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(A) Context

This impact assessment focuses on steps for improving the contribution of private
investment funds to the funding of social businesses in the EU. The underlying policy
aim is to create a European framework to promote social investment funds in Europe. In
terms of the wider context the Treaty of Lisbon refers to "a highly competitive social
market economy, aiming at full employment and social progress". The EU2020 strategy
and the Single Market Act seek to this end to identify and take concrete steps towards
sustainable, inclusive growth. The Communication on a European Platform against
poverty and social exclusion identified in addition the necessity of "mobiliz[ing] the
potential inherent [in] the social economy". The financial crisis has underlined the vital
importance of steps to support growth in all its forms. Sustainable and inclusive growth
has a particular and vital role to play. The social business initiative is therefore a key step
in this agenda, as set out in the Single Market Act.

(B) Overall assessment

While the report has been significantly improved along the lines of the
recommendations issued by the Board in its first opinion, a number of aspects
should be further strengthened. First, the linkages with other related measures
should be further developed in the text by showing how exactly these initiatives link
together to form a coherent overall strategy. The definition of "social investment
fund' as intended to be used in a legislative proposal should be clarified. Second,
the report should further strengthen the case for EU action on a 'staged' basis in
particular by better demonstrating how this approach will address the current
problems in the market. Third, the report should include a deeper assessment of the
impacts of a staged approach in terms of costs for the sector. Finally, the report
should give a clearer indication of the timing for implementation and future
evaluations.
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(C) Main recommendations for improvements

(1) Clarify the context and further strengthen the analysis of the problems. While
the report now provides a better description of the wider context for this initiative, the
linkages with related initiatives such as the Social Business Initiative, the programme for
social change and innovation and the EU Passport for Venture Capital should be further
developed in the text by showing how exactly these initiatives link together to form a
coherent overall strategy. Although the report now provides a clearer definition of the
concept of a social investment fund, it should be noted that this is the definition that
would be used for the purpose of any legislative proposal and thus needs to be further
specified. The reasons why the venture capital initiative will not address the problems
should be better highlighted in this section.

(2) Strengthen intervention logic and better explain the options. While the report now
better explains the value-added of EU action it should further address the risks of pre-
emptive action in a relatively nascent market e.g. the risk of distorting competition by
setting a particular standard in the market. Given that the report now clearly signals a
'staged' approach to new measures, further clarity should be provided on the precise
content of the measures that are envisaged now and those that may be necessary at a later
stage. Also, the options in relation to various investors to be addressed should be further
explained. The report should more explicitly address how such a staged approach
involving a relatively general standard will address the problems identified.

(3) Improve the assessment of impacts. The report now includes a deeper discussion of
the impacts of the measures proposed in terms of effectiveness and efficiency. However,
in light of the staged approach outlined above, the report should specifically address
whether unnecessary costs/burdens may arise as a consequence of introducing one set of
measures now which may then be followed by a more detailed set of measures at a later
stage. The report should also more explicitly assess the inter-dependence of the measures
in terms of their likely effectiveness e.g. the effectiveness of introducing a labelling
requirement without a corresponding definitive measure on measuring social returns.

Finally the report should provide more information on the impacts on individual Member
States.

(4) Better explain monitoring and compliance issues. The report should further clarify
the progress indicators to be used and should indicate more precisely the timing for
implementation and evaluations.

(D) Procedure and presentation.

While retaining the improvements made following the Board's first opinion, the report
should be reduced in length (perhaps by moving some of the detail to annexes).

(E) IAB scrutiny process
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