into account the needs of citizens, employees and
other stakeholders, help to ensure that the transitions are fair” (European Commission, 2021).
It also contributes to sustainable economic development, the creation of high-quality jobs
and social rights; to social services and inclusion and to the implementation of the SDGs. The
main ambitions of the SEAP are summarized in the following sentences:

To optimize the potential of the social economy in the Single Market, more should be done
to replicate successful experiences across Member States and, where possible, to help
social enterprises grow from local to European, including with digital tools. This action
plan seeks to enhance social innovation, support the development of the social economy
and boost its social and economic transformative power (European Commission, 2021b).

The SEAP includes a section on “improving access to funding” which features an analysis of
the market failures leading to a funding or financing gap between the offer and the demand:

Despite this positive development, an analysis of social enterprise finance markets
revealed a persisting mismatch between the demand and supply of repayable finance for
social enterprises in Europe, both in terms of access to debt and equity. In the field of social
enterprise finance, the funding gap was estimated at almost €1 billion ($1,090 billion)
per year across Europe,’® while in the field of microfinance the gap was estimated at
€12.9 billion ($14 billion) per year across the EU"."

10 European Commission, 2019, Social enterprise finance market: analysis and recommendations for delivery options,
by Spiess-Knaf W. and Scheck B, Luxembourg.

11 European Commission, 2020, Microfinance in the European Union: Market analysis and recommendations for
delivery options in 2021-2027, Luxembourg.
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One of the SEAP’s leading initiatives is the InvestEU programme, recognized as a global best
practice. Running from 2021 to 2027, InvestEU aims to mobilize over €372 billion ($405 billion)
in public and private investment, supported by a €26.2 billion ($28.6 billion) European Union
budget guarantee. The programme focuses on four key areas: social investment and skills,
sustainable infrastructure, research and innovation, and SME support. For SSE entities, it offers
indirect benefits through financial intermediaries, with €2.8 billion ($3 billion) allocated for
social investments and skills. InvestEU operates through three components: the InvestEU Fund
(financial guarantees), the Advisory Hub (technical assistance) and the Portal (connecting
investors with projects).

The SEAP also foresees other actions, such as:

« Complement financial instruments with grant support for building social enterprise
finance markets in Europe by supporting the setting up of new financial instruments and
investment readiness programmes.

« Complement equity investment instruments with grant support aimed at lowering
transaction costs for risk-capital investments into social enterprises.

« Support European Union networks active in the areas of microfinance and social enterprise
finance with the aim of improving awareness and signposting to European Union funding,
improving the capacity of member organizations, and providing research and data.

+ In alignment with the Platform on Sustainable Finance, the Commission will prepare a
report on the possible extension of the European Union Taxonomy for Sustainable Finance
to social objectives.

In addition to other concrete actions, there are specific taxation regimes for SSEOEs and
measures to improve access to State aid for SSEOEs with a general interest objective, such as
labour and social inclusion for individuals at risk or facing social exclusion.

The organization of the SSE ecosystem in the European Union has been crucial in supporting
the development of sophisticated public policies. Key organizations, such as Social Economy
Europe (representing 4.3 million SSE entities in the European Union), play a pivotal role in
uniting global, European and national SSE networks. These include ADV Foundation (Romania),
AIM (International Association of Healthcare Mutuals), Alleanza delle Cooperative Italiane
(Italy), AMICE (Association of Mutual Insurers) and many others across Europe. Additionally,
organizations like the Euclid Network, also a UNTFSSE observer, contribute significantly to
promoting European Union policies in favour of the SSE.

In the 1990s, several European federations were established alongside the Common Market
and the introduction of the Euro, to address the specific needs of social economy entities.
These organizations, such as Eurapco (formerly Eureko Alliance), aimed to promote mutual
status (also known as “provident society”) in the financial services and insurance sectors.
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5.3.2 France

France is a country with a long SSE history. The terms “social economy” and “SSE” appeared in
France in the 19th century, originally to refer to political economy, later to associationism and
solidarity, and in the 1970s to the universe or alliance of cooperatives, mutuals and associations
(to which foundations and social enterprises were progressively added).

In 1981, France created an inter-ministerial delegation for SSE, ensuring the coordination of
different ministerial departments engaged in the promotion of SSEOEs, such as cooperatives,
mutuals, associations, foundations and the “commercial societies” considered to be part of the SSE.

In 2014, France adopted its Law on Social and Solidarity Economy?? that defines the SSE as:

The social/solidarity-based economy is a form of entrepreneurship and economic
development adapted to all areas of human activity, to which legal entities under private
law belong that meet the following cumulative conditions:

« A purpose other than profit-sharing.

« Democratic governance, defined and organized by the articles of association,
providing for information and participation, the expression of which is not solely
linked to their capital contribution or the amount of their financial contribution, of
associates, employees and stakeholders in the company’s achievements.

«  Management in accordance with the following principles: most profits are devoted
to maintaining or developing the company’s business and compulsory, non-
distributable reserves may not be distributed.

According to the law, the French SSE is formed
by private sector legal entities in the form
of cooperatives; mutual societies or unions
governed by the Mutual Societies Code;
mutual insurance companies governed by the
Insurance Code; foundations or associations
governed by the law of 1 July 1901; as well
as commercial companies whose articles of
association meet certain requirements.

Long before the SSE was officially recognized
bythe2014LawonSSE, France had established
a robust and unique financing ecosystem,
notably relying on solidarity finance, which
connects the savings of French employees
with SSE actors. Among the strengths of the
French financing model are:

© Adobe Stock

« Solidarity-based saving funds, particularly
90/10 funds, recognized by a 2001 law.
These funds are required to invest between 5 per cent and 15 per cent of their assets in
SSEOEs or solidarity investors. They are mandatorily offered in workplace saving plans.
Along with other solidarity-based savings and life insurance products, these funds have
significantly contributed to the growth of solidarity finance, which now exceeds €30 billion
(5$32.7 billion) in managed assets.

12 See https://www.legifrance.gouv.fr/loda/id/JORFTEXT000029313296.
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Figure 5.
A simple illustration of the functioning of 90/10 funds
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« The French SSE law introduced a system (agrément ESUS) to identify “Solidarity-based
enterprises with social utility”. This agreement is awarded to companies that meet criteria
for pursuing a social purpose and fair value-sharing practices (limiting wage disparities). In
return, these companies benefit from increased attractiveness to investors (because they
can access tax incentives for investing in such entities) and preferential access to solidarity-
based investments.

+ Publicand private actors are highly engaged, e.g. the Caisse des Dépots (the public financial
institution which manages savings funds) directly supports the strengthening of equity
and quasi-equity for SSE organizations.

« A notable example is the innovative model of France Active, a network of 35 local
associations federated by a national entity. It offers SSE enterprises a wide range of tools
(loans, guarantees and equity investments) along with tailored technical support. France
Active supports and finances around 40,000 enterprises annually. There are many other
financial institutions that specialize in financing SSEOEs, such as Crédit Coopératif or La Nef.

« Social innovation financing tools, such as social impact bonds, have financed 34 projects
over the past eight years with a total amount of €81 million ($88 million). These projects
span various fields (justice, employment and environment) and systematically involve a
public actor (ministry or agency), an investor and an SSE organization.

At the international level, through its programming Act on inclusive development and
combatting global inequalities (adopted in 2021), France has recognized the essential role of
SSE companies. The law states that:

France promotes the development of trade based on fair trade and contributes to support
social and solidarity economy (SSE)' initiatives and microcredit in partner countries. It
supports the international deployment of SSE actors and strengthens local initiatives by
promoting access to financing and the structuring of ecosystems (French Ministry for
Europe and Foreign Affairs, 2021).

13 See https://www.finance-fair.org/fr/actualites/les-fonds-9010-fierte-de-la-finance-solidaire-en-france.
14 See https://www.legifrance.gouv.fr/loda/id/JORFTEX™ 49 129313296.
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SSE actors also contribute to the co-construction of guidelines, goals and means relating to
solidarity-based development policy and the fight against global inequality. The National Council
for Development and International Solidarity has a college of SSE entities, which contributes
towards the definition of the guidelines, objectives and means of the country’s development policy.

France supports the access of SSE entities to finance through different channels™ related to
official development assistance:

+ Grantsfromthe Ministry for Europe and Foreign Affairs: organizations from the SSE, including
SSEOEs, are eligible to apply to the Fonds Equipe France for projects of up to €1 million
(81,090 million) for two years, with one renewal. In 2018, as part of the implementation of
its strategy “Innovate together” the French Ministry for Europe and Foreign Affairs signed
the first partnership with a French social enterprise, Simplon, to create the first inclusive
school in digital professions, in Abidjan (Cote d'lvoire).

« France also fosters innovative financing mechanisms such as DIBs. A DIB was created in
2022 to improve menstrual health in Ethiopia.'® It supports innovation from SSE actors
through the Fund for Innovation in Development.

The AFD has employed a strategy to promote “social and inclusive business”, with the aim of
mobilizing €1 billion ($1,090 billion) to support more than 500 social and inclusive businesses
with its traditional financial tools, such as grants:

« (CSOs Initiatives programme: grants of 90 per cent of the project amount for French or
local NGOs and syndicates, including for those supporting social economy ecosystems in
developing countries.

« Multiyear grant to selected NGOs: a four-year grant was awarded in 2024 to Entrepreneurs
du Monde for the creation of social MFls in developing countries.

« Equity through the Proparco' FISEA facility: in the framework of the European Union
initiative “Investing in Young Businesses in Africa”, this programme supports SMEs in Africa,
including those in the SSE.

« Guarantees with the Proparco ARIZ programme: final loss guarantee offered to financial
institutions to cover 50 per cent to 75 per cent of an individual loan or a portfolio of loans
to SMEs and MFlIs.

« The Social and Inclusive Business Camp, a programme of AFD, has supported African social
entrepreneurs through capacity-building since 2017.

« Other French organizations, such as FAIR, lead initiatives for social impact finance and
research on financing SSE ecosystems in developing countries. ScaleChanger supports
impact-driven organizations, both in France and abroad, helping them scale and maximize
their social impact.

5.3.3 ltaly

Italy is renowned for having one of the most developed and historically rooted SSE ecosystems
in the world. While the term “social economy” may not be widely used, the concept is deeply
embedded in the country’s social fabric and reflected in its legal frameworks and institutions.

15 See https://www.diplomatie.gouv.fr/fr/politique-etrangere-de-la-france/developpement/autres-secteurs-d-
importance/l-economie-sociale-et-solidaire (in French).

16 See  https://www.diplomatie.gouv.fr/fr/politique-etrangere-de-la-france/developpement/evenements-et-actualites-
sur-le-theme-du-developpement/evenements-et-actualites-sur-le-theme-du-developpement-2022/article/signature-du-
premier-contrat-a-impact-de-developpement-francais-destine-a (in French).

17 Proparco is a subsidiary of the AFD Group focused on private sector development.
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Terms like “third sector” (including NGOs, foundations, social cooperatives, social enterprises,
associations, ethical banks and volunteer organizations) and cooperatives are common,
reflecting the significant role of the Italian cooperative movement and its connection with the
third sector. The scale and impact of the SSE ecosystem in Italy are evident in data from the
2016 Census of Industry and Services.

The sector’s breadth is demonstrated by its nearly 390,000 organizations which collectively
employ approximately 1.6 million people, making it a significant contributor to the national
economy. Perhaps most striking is the extraordinary level of civic engagement within the SSE,
with more than 5.5 million volunteers — representing almost 10 per cent of the population of
Italy - actively participating in these organizations. This remarkable volunteer participation
rate underscores the deep social embeddedness of the SSE in Italian society.

The economic impact of the sector is substantial, though sometimes challenging to quantify
precisely. Current estimates indicate that the SSE contributes slightly over 1 per cent of the
gross domestic product of Italy, highlighting its role as a meaningful economic force beyond
social impact. The ecosystem’s strength lies in its diversity, including:

+ A rich variety of organizational forms, from cooperatives (both social and non-social) to
associations, foundations and social enterprises.

+ A balanced mix of paid employment and volunteer engagement, creating a sustainable
model for social impact.

+ A deep integration into both urban and rural communities, supporting local development
and social cohesion.

Italy has one of the world’s most developed SSE ecosystems, but the sector’s diverse nature -
ranging from small associations to large cooperative enterprises — presents a range of financial
needs. Historically, Italian SSEOEs have not encountered significant problems accessing
finance, but a possible shift is on the horizon.

The policy framework supporting the SSE in Italy is notably robust, with constitutional recognition
of cooperatives underlining their importance in the national economic and social fabric. The
recent third sector reform has further strengthened this foundation by unifying and streamlining
the legal framework, while introducing provisions for social enterprises and innovative financial
instruments. Particularly noteworthy is the Italian public sector’s active involvement of SSE
entities in implementing social policies through procurement processes, fostering collaboration
and co-planning between public authorities and SSE organizations.

obe Stock




The Italian SSE benefits from a range of financial mechanisms and instruments designed to
meet its specific needs. Traditional financing approaches continue to play a key role in ensuring
the sector’s sustainability. These include:

+ Public support through grants and subsidized loans, exemplified by the Italy Social Economy
programme, which promotes the creation and growth of social enterprises and cooperatives.

« Bankingrelationships, primarily through cooperative and ethical banks but increasingly through
other commercial institutions that recognize the SSE's potential and relatively low risk.

+ Internal funding mechanisms, such as cooperative mutual funds, and financing members,
which strengthen engagement while providing crucial capital.

Innovation in SSE financing has introduced several new instruments that complement traditional
approaches. The third sector reform has enabled crowdfunding through various models, from
donation-based to equity-based approaches. Additionally, social impact bonds and impact
investing funds are emerging as significant tools, providing new avenues for private investment
while ensuring accountability and measurable social outcomes. These innovative instruments
are helping to modernize the financing of the sector while maintaining its core social mission.

The Italian Rotary Fund for Social Economy (FRI), launched in 2015, is a notable example of good
practice. As the first subsidized lending tool in Italy targeting SSEOEs, the FRI (also known as
the Italia Economia Sociale programme) represents a €223 million (5243 million) commitment
by the Ministry of Economic Development to strengthen the social economy sector.

The programme’s innovative financing structure combines subsidized and market-based
elements to support both new and existing SSE entities. At its core there is a dual financing
approach: 70 per cent of the funding is in the form of a subsidized loan with a nominal
annual interest rate of just 0.5 per cent, while the remaining 30 per cent is provided through
partnered banks at market rates. This blended finance model allows beneficiaries to access
loans covering up to 80 per cent of eligible expenses over a 15-year term, including a generous
pre-amortization period of up to four years at the subsidized rate.

The FRI maintains a clear focus on specific types of social economy organizations, including:

+ Legally recognized social enterprises, social cooperatives and their consortia, and
cooperative societies with Social Cooperative Society Social Promotion and Solidarity
(ONLUS)™® status, all operating within carefully defined regulatory frameworks.

« Organizations primarily engaged in social and health care services, education and work
integration programmes for disadvantaged individuals.

The programme’s implementation continues to evolve, as exemplified by UBI Banca’s
involvement as one of seven partnered Italian banks. Through this structured approach to social
finance, the FRI aims to generate multiple positive outcomes, from increased employment
opportunities for disadvantaged individuals to expanded social services and environmental
improvements.

Italian law requires cooperatives to allocate 30 per cent of annual profits to legal reserves.
Additionally, cooperatives must set aside 3 per cent of annual profits for mutualistic funds,
which are managed by key SSE and cooperative organizations. These funds promote and
finance the creation of new cooperatives. Currently, there are five active cooperative mutualistic
funds: Coopfond, Fondosviluppo, General Fund, Promocoop, and Promocoop Trentina.

18 In Italy, ONLUS is legal status granted to non-profit organizations that operate for social, charitable, cultural,
educational or other public benefit purposes.
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Figure 6.
Number of associated cooperatives and resources received by Coopfond by means of the
3 per cent transfers (2007-2019)
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As in other countries, Italian law allows members to invest in cooperatives. However, members
who contribute solely through investment cannot hold more than 33 per cent of the votes in
key democratic bodies, such as the General Assembly and the Board of Directors. Cooperatives
can also be funded by members through “member loans” (prestiti sociali), which are repayable
at any time and must be used exclusively for the cooperative’s purposes. Given the obligation
to reinvest a significant portion of their profits (especially for social cooperatives), these SSE
entities benefit from tax exemptions.

The “Marcora Law’, approved by the Italian Parliament in 1985 and reformed in 2001, is
another ltalian good practice, providing legal and financial support to “worker buy outs’, i.e.,
the transfer of enterprises to the employees, in this case under the cooperative form.

The Marcora Law has allowed workers to invest their unemployment benefit and severance
indemnity in recovering the firm in which they had been employed and converting it into a
cooperative. The financial resources accumulated by former employees could be increased with
additional funding frominstitutional investors like Cooperazione Finanza Impresa and Foncooper.
Since 2001, these investors have delegated their expertise to regional subsidiary agencies, with
a funding ratio of 1:1 between workers and the State.’”” According to Gianluca Salvatori, Chief
Executive of the European Research Institute on Cooperative and Social Enterprises:

The Marcora Law in Italy was instrumental in facilitating employee buyouts, primarily by
providing a framework that enables collaboration among all the various stakeholders
involved in the process, and by making available financial support schemes that can help
these enterprises navigate the difficult economic conditions they often face (International
Cooperative Alliance, 2015).

19 Lomuscio M and Salvatori G. A Co-operative Recovery: Learning lessons from lItaly’s Marcora. https://party.coop/
cooprecovery/read/5.
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It is worth mentioning here the special role played in Italy by Banca Etica, which funds both
mainstream and SSE entities with criteria and procedures that enable it to bypass green-
washing and social-washing attempts.

Banca Etica was born from the collective experience and commitment of various movements
and organizations, including fair trade, microcredit, the peace movement and the promotion
of solidarity between the north and south of the world.

In the late 1980s, self-managed mutual funds called MAG (Mutue di Autogestione) emerged
across ltaly, closely linked to movements promoting peace, international cooperation,
social solidarity and ecology. This growing awareness led to the creation of Verso la Banca
Etica (Towards the Ethical Bank) in 1994. Founded by about 20 national enterprises and
associations from the third sector, the organization raised enough capital within four years to
seek authorization to open a bank by late 1998. The cooperative model was chosen to ensure
shareholder involvement and participation in the bank’s operations. The bank was founded on
the following principles:

+ Participation (decisions taken at the shareholders’ meeting with the “one person, one vote”
rule).

+ Transparency (loans to companies and organizations are freely visible on the Internet).

« Balanced compensation (limits in the pay differences between management and
employees).

+ Efficiency.
« Attention to the non-economic consequences of economic activities.

The criteria are defined with negative conditions (such as no production of armaments,
no activities that harm the environment or violate human and social rights, no creation of
addictive substances, no contribution to gender inequality, no ties to politics or powerful
interests, etc.), as well as positive ones. In short, the only socioeconomic activities that are
financed are initiatives which take “responsibility for the non-economic consequences of
economic activities” (an excerpt from the mission statement of Banca Etica).

Today the bank consists of over 43,000 members and 95,000 customers. Its share capital is
more than €73 million (579 million). It collects savings of over €1.5 billion ($1.6 billion) and
provides loans of over €1 billion ($1,090 billion). The bad debt rate (unpaid loans) of Banca
Etica is 0.64 per cent, compared to a national average of 1.61 per cent.

Connected to the Banca Etica group is the Fondazione Finanza Etica (Ethical Finance
Foundation) which promotes an active and responsible culture of citizenship in the finance
sector. Its main goal is to encourage individuals to reflect on the ways in which their actions
can impact the environment. The foundation is a pioneer of critical shareholding.

The Banca Etica Group extends beyond Italy, having explored with Spanish companies the
possibility of creating an Italian-Spanish ethical finance project. In partnership with the Fiare
Foundation, which encourages citizens to use their savings responsibly, it established an
operational structure in Spain, which offers ethical finance services and products, alongside
the Spanish equivalent of the Italian Fondazione Finanza Etica: the Fundacién Finanzas Eticas.

5.3.4 Luxembourg

The effort by Luxembourg to support the SSE is relatively recent, with government initiatives
playing a key role in shaping the sector. While public funding has been the primary source
of support, the country is witnessing a gradual shift towards a more diversified financing
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landscape. Here follows a summary of the policies of Luxembourg that address access to
finance for SSE entities.

5.3.4.1 Policy framework and recognition

The SSE gained traction in Luxembourg around 15 years ago, largely due to government
initiatives aimed at supporting and formalizing the sector. This growing recognition was
further strengthened by the government’s national action plan for the solidarity economy,
which led to the creation of the Union Luxembourgeoise de I'Economie Sociale et Solidaire
(Luxembourg Union for Social and Solidarity Economy, ULESS) in 2013. ULESS serves as the
national umbrella organization for the SSE in Luxembourg.

In 2016, the government took another significant step by passing the Law of 12 December
2016. This law provides a legal definition for social and solidarity-based enterprises, officially
recognizing their unique characteristics and reinforcing their status within the economy. The
law also introduces the concept of the social impact company (SIS) or société d'impact sociétal.
This new legal form was specifically designed for SSE entities, offering a flexible structure that
caters to both existing SSE actors and new social entrepreneurs.

5.3.4.2 Financial mechanisms and instruments

SSEOEs in Luxembourg rely heavily on public funding from national, local and European
sources. This dependence reflects the sector’s early stage of development and the limited
involvement of private investors. To address this, the government implemented a unique
tax regime for the SIS. This tax regime encourages the full reinvestment of profits within the
company, promoting growth and sustainability in the sector.

While emerging financial mechanisms in Luxembourg are gradually expanding beyond
traditional approaches, their scale remains relatively modest. The landscape of ethical finance
is evolving, with banks beginning to extend their services to better accommodate the needs
of the SSE ecosystem. Public banking investment mechanisms are also taking shape, providing
new opportunities for SSEOEs. In addition to these developments, equity crowdfunding has
emerged as an innovative funding channel, offering social organizations an alternative way to
raise capital. While these mechanisms are promising, they are still in the early stages and have
yet to reach their full potential within the social finance ecosystem of Luxembourg.




The social impact company

The SIS represents a significant innovation in the SSE landscape of Luxembourg.
Introduced by the Law of 12 December 2016, the SIS is an accreditation that existing
companies — whether public limited companies, limited liability companies, or
cooperative companies — can obtain by demonstrating their commitment to social and
solidarity principles. The SIS framework is built on three fundamental pillars:

« Purpose and governance: companies must show genuine commitment to social
impact by supporting vulnerable populations or contributing to broader societal
well-being, while adhering to strict transparency and governance regulations.

« Financial structure: At least half of all profits must be reinvested into the company’s
social mission, ensuring sustained focus on social impact over financial gains.

« Public recognition: the accreditation allows companies to use the SIS designation,
facilitating access to public procurement contracts and specific subsidies for SSE
entities.

Perhaps the most innovative aspect of the SIS framework is its distinctive share
structure, which creates a clear delineation between social and financial returns. Impact
shares, which must constitute at least 50 per cent of the share capital, offer no dividend
payouts, attracting investors primarily focused on social impact. Complementing these
are yield shares, which allow dividend distribution but can be converted into impact
shares, though this conversion is one-way, preventing impact shares from reverting to
yield shares. This structure ensures the preservation of the organization’s social mission.

For organizations choosing to operate entirely with impact shares, Luxembourg offers
significant tax incentives. A fully non-profit SIS may enjoy complete exemption from
corporate income tax, communal business tax and net wealth tax, creating a powerful
incentive for impact-focused investment and philanthropy.

As a relatively new initiative, the SIS accreditation demonstrates Luxembourg’s
commitment to growing the SSE sector while attracting socially conscious investors. It
provides a robust framework for businesses dedicated to building a more inclusive and
sustainable society, balancing social impact with financial sustainability.

5.3.5 The United Kingdom, with a focus on Scotland

The United Kingdom has been a strong advocate for innovative policies to improve access
to finance for SSE entities. These include the pioneering regulation of Community Interest
Companies, using dormant accounts to fund social enterprises, establishing Big Society Capital

or tax incentives such as social investment tax relief.

The United Kingdom has developed a comprehensive framework of policies and initiatives to
support social enterprise financing, with significant variations between England and Scotland.
At the United Kingdom level, one of the most substantial initiatives has been the Dormant
Assets Scheme, which has unlocked over £800 million over the past decade for social causes,
including a recent allocation of £87.5 million specifically to support community organizations

struggling to access mainstream finance.
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A cornerstone of the financial support infrastructure is Access, the Foundation for Social
Investment, which plays a crucial role in bridging the gap between social enterprises, charities
and available capital. The foundation operates through various mechanisms, including
enterprise development programmes and innovative blended finance arrangements that
provide affordable, patient and flexible investment options. This is complemented by the
Social Enterprise Boost Fund, a £4.1 million government initiative specifically targeting
disadvantaged areas of England, providing both direct financial support through grants of up
to £10,000 and crucial capacity-building assistance.

The regional variation in support policies is particularly noteworthy. Scotland has developed
a more integrated and coherent ecosystem, with social investment and enterprise efforts
embedded within broader government strategies, including the Social Enterprise Strategy
2016-2026 and Scotland’s National Strategy for Economic Transformation: a vision for a
well-being economy. The Scottish government has actively fostered collaboration between
industry bodies and social investment intermediaries, creating a more streamlined approach
to support delivery. In contrast, England features a more dispersed ecosystem, with pockets
of strong support from local authorities and various organizations like Social Enterprise UK,
Access and Nesta assisting.

Beyond direct financial assistance, the Government of the United Kingdom has implemented
several structural initiatives. The Community Interest Company regulation, introduced in 2005,
has been particularly significant in providing a clear legal framework for social enterprises,
although it has presented some challenges with respect to investment restrictions and profit
distribution. The regulatory environment has evolved differently in Scotland and England,
with Scotland demonstrating a higher degree of engagement and integration among various
stakeholders and more dedicated policy support for social enterprises.

Challenges persist across the United Kingdom in terms of investment readiness and access
to finance. Recent policy developments have focused on addressing these issues through
initiatives like the Local Access Programme, which provides enterprise development services
alongside financial support, and various regional development programmes. These policies
reflect a growing recognition of the need to combine financial support with capacity-building
and business development assistance to create sustainable social enterprises.

Of course, the United Kingdom also has extensive cooperative legislation, including the Co-
operative and Community Benefit Societies Act 2014, and a Credit Unions Act.
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The Social Enterprise Strategy 2016-2026

Scotland developed a sophisticated approach to financing social enterprises,
balancing the need for sustainable funding with the sector’s unique characteristics and
challenges. The strategy’s success can be seen in the growth of the sector from 5,000
social enterprises in 2015 to 6,025 by 2024, with organizations demonstrating increased
financial resilience, as shown by the dramatic improvement in survival ratios from 12 to
45 weeks of operating reserves since 2019.

At the core of Scotland’s approach was the recognition that both the supply and
demand sides of social investment needed development. The strategy focused on
building “investment-readiness” through coordinated support from social investors and
business agencies, while simultaneously developing more flexible funding mechanisms,
including blended capital mixing grants and loans; patient capital with longer repayment
timeframes; and small-scale lending as stepping stones to larger investment.

Scotland took a more integrated approach than England, with closer collaboration
between government, funders and enterprises. This regional sensitivity was paired with
efforts to unlock new capital sources through retail investors, mutually owned funds
and traditional SME finance channels. Rather than entirely replacing grant funding, the
strategy used it strategically to help organizations build track records and eventually
access more sustainable finance.

The data suggest this balanced approach has been successful. Not only has the number
of social enterprises grown significantly, but their financial resilience has strengthened
considerably, with organizations now typically able to sustain operations from reserves
for more than three times longer than they could in 2019. This improved sustainability
suggests the strategy has succeeded in helping social enterprises develop more robust
funding mixes while maintaining their social impact focus. The growth in both numbers
and financial strength indicates Scotland has created an environment in which social
enterprises can thrive while staying true to their missions.

5.3.6 Spain

Spain has pioneered the establishment of a legal and financing framework for the SSE. The
country was the first in Europe to adopt an SSE framework law in 2011, Ley 5/2011, de 29 de
Marzo, de Economia Social. The law, which achieved the consensus of all political parties with
a representation in the Spanish Parliament, defines the social economy® by referring to the
principles that are common to all these entities (article 4), and by referring to and listing the

concrete entities which are considered part of the social economy (article 5).

Spainis considered a federal State, with 17 autonomous communities and has multiple sources

of support for the social economy:

The national government has a Ministry of Labour and Social Economy, responsible for
coordinating SSE policies and legislation, including the national registry of cooperatives and
labour companies. The ministry includes a minister, state secretary, a special commissioner

and a Directorate General for Social and Corporate Social Responsibility.

20 The Spanish law uses the term social economy to refer to the SSE ecosystem.
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+ One key policy is the Strategic Plan for the Recovery and Economic Transformation for
Social Economy and Care (PERTE ESyEC), which mobilizes over €2.5 billion ($2.7 billion)
in investments for SSEOEs. Coordinated by the Ministry of Labour and Social Economy,
PERTE ESyEC involves ten ministries, including Agriculture, Digital Transformation, Science,
Ecological Transition, Social Rights, Industry, Equality, Territorial Policy and Education.

« COFIDES, a public—private entity, launched a €400 million ($436 million) FIS fund in 2023.

The 17 autonomous communities also play a key role in promoting and supporting the
development of the SSE in Spain. The country has 17 regional cooperative laws, regional laws
on work integration and social enterprises, and even regional “social economy”laws. According
to the OECD:

Regional strategies of the Balearic Islands, Murcia, Galicia and Navarre have set as their main
objective job creation. Given that Spain has the second highest unemployment rate in the
European Union (13.7 per cent in December 2019) this focus is not surprising. The Navarre
Plan includes job creation but also social responsibility as its main priorities. In Murcia (14
per cent) and Galicia (11.5 per cent) where unemployment rates are high, strong emphasis
is placed on employment with clear quantitative targets set in their regional strategies
(creation of 3 500 jobs annually with a target of 80 per cent permanent jobs) (OECD, 2020).

Regional strategies include significant funding and financing opportunities for the SSE. In the
region of Catalonia, a pilot project was launched to create an investment fund adapted to the
needs and particularities of the social economy.

5.3.6.1 The Strategic Project for Economic Recovery and Transformation of
the Social Economy and Care

In 2022, the PERTE of the Social Economy and Care was approved. More than €2.5 billion
(52.7 billion) are being invested in the PERTE until 2026. It includes initiatives to resize social
economy enterprises in their different legal forms, ensure their business viability, promote
social innovation, improve their competitiveness and maintain employment. In addition, it
pursues the internationalization of these companies. It is a multistakeholder project in which
all public administrations participate, in collaboration with the social economy sector.

The PERTE is governed by a public—private Alliance for Social Economy and Care, chaired by
the Ministry of Labour and Social Economy. It includes representatives from the 10 involved
ministries, SSE actors and key financiers such as cooperative banks CAJAMAR, Caja Laboral,
Caja de Ingenieros, Caja Rural Central and Fiare Banca Etica. The project has financed a wide
range of SSE projects, including:

« ASETT:The Arizmendiarrieta Social Economy Think Tank.
« Up Me Up: a platform for job seekers to find jobs in the SSE.

« The Network of Cooperative Poles, seeking to promote affordable cooperative housing and
renewable energy cooperatives.

« The Ministry of Labour and Social Economy also mobilized the PERTE to create a national
social economy website, following the example of the Social Economy Gateway of the
European Union.

The PERTE is co-funded by the Next Generation European Union plan, which is the post
COVID-19 recovery plan of the European Union, and its Recovery and Resilience Facility. In
addition, every year, the Ministry of Labour and Social Economy grants subsidies to activities
to promote self-employment, the social economy and the social responsibility of companies,
and to cover the operating expenses of SSE umbrella organizations such as the CEPES.
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5.3.6.2 The Social Impact Fund

The FIS is a public financial instrument managed by COFIDES that aims to support impact
investment in Spain and strengthen the social entrepreneurship ecosystem. It aims to respond
to social and environmental challenges such as territorial and social integration, the reduction
of inequialities or the consolidation of the welfare state, among others. The FIS aims to create
additional impact by using financial instruments tailored to the specific needs of the social
economy and by attracting private resources for impact investment.

In line with the PERTE for Social Economy and Care, the FIS has a total budget of €400 million
(437 million) and it is also funded by the Next Generation European Union. Its mission is to:
+ Tackle under-addressed social and environmental challenges.

« Promote social and environmental impact investing.

« Attract additional private actors and resources.

« Design new financial instruments adapted to the reality of the social economy.

Figure 7.
A graphic representation of the Spanish Social Impact Fund
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The FIS was designed in 2023 and launched in 2024. It aims to bridge the gap between the
demand for and supply of impact financing. It focuses on addressing key national challenges,
including affordable housing, social inclusion, health and well-being, quality education and
climate change, through targeted adaptation, mitigation and resilience efforts.
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Figure 8.
The need for the Social Impact Fund and its main objectives
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5.3.6.3 The unemployment benefit capitalization policy

Spain introduced a policy in 1985 to promote entrepreneurship and cooperative development
by supporting capitalization. Under this scheme, unemployed individuals entitled to benefits
can choose to receive their total benefits as a lump sum instead of monthly payments. This
option becomes available when they decide to take one of three options: joining an existing
worker cooperative as a working member, creating a new worker cooperative with others, or
starting their own business.

The policy effectively transforms what would have been months of passive income support
into seed capital for productive entrepreneurial ventures. Key features of the Spanish system are:

« Beneficiaries can receive up to 100 per cent of their pending unemployment benefits in a
single payment.

« The funds must be used to make the mandatory capital contribution to the cooperative or
labour company.

«  The amount can also cover incorporation and start-up fees.

+ Beneficiaries must prove their membership or incorporation into the cooperative within
one month.

« The cooperative activity must start within one month after receiving the payment.
« They must maintain the activity for at least three years.
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The policy has been particularly successful in Spain, contributing significantly to the development
of worker cooperatives and serving as a model for similar programmes in other countries. It
effectively transforms a passive labour market policy (unemployment benefits) into an active
one that promotes entrepreneurship and job creation in the social economy sector.

5.4 ASIA
5.4.1 Republic of Korea

Korea is recognized for its dynamic SSE ecosystem, with a strong interest in learning from global
experiences and innovating in this field. The government has supported the growth of the SSE
through legislation, public agencies and policies. Despite significant expansion, SSEOEs still
represent only 3 per cent of businesses, contributing 4.43 per cent to gross domestic product
when large financial cooperatives are included, or just 0.55 per cent when they are excluded.
This highlights the potential for further growth in scale and impact in the context of strong
policy backing.
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Government support has been instrumental in developing the SSE financing landscape. At the
national level key legal frameworks, including the 2007 Social Enterprise Promotion Act and
2012 Framework Act on Cooperatives, have established the foundations for SSE development.
The Korea Social Enterprise Promotion Agency serves as a crucial institution, providing both
financial and non-financial support, while various policy funds and guarantee schemes have
been implemented through public financial institutions.

Local governments have also played a significant role, with the Seoul Metropolitan Government’s
Social Investment Fund standing out as a pioneering example. Local initiatives include direct
funding, guarantees and support for SSE organizations; development of region-specific financial
mechanisms; and the creation of specialized support systems tailored to local needs.

The public-private partnership approach has been particularly effective in expanding
financing options for SSE organizations. As a result of collaboration between government
agencies and private sector actors, wholesale funding mechanisms have been established to
channel resources to retail social finance intermediaries. These partnerships have also led to
the development of innovative guaranteed schemes. Specialized financial mechanisms have
evolved to meet diverse needs, including:

« Traditional instruments, such as grants, loans and equity investments.
+ Innovative financing models such as crowdfunding platforms.
+ Targeted funds for different stages of SSEOE development.

A robust support infrastructure underpins these financing mechanisms, with intermediary
support organizations, evaluation systems and networks facilitating access to finance. The
Korean approach demonstrates a comprehensive policy framework that continues to evolve
through various innovations and institutional arrangements.

5.4.1.1 The Social Finance Promotion Programme

The Korean government launched the Social Finance Promotion Programme as part of its broader
initiative to promote the social economy between 2018 and 2022, significantly increasing the
availability of funds for SSEOEs. The programme was aligned with the policy theme of “social
value-oriented state administration” during this period and was implemented effectively.

The main objectives of the programme were to increase access to finance by incorporating the
SSE into the financing policies for SMEs. This involved allocating public funds to SSEs, providing
government guarantees for commercial bank loans to SSEs, and promoting the formation of
impact funds through matching investments. The programme also established a social finance
council, led by the Financial Services Commission, to oversee these efforts. SSE organizations
were granted the status of SMEs under the Small and Medium Business Act, which further
facilitated their access to financial resources.

Additionally, the programme aimed to foster the creation of an ecosystem that supports the
financing of SSEQEs. This involved its support for the creation of a wholesale fund for SSEs
to assist social finance intermediaries. The initiative encouraged the participation of financial
cooperatives in supporting the social economy.
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6. Best practices of multilateral
and development banks

The United Nations Resolution on SSE requests global and regional development banks to
provide financial support to SSEOEs. This section reviews the activities of these public financial
institutions.

6.1 GLOBAL INSTITUTIONS

6.1.1 The Civil Society and Social Innovation Alliance initiative
of the World Bank

The World Bank is a multilateral development institution established in 1944 to provide loans,
grants and technical assistance to the governments of developing countries. There are five
institutions within the World Bank Group, but the International Bank for Reconstruction and
Development and the International Development Association form the core “World Bank.”

When it comes to private sector financing, particularly for SMEs, the World Bank Group
primarily operates through its private sector arm, the International Finance Corporation,
specifically on private sector development in emerging markets. It provides direct funding
and advisory services to private companies, while also working with local financial institutions
to expand their capacity to lend to SMEs. The World Bank also indirectly supports access to
finance for SMEs through policy reform programmes that strengthen financial infrastructure
(e.g. credit reporting systems and secured lending frameworks) and by providing lines of credit
specifically earmarked for SME lending to local banks.

The World Bank has supported social enterprises in various countries through specific projects,
and at one point maintained a Social Enterprise Innovations team. However, it has not
developed a comprehensive programme or strategy specifically focused on social enterprises.
The CIVIC initiative represents the World Bank’s most recent and structured approach to
supporting social economy actors. CIVIC was launched in 2024 to support CSOs and SSE actors
to address development challenges. Operating as a multi-donor umbrella trust fund, CIVIC
provides grants and aims to partner with venture philanthropy and social impact financiers to
broaden its financial reach.

6.1.2 European Investment Bank

The EIB is the financing institution of the European Union. It provides long-term financing for
projects that support European Union policy objectives, including innovation, climate action



and regional development. A significant focus of the EIB is SMEs, which it supports through
direct loans and partnerships with financial intermediaries. By enhancing access to finance,
the EIB helps SMEs grow, create jobs and innovate.

The EIF is part of the EIB Group. It is focused on supporting SMEs through venture capital,
guarantees and microfinance. The EIB and EIF work together closely, with the EIB providing
funding and the EIF implementing targeted financial instruments to enhance access to finance
for SMEs.

An interesting feature is that the EIF operates in what is labelled “inclusive economy’; a concept
closely related to the SSE but beyond the borders of the European Union — in European Union
candidate and potential candidate countries, European Free Trade Association countries (Iceland,
Liechtenstein, Norway and Switzerland) and European Union neighbourhood countries.

As part of its inclusive finance policy, the EIF aims to ensure access to finance, financial services
and equal opportunity to start or maintain businesses, regardless of personal characteristics
and background. This results in positive economic impacts (more entrepreneurship and more
employment of vulnerable individuals) and social impacts, including improved labour markets
and less social exclusion.

Figure 9.
A representation of the EIF’s financial instruments for inclusive finance
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6.2 REGIONAL INSTITUTIONS

6.2.1 Asian Development Bank

The ADB is a regional MDB. Established in 1966, the bank provides loans, technical assistance,
grants and equity investments to promote social and economic development in Asia and
the Pacific. The ADB operates with both government and private sector windows to support
development in its member countries.

The ADB'’s private sector operations offer direct and indirect support. Direct support consists
of direct loans, equity investments, and guarantees to private companies. The focus is on
infrastructure, financial institutions and other development-priority sectors, and financing
is available in both local and foreign currency. Indirect support involves the ADB working
through financial intermediaries (local banks) to reach SMEs, providing credit lines and risk-
sharing facilities to expand SME lending, supporting supply chain financing programmes and
helping to develop local capital markets.

The ADB launched a Just Transition Support Platform in 2022, “as part of ADB’s commitment
to ensuring that the benefits of the shift to low-carbon, resilient economies are shared equally
and no individual, community, or region is left behind"*'. As part of this platform ADB is
developing a Just Transition Financing Facility and engaging with donors, such as MDBs, as
well as with key stakeholders including civil society organizations, trade unions, women’s and
youth groups, etc.

6.2.2 African Development Bank

The AfDB is a MDB that provides loans, equity investments, and technical assistance to promote
sustainable economic development and social progress in Africa. It was established in 1964
and today operates through three main entities: the AfDB, the African Development Fund and
the Nigeria Trust Fund.

The AfDB's private sector operations work through several key channels to offer direct support
and indirect support. Direct support consists of the bank providing direct loans, guarantees
and equity investments to private companies, with a focus on infrastructure, financial
institutions, industries, and agribusiness. The bank offers both local and foreign currency
finance and emphasizes transformative projects with high development impact. Its indirect
support consists of working through financial intermediaries to reach SMEs, providing credit
lines to local banks, offering risk-sharing facilities and partial credit guarantees and supporting
trade finance programmes.

6.2.3 Inter-American Development Bank

The IDBis a MDB that provides loans, grants and technical assistance to promote economic and
social development in Latin America and the Caribbean. Established in 1959, the IDB Group
consists of the IDB (working with governments), IDB Invest (focused on the private sector)
and the IDB Lab (innovation laboratory). IDB Invest (formerly known as the Inter-American
Investment Corporation), provides both direct and indirect support. Direct support consists of
loans, guarantees and equity investments to private companies, with a focus on infrastructure,
renewable energy, financial institutions and agribusiness. Indirect support is offered through
partnerships with financial intermediaries that have the expertise to reach SMEs.

21 https//www.adb.org/news/adb-launches-just-transition-support-platform
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6.2.4 European Bank for Reconstruction and Development

The European Bank for Reconstruction and Development (EBRD) is a MDB established in 1991
after the fall of communism to support market economies in Eastern Europe. Unlike other
MDBs, the EBRD’s primary focus is on private sector development, with a requirement that at
least 60 per cent of its financing be committed to private sector projects.

The EBRD’s private sector operations offer direct support in the form of loans, equity
investments, and guarantees to private companies. It focuses on both large corporations and
SMEs and specializes in sectors like manufacturing, services, infrastructure and energy. Through
direct assistance it emphasizes green economy transition and sustainable development and
typically finances up to 35 per cent of project costs for greenfield projects.

6.3 OTHER REGIONAL INSTITUTIONS

6.3.1 Council of Europe Development Bank

The Council of Europe Development Bank (CEB) is a MDB with a distinct social mandate. It
was established in 1956 and today focuses on social projects across its Member States. Unlike
other MDBs, the CEB places special emphasis on social cohesion and supporting vulnerable
populations in Europe. While the CEB’s operations in the private sector are more limited and
specific compared to other MDBs, its approach includes several key areas of focus.

The CEB primarily supports micro, small and medium enterprises through financial
intermediaries. It also concentrates on creating and preserving jobs, funding social housing
and municipal infrastructure projects, and supporting initiatives that promote environmental
sustainability.

6.3.2 Islamic Development Bank

The Islamic Development Bank (IsDB) is a MDB that provides financing and development
assistance to promote economic development and social progress in its member countries,
which are primarily Muslim-majority nations. The IsDB Group was established in 1975 and
consists of several entities, with the International Islamic Trade Finance Corporation and the
Islamic Corporation for the Development of the Private Sector playing key roles in private
sector operations.

6.3.3 Corporacién Andina de Fomento (Development Bank of
Latin America)

CAF, formerly known as Corporacion Andina de Fomento and now the Development Bank of
Latin America, is aregional MDB. It was established in 1970 and is today owned by 20 countries
(19 from Latin America and the Caribbean, plus Spain) and 13 private banks. Unlike many
other multilateral banks, CAF has a strong presence in middle-income countries and maintains
a robust credit rating, enabling it to be a major source of multilateral financing for the region.

6.3.4 Central American Bank for Economic Integration

The Central American Bank for Economic Integration (CABEI), established in 1960, isa MDB focused
on promoting economic integration and fostering balanced economic and social development
in the Central American region. Originally created by five Central American countries, CABEI has
expanded its membership to include both regional and non-regional members.
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6.3.5 New Development Bank

The New Development Bank (NDB), established in 2014 by the BRICS countries (Brazil,
Russia, India, China and South Africa), is a MDB that began its operations in 2016. Created
as an alternative to traditional MDBs, the NDB focuses on infrastructure and sustainable
development projects in emerging economies.

Overall, these public banks have a limited offering, if any, of financial instruments dedicated
to SSEOEs. As a result, the next step of the TWFSSE is to engage with these institutions and
encourage them to promote enhanced and expanded offerings.
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/. The social and solidarity
economy and development
policies

In development policies, particularly in development cooperation, the SSE is increasingly
recognized as a key player in fostering sustainable and inclusive economic growth. The
continued reduction in development aid risks triggering unprecedented consequences, not
only for local SSE actors and the millions they support, but also for the 2030 Agenda 2030 for
Sustainable Development and the Pact for the Future.

The United Nations Resolution on SSE mandates international cooperation, urging multilateral
and regional financial institutions to support SSE entities by providing financial access
mechanisms. This resolution also acknowledges the SSE’s importance in achieving the SDGs.
Several countries, including Canada, France, the United States, Italy, Korea and Spain, have
actively engaged in promoting the SSE within the framework of development policies.

However, there is still room for improvement. As highlighted in the UNTFSSE element paper
for the 4th International Conference on Financing for Development (FfD), “public and private
actors need to strengthen financing for the SSE to address international development
challenges!” Several core recommendations for the 2025 FfD Conference emphasize this
need. These recommendations include making SSE a key topic, recapitalizing MDBs to better
support the SSE, increasing international donor support through various financial instruments,
strengthening cooperation with local SSE financing mechanisms, implementing fiscal
incentives for social impact investment, and creating funds that leverage traditional financing
methods.

The SSE is present across all economic sectors and focuses on collective or general interest. It
is based on voluntary cooperation and democratic governance, with a primary focus on social
purpose over capital. Despite its importance, the SSE faces several challenges. These include
a $4 trillion annual shortfall in SDG financing, the concentration of impact finance growth in
mature markets, the difficulty SMEs and micro-enterprises face in accessing funding, and the
risk of reduced access to credit in education and social services.

Supporting the SSE offers several key benefits. It helps localize the SDGs, maintains access to
basic financial services, strengthens social and economic inclusion, supports just transitions
in critical areas, and facilitates sustainable development at various territorial levels. There is a
pressing need for financing mechanisms tailored to the unique characteristics of SSE, ensuring
it continues to play a pivotal role in sustainable development.






8. Conclusions and
recommendations

The SSE has gained unprecedented public, social, economic and institutional recognition over
the past decade. The two United Nations resolutions on“The promotion of social and solidarity
economy for sustainable development” (A/RES/79/213 and A/RES/77/281 in 2024 and 2023
respectively) have been actively promoted by the UNTFSSE and are a cornerstone of this
global recognition. Other milestones that signal the emergence of a global momentum for the
promotion of the SSE are: the proclamation by the United Nations of 2025 as the International
Year of Cooperatives; the fact that some 30 countries have adopted framework laws on the
SSE at national or subnational level; the ILO resolution concerning decent work and the SSE
(ILO, 2022); the African Union ten-year Strategy on SSE; and the SEAP of the European Union.

This momentum creates an opportunity for the SSE ecosystem to scale up, strengthen social
and environmental impact, improve lives, empower people across the world to further
participate in the economic sphere, and effectively contribute to the achievement of the
SDGs. As emphasized in the United Nations resolutions, the ten-year strategy of the African
Union and the SEAP of the European Union, the SSE contributes to the achievement of 17
SDGs. However, unlocking its full potential to drive sustainability at the global level, requires
assistance, financing and funding for SSEs.

This report provides an in-depth analysis of some of the best public policies to promote access
to finance for SSEOEs. It presents case studies from the Americas, Africa, Europe and Asia that
range from framework laws and institutional recognition of the SSE to FISs, tax incentives for
investors, mutualistic instruments such as the Italian cooperative funds, and instruments that
incentivize citizens to invest in SSE projects.

The report analyses the SSE's own financing instruments, ranging from cooperative and ethical
banks and financiers to MFls, impact investors, mutual and cooperative insurers, or collective
instruments such as mutualistic funds.

To strengthen the SSE, in keeping with the United Nations resolutions, more countries should
promote and develop SSE framework conditions (including legal and institutional frameworks).
This would enable the SSE to finance itself, i.e., to ensure a form of independence in which the
most established players finance social enterprises and fledgling organizations and encourage
a more harmonized definition of the SSE, aligned with the United Nations resolutions and
improved knowledge of the socioeconomic and environmental impacts of the SSE.

Countries should also be encouraged to exchange good practices and implement peer-
learning methodologies, to ensure that alternative legal and economic models built on SSE
principles are effective. The UNTFSSE will collaborate with interested countries to set up
appropriate mechanisms forimplementing such activities, e.g., a centre of excellence could be
established in a country to facilitate peer-to-peer learning.


https://digitallibrary.un.org/record/4070641?ln=en&v=pdf
https://documents.un.org/doc/undoc/gen/n23/118/68/pdf/n2311868.pdf
https://2025.coop/
https://2025.coop/

Special efforts should be devoted to promoting the development of the SSE in the least
developed countries, as a tool for development and economic empowerment, but also as a
driver of sustainable development anchored at the local level and developed with territorial
partners and civil society.

The report also highlights several examples of IFls, including some of the most relevant
MDBs (with a global or regional scope). IFIs still need to make significant progress to fulfil
the mandate of the United Nations resolutions on improving access to financing for the SSE.
With the support of the UNTFSSE technical working group, its members and observers, other
international organizations and national and subnational governments, IFIs are urged to further
collaborate to design and implement specific policy frameworks and funding programmes in
favour of SSEOEs.

Follow up work will thus include engaging with IFls, sharing insights on how to enhance
their offering, either through tailored financial products, or through capacity-building. This
effort should also reflect a commitment towards meeting the responsibilities aligned with
the recognition of the SSE as a key player in the inclusive and sustainable development of all
territories and communities across the planet. Equal partnerships between SSEOEs, IFls and
countries need to be pursued to better understand and mutually respect the characteristics,
aspirations and mandate of each. Such partnerships could be pivotal to jointly achieving fair
and sustainable development for the planet and its inhabitants.

In summary, the actions needed include:

+ The development of SSE-friendly financial and investment regulations, fully respecting the
characteristics of mutual and cooperative legal status.

« The adaptation of supervisory frameworks.

« The creation of a standardized metric for social impact measurement encompassing the
SSE criteria from the ILO definition.

« The adaptation of accounting standards.

« Improvement of the reporting framework (including environmental and social
accountability).

+ Further development of market infrastructure and structural support for SSEOEs.
+ Increase support for innovation on the part of SSEOEs.

+ Meeting with several MDBs to raise awareness of the need to establish a means of financing
the SSE.

+ Increased international support for the SSE in the framework of development and
cooperation policies and financing, also in view of the 4th International Conference on
Financing for Development.

As has been detailed in this report, SSEOEs face many challenges in finding financial solutions
that adequately serve their needs. Despite these challenges, thousands of SSEOEs are created
and thrive, fulfilling their mission and creating millions of jobs. Most financial solutions are
characterized by a multiformat, blended nature, dialogue between the financial structures of
the SSE and various degrees of State action. They interact together in a political and economic
context with shared objectives of growth, sustainable development and access to services.
Eventually, this context will expand to include the private sector that will come to recognize the
exceptional potential and resilience of the SSE. The private sector’s support of the SSE will be a
welcome development, but only if it does not cost the SSE its mission, distinct characteristics
and values.
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More interaction and cooperation among SSEOEs is also required at the global level, e.g., at
international conferences such as the Mont Blanc Meetings which took place in Geneva in
2025 (with another meeting planned for 2026). The 2025 Mont Blanc Meeting made specific
recommendations on the financing of the SSE. The Global Social Economy Forum, to be held
in Bordeaux, France, also in 2025, and the activities to be celebrated under the International
Year of Cooperatives, all promote networking and concrete alliances among SSEOEs. Financial
institutions and instruments specific to the SSE, such as cooperative and ethical banks, mutual
and cooperative insurers and impact investors, should also be strengthened because they
play a key role as intermediaries of IFls and MDBs. They also have specialized knowledge and
understanding of the SSE, its characteristics and needs.

In 2025, the UNTFSSE TWGFAS should prioritize dialogue with relevant stakeholders and
institutional funders, including IFIs and MDBs such as the World Bank Group.
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