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Agenda

* Introduction to the topic of social impact investing supporting migrants
& Preliminary results and hypotheses (10 minutes)

* Good practice examples (15 minutes)
« Case #1: Duo for a Job, Belgium

® |nteractive discussion (75 minutes)

®* Conclusion (5 minutes)
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Social impact investments

Is social impact investment needed?

Public authorities are facing:
* financial constraints

® increasing social problems
* multiple crisis effects

Social

is needed!

Entities operating in the social economy

have

* financial problems too (undercapitalisation,
dependence on public support...)

* lack of investment-readiness
* lack of capacity to measure their impact
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innovation in
the social ‘space’

g

FINANCING

Ensure financing is going where it is needed
most and that no one is left behind

== Focus on engaging local investors to build
sustainable financing markets

Transition from concessional finance to
commercial sustainability

POLICY INNOVATION

Require the ex post assessment Catalyse innovation and
outcomes of policy initiatives experimentation in addressing social,
environmental and economic
Ensure that impact represents a I M PACT challenges
substantive commitment within the

public and private sector Develop an ecosystem of actors that
promotes innovation

A

Leverage development ) .
co-operation as a vector for Recognise the role of the public sector

policy transfer in scaling pilots that are working

DATA '

Facilitate transparent, standardised and
interoperable data sharing

Ensure funding of data infrastructure

Develop a framework and coordinate
approaches for assessing impact

OECD (2019), Social Impact Investment 2019 — The impact
imperative for sustainable development
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European Commission COM (2011) 682 final, Social Business Initiative — Creating a favourable - - -
climate for social enterprises, key stakeholders in the social economy and innovation.
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Social impact investments \J/

Demand side

Number and size of SEs vary considerably across the EU

Estimated NLS'?Sb:;Of Estimated
* There are 2.8 million entities operating in Country . nun;I:er of " lion numlber of
the social economy in the EU, of which nearly S inhabitants | SMP'oyees

400 000 are social enterprises (SEs) Italy 2017 102,461 1694 894,800

e Migrants and refugees/asylum seekers are 2015- 2017 96,603 1,414 1,187,249
the target groups of 19.3% and 19.2% of SEs

g Poland 2016- 2019 29,535 768 428,700
respectively

Germany 2017 77,459 936 N.A.

e The majority of social enterprises measures

. . . . Romania 2015- 2017 6,317 323 17,117
their social/environmental impact

Lithuania 2016- 2017 3,476 1,237 N.A.
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Social impact investments

Demand side: key challenges

e lack of options to finance the organisation once
started

— ¢ too complex public financing
@of financial support e lack of public support schemes,

¢ Lack of non-financial
support/accessing markets

e Lack of visibility and
unbalanced legal
frameworks

¢ lack of supportive fiscal framework
e lack of long-term capital

1

« The majority of SEs’ financial needs are
up to 250,000 (65.7%) with the most
common range up to EUR 50 000
(34.7%).

« The most commonly sought financing

is public financing (44.2%), followed —
closely by self-financing in the form of

cash flow (41.1%) and own savings

(39.4%).

« Overall, social enterprises submitted
requests for 69.8% of their financial
needs, but out of these less than two
thirds managed to obtain the full
requested finance

In relation to impact
investment requests
(demanded by 5.5% of
SEs), 39.4%, obtained
the full amount
requested, an additional
26.9% received part of it,

and 9.6% % saw their
application rejected. In
comparison, for bank loan
requests (14.5%), these
values are 54.5%, 21.7%
and 10.8% respectively
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Social impact investments
Supply side

* EVPA (2022) estimates the European direct impact
investment market (i.e. investing in sustainability/ESG) as
EUR 80 billion in 2021

¢ Individual investors (26%) are the main source of capital
together with financial institutions (28%) and institutional
investors (23%).

e Private debt (62.5%) and private equity (20.5%), are
found to be the predominant assets adopted by impact
investors, followed by real assets (11%) and SOC (0.5%) .

e Investors for impact were estimated to have supported
social purpose organisations with EUR 6.2 billion in
2019 (EVPA 2020)

¢ Migrants, asylum seekers and/or refugees targeted by
28% of investors (2019)

European
Commission
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Source: EVPA (2020), The 2020 investing for impact survey — Venturing societal solutions, p.9.

8 European

Investment Bank



7\

Social impact investments \J/

Key barriers

CONTEXT-RELATED

DEMAND SIDE SUPPLY SIDE
* Regulatory barriers concerning the : :
» The small size of SEs legal status and definition of SEs Scl;l]lg]rzécgansactlon e @il
 The low investment readiness « Lack of a unified and precise definition . Lack of financial and capacit
 The governance model of of SlI, insufficient awareness of it, and I and capacity
. : : ) building intermediaries
investees presence of information asymmetries : :
T : : « Funding mechanisms not

* Long term vs short term « Lack of initiatives playing an active : e

; ) tailored to the specific needs of
targets role in steering the SII market
 High dependency on public » Underdeveloped impact measurement ?isoor understanding of SEs and
support practices in the majority of EU Member their needs g

States

The funding gap for SEs in the EU is in the range of EUR Around EUR
514 million to EUR 1 388 billion per year: 6.7 billion

Political volatility and

long-term target (5
years) make these
barriers higher for SEs
working with
migrants!

for the

period 2021-
e up to EUR 605 million for equity resources 2027

e up to EUR 783 million for debt resources

European Commission (2020), Social egterprise finance market - Analysis and European
recommendations for delivery options Investment gank




Social impact investments \J/

The social impact investment framework

Migrant’s needs (poverty, inequality, education, employment, training, integration,...)

s - ™
Investment s ™ Investment DEMAND Businesses run by
Investment fund(s) | SIQE |  entrepreneurs with migrant
- Social background
Net return Gross return 2 " J
. J enterprises
and other ~ ™
SUPPLY SIDE Financial services fFees entities Support for B isinastce
AMIF and operating in development
other ESI the social \ J
Funds economy
resources (non-profit fi B
NS INTERMEDIARIES associations, PR Inclusion in the labour market
Public « Bank financial intermediaries: commercial banks, credit Fees mutual for... i i
resources unions/cooperative banks, savings banks,.. societies,
+ « Non-bank financial intermediaries: specialised associations, 7 ~
Private microfinance intermediaries, government bodies or i : foundations
S - agencies, community development financial institutions, as':f::::e ial im ct'- Cultural inclusion
Sl NGOs or foundations, social equity fund providers,... finandal s R &
(investors) « Other: impact investing advisory consultants, networks, and d.rlven X
rating and certifications organisations, accelerators,... capacity businesses, -~ -
::':;i:i profit with-
purpose Welcoming of migrants
/ organisations, \ 4

)

Enabling environment (social systems, regulatory and legal environment, laws on social economy, financial market development,...)
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Social impact investments

The social impact investment framework

Social: the primary objective and starting point is to tackle social
needs such as ageing, health care, child care, affordable housing,
assistance for disadvantaged people, migrants, unemployed people
and people with disabilities.

Traditional financial
instruments (equity,

=\

Impact. the intention is to produce social change and improvement
in final recipient life conditions. The impact has to be measurable
and monitored during the entire lifetime of the investment.

/' debt products,...)

Innovative financial
\ instruments
(social outcome
contracting-SOCQ)

L

Investment: by addressing social goals, the investment is expected
to return the money invested or lent and, if relevant, to generate a
financial return.

/[ \

Social Impact Bond
Payment-by- (SIB) and

Source: adapted from fi-compass (2016), Financial instruments working with social entrepreneurship

11

results schemes Development
Impact Bond (DIB)
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DUO FOR A JOB - Belgium \J/

DUO for a JOB
association organises
mentoring by contacting
young immigrant job
seekers with experienced
retired (pre)seniors,
ideally from the same
area of research, so that
seniors support and
frame young job seekers
in their job search.

* Type of SlI: SIB
* Period: 3 years up to 2017
* Three parties involved:
- Duo For A Job (service provider)
- Actiris (the Brussels Employment Office) as the outcome funder
- Investors
Results:
- EUR 347 000
- 322 young unemployed immigrants benefiting from DUO’s 6-month
mentorship programme.
- 42% of the mentees found a job within 12 months, doing 1.28x better
than the control group
- 10x annual budget increase of DUO since the start of the bond
- Higher visibility among investors
- 4% IRR

Source: https://koisinvest.com/project/duo-for-a-job-the-first-sib-in-continental-europe/
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Conclusion
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Thank you!

m.alessandrini@t33.it

¥ #ficompass




Request for support




Request for additional support \J/

Based on our discussion, if possible, we would kindly like to ask you to provide us with additional inputs
which can be used for the preparation of a market assessment report, specifically:

Stakeholders and contact persons

A
Studies, reports, documents, data, action plans
\J
"E{é\ Priorities for the programming period, strategies, project pipelines
Q Other additional information which might be relevant for the needs of the study, e.g. best practice

Thank you in advance!

European
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Contacts

Zuzana Nehajova
Project Manager

Mobile +421908723395
Email Zuzana.nehajova@cz.ey.com

Michele Alessandrini
Social impact INVESTING sector

| Mobile +39 3384725311
Email m.alessandrini@t33.it

European
Commission
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Ewa Bankowska
Microfinance sector

Mobile +48 512 488 669
Email ewa@mfc.org.pl

Charlotte d’Elloy
Housing sector

Mobile +43 664 1067821
Email charlotte.delloy@technopolis-group.com
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Thank you!

www.fi-compass.eu

Follow us:@ o o

fi-compass is provided by the European Commission in partnership with the European Investment Bank
Copyright © European Investment Bank 2023
Compicton events@fi-compass.eu | www.fi-compass.eu
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