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Preambel

In view of deep-reaching social, ecological, techno-
logical and geopolitical change, we need people to
help shape our future, to provide new and diverse
paths towards the necessary transitions. Social
innovations and social enterprises make an indis-
pensable contribution towards this. They enable us
to cope with increasingly complex challenges, to
safeguard prosperity effectively and sustainably in
line with the UN’s 2030 Sustainable Development
Agenda, and to build a just and resilient society in
which nature and the environment, commerce and
the needs of the inhabitants coincide.

The Federal Government therefore devotes special
attention to social enterprises and social innova-
tions in order to make the state, our economy and
society more sustainable, effective and efficient. A
reduction in disadvantages and unjustified unequal
treatment, an improved policy framework and tar-
geted support can enable us to generate socio-eco-
logical added value whilst reducing subsequent
societal costs.

For example, social innovations and social enter-
prises work with fair and sustainable supply chains,
they find new ways to manufacture products in a
climate-neutral way, they create jobs and training
places for marginalised groups, and they strengthen
these groups’ participation in society. They address
societal needs, and can also generate economic
benefits for the public sector. At the same time,

social enterprises are an important economic force,
creating jobs and growth. By supporting these play-
ers and solutions, we make the actions of the state
relevant and effective.

Germany can look back on a long tradition of
innovation and entrepreneurship. Since the 19th
century, Germany has also been a centre of social
innovation and social enterprise, where the devel-
opment of our present-day health insurance sys-
tem, the sector of non-governmental welfare
organisations (called “Freie Wohlfahrtspflege” in
German) and of the cooperatives took place. These
movements, which emerged from civil society, laid
the foundations for today’s social market economy,
which focuses on the common good, social cohe-
sion and free competition as a driving force for
successful commercial activity.! Social innovations
and social enterprises also create a wide range of
possibilities for equal opportunities and participa-
tion today. At the same time, they foster female
entrepreneurship - because whilst fewer women
than men set up their own business, they tend to
want their business concepts to add sustainable -
e.g. social - value to society. More and more new
entrepreneurs are looking to make such an impact
and to introduce social innovations, and as a result
they are making an impressive contribution
towards the development of our socio-ecological
market economy and our economic competitive-
ness.

1 The constitutions of many of the Lander have anchored the common good as a purpose of economic activity, e.g. the constitutions of Bavaria (Article
151), North Rhine-Westphalia (Article 24) and Rhineland-Palatinate (Article 52).



This national strategy has been drawn up against
the background of other initiatives: in the interna-
tional and European context, these are in particular
the Social Economy Action Plan of the European
Commission?, the Luxembourg Declaration3, the
resolutions of the International Labour Organiza-
tion (ILO)* and the Organisation for Economic
Co-operation and Development (OECD)> as well as
the resolution of the United Nations®. We are also
seeing how several of Germany’s Lander are focus-
ing their policies more on social innovations and
social enterprises.”

In its efforts to foster social enterprises and social
innovations, the Federal Government regards itself
as a learning partner. We want to engage with all
the socially innovative stakeholders in academia,
commerce, the welfare sector and civil society to
create an appropriate policy environment and offer
incentives to facilitate, accelerate and disseminate
social innovations and social entrepreneurship.

PREAMBEL 3

[f such companies are to be jointly innovative and
successful, they need tailored funding programmes
and measures that target and network the people
shaping our future. That is the best way to foster
cooperation.

Working in the interest of a good life for the
people and of more progress in our country.

2 European Commission (2021): Building an economy that works for people: an action plan for the social economy.
Available online at https://ec.europa.eu/social/main.jsp?catld=1537&langld=en

3 Luxembourg Declaration (2015): A roadmap towards a more comprehensive ecosystem for social economy enterprises.
Available online at https://www.eesc.europa.eu/sites/default/files/resources/docs/erklarung-von-luxemburg-de.pdf

4 ILO (2022): Resolution concerning decent work and the social and solidarity economy.
Available online at https://www.ilo.org/wcmsp5/groups/public/---ed_norm/---relconf/documents/meetingdocument/wcms_850562.pdf

5  OECD (2022): OECD Recommendation on the Social and Solidarity Economy and Social Innovation.
Available online at https://www.oecd.org/cfe/leed/social-economy/social-economy-recommendation/

6  UN(2023): Promoting the Social and Solidarity Economy for Sustainable Development.
Available online at https://unsse.org/wp-content/uploads/2023/05/A_RES_77_281-EN.pdf

7  Cf.e.g. the strategy recently published by Hamburg (2023): Social Entrepreneurship Strategy.
Available online at https://www.hamburg.de/bwi/social-entrepreneurship-strategie/ or the strategy paper by Schleswig-Holstein (2022):

Social Entrepreneurship and Social Innovations. Available online at https://www.eesc.europa.eu/sites/default/files/resources/docs/eesc-2016-00324-00-

00-tcd-tra-en.pdf


https://ec.europa.eu/social/main.jsp?catId=1537&langId=en
https://www.eesc.europa.eu/sites/default/files/resources/docs/erklarung-von-luxemburg-de.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_norm/---relconf/documents/meetingdocument/wcms_850562.pdf
https://www.oecd.org/cfe/leed/social-economy/social-economy-recommendation/
https://unsse.org/wp-content/uploads/2023/05/A_RES_77_281-EN.pdf
https://www.hamburg.de/bwi/social-entrepreneurship-strategie/
https://www.eesc.europa.eu/sites/default/files/resources/docs/eesc-2016-00324-00-00-tcd-tra-en.pdf
https://www.eesc.europa.eu/sites/default/files/resources/docs/eesc-2016-00324-00-00-tcd-tra-en.pdf

Definitions

)
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Social innovations Social enterprises?®
Social enterprises within the mean-
primarily embrace new social ing of the National Strategy and
approaches and organisational in harmony with the definition of
models which contribute to viable the European Commission are
and sustainable solutions for the enterprises,
icnhnaélfarl%s;sf?ﬂggeisrrei(;%it){ﬁSOCIal o f0|: wh.ich the social or ecologicgl
numerous new economic, social and objective of the common good is
cultural developments, irrespective the reason for the commercial
of whether they are organised on a activity, often in the form of a
commercial or a non-profit basis. high level of social innovation,
They take a different - and poten-  where profits are mainly rein-
tially a better - approach to solving vested with a view to achieving
some social issues than previous this social objective,
approaches. They offer value in
themselves and can emerge on a * and where the method of organi-
technology-neutral basis or be fos- sation or ownership system
tered by advances in technology.® reflects their mission, using dem-
ocratic or participatory principles
or focusing on social justice.10

Under this strategy, this includes for example
new social care concepts, new ways to use
technical devices, new networks and new In terms of economic policy, the Strategy’s
mobility concepts. Social innovators (socially focus is on promoting social enterprises
innovative stakeholders) come for example which fall within the EU SME definition, on
from higher education institutions, businesses the founding, and on the growth of social
and civil society. In particular, the associations enterprises.l! These can be companies with
and institutions of the welfare sector often any type of organisational and legal struc-
drive social innovations. ture.

\_ RN

8 Federal Government ministerial concept on social innovations (2021). Available online at Ressortkonzept zu Sozialen Innovationen (bundesregierung.de)

9  Inthe original German version of this strategy, the term “Gemeinwohlorientierte Unternehmen” (literally “enterprises for the common good”) is used

10

11

rather than “Social enterprises”. The German term “Sozialunternehmen” may - depending on the context - refer to social enterprises providing social

services in a narrower sense (e.g. in the fields of health, youth, care for the elderly, people with special needs, etc.). Other activities for the common

good, e.g. regarding the environment, animal welfare or democracy, might not immediately come to mind. The closely related term “Sozialwirtschaft”

is well established in the German model of the welfare state. Many actors in the “Sozialwirtschaft” constitute also social enterprises in the sense of the

definition developed by the EU Commission.

Definition of social enterprises is based on the Social Business Initiative of the European Commission. European Commission (2011): Social Business
Initiative. Available online at https://eur-lex.europa.eu/legal-content/DE/TXT/PDF/?uri=CELEX:52011DC0682&from=HU

Small and medium-sized enterprises (SMEs) can face disadvantages compared with large companies, and are fundamentally deemed to merit special
support. Social enterprises tend to be small or medium-sized. Also, there is a lack of data about their impact-oriented and socially oriented business
models and the concomitant contribution to the UN Sustainable Development Goals.


https://www.bundesregierung.de/breg-de/suche/ressortkonzept-zu-sozialen-innovationen-1954492
https://eur-lex.europa.eu/legal-content/DE/TXT/PDF/?uri=CELEX:52011DC0682&from=HU

Common Strategy

Why a strategy both for social innovations and for social enterprises?

Social innovations are an independent phenomenon and also emerge separately
from social enterprises.

Nevertheless, in very many cases, these are the companies which generate social
innovations, since they have a transformative impact within existing structures
and can thus provide a breeding ground for social innovations. At the same time,
many social enterprises tend to be set up as the outcome of a social innovation,
or offer a framework for rolling it out on a permanent basis.

For this reason, there is a close relationship between the promotion of social
innovations and the promotion of social enterprises. Also, in the international
context people tend to use, think and discuss “social innovation” and “social
entrepreneurship” as being virtually synonymous.

ADVANCE CONSULTATION PROCESS
AR ——

The challenges and solutions for the fields of
action and measures have been defined in the
course of a wide-ranging consultation process.
Seven workshops were held at which stake-
holders from all sectors were asked about the
needs and potential of social enterprises and
social innovations. Some 210 comments were
received via an online consultation process and
were systematically evaluated. The comments

(in German) can be found here.
NS J



https://www.bmwk.de/stellungnahmen-gemeinwohlorientierte-unternehmen




1. Main principles

The Federal Government will address societal challenges
and shape progress with the support of social innovations
and social enterprises.

This work will be based on seven main principles guiding
the actions of the relevant federal ministries.




8 1. MAIN PRINCIPLES

/
Act sustainably

Sustainability as defined in the 17 UN
Sustainable Development Goals (SDGs)
forms the guiding principle for the Fed-
eral Government’s policies. The German
Sustainability Strategy provides the
framework for this. Social enterprises and
social innovations can make a crucial
contribution to attaining the SDGs and
equivalent living conditionsacross Ger-
many, and to meeting this generation’s
needs without jeopardising the possibili-
ties of future generations to meet their
own needs and choose the way they wish
to live their lives.

OUR PRINCIPLE

By promoting social enterprises and
social innovations, the Federal Govern-
ment makes an important contribution
towards attaining the SDGs and equiva-
lent living conditions across Germany.

o

/

Shape the transition

The climate and biodiversity crisis, geo-
political disputes, migratory movements,
demographic change and digitalisation
are all triggering transitional processes
which confront the whole of society with
the challenge not merely of accepting
change, but of proactively shaping it.
Social enterprises and social innovations
are a catalyst for this and stimulate social
change. They can shape the transition to
sustainable development by means of
new social and socially innovative prod-
ucts, services and business models. By
levelling out social inequalities, promot-
ing participation and more equal stand-
ards of living and a human-centred use of
digital technologies, they can also
increase the degree of public acceptance
of these transitional processes.

OUR PRINCIPLE

The Federal Government engages with
and strengthens the role of social inno-
vations and social entrepreneurship in
the stimulation and shaping of transi-
tional processes.

\_




Recognise the impact

Social innovations and social enterprises
aim to have an impact on society. Meas-
uring this impact is therefore an impor-
tant way to show that they meet a soci-
etal need (or meet it better). Defining
impact targets and indicators, not least
with a view to differing regional dimen-
sions, also helps to generate blueprints
for the development and practical imple-
mentation of social innovations.

OUR PRINCIPLE

The Federal Government wants to pro-
mote particularly effective solutions.
Measuring their impact is of central
importance for social enterprises and
social innovations, and will therefore
play a greater role in suitable funding
measures.

1. MAIN PRINCIPLES

Make use of diversity

Social innovations and social entrepre-
neurship are driven by people of all sexes,
from differing backgrounds, with different
perspectives and experience. They come
from civil society, public administration,
the business community, research and the
welfare sector. The evidence shows that
the input from women is particularly
great.12 In particular, marginalised groups
like people with a migrant experience and
people with disabilities can also benefit
from social innovations and social enter-
prises. Diversity and heterogeneity at indi-
vidual, community and regional level are a
major source for the development of
diverse solutions for the needs of society.

OUR PRINCIPLE

The Federal Government sees the diver-
sity of the shapers of our future and
their various structures as an opportu-
nity, and takes these into account in the
promotion of social innovations and
social enterprises.

12 German Startups Association (2022): Female Founders Monitor. Available online at https://startupverband.de/fileadmin/startupverband/

mediaarchiv/research/ffm/Female_Founders_Monitor_2022_English.pdf

9


https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/ffm/Female_Founders_Monitor_2022_English.pdf
https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/ffm/Female_Founders_Monitor_2022_English.pdf
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1. MAIN PRINCIPLES

/
Boost entrepreneurial spirit
and individual responsibility

In many cases, social innovations and
social enterprises emerge from an imme-
diate desire to improve a social, ecological
or economic situation for certain groups
or in certain regions. They are fostered by
individual responsibility and independ-
ence of state action, as well as a wealth of
ideas, entrepreneurial spirit and the cour-
age to go into self-employment.

OUR PRINCIPLE

In the development of social innovations
and social enterprises, the Federal Gov-
ernment supports commercial activities
and individuals who take responsibility.

o

/

Support participation and
collaboration

Participation and the active involvement
of the potential target group are an
essential characteristic of social innova-
tions and social enterprises. Collaboration
and cooperation in companies, with other
sectors and stakeholders, is an important
precondition for development and imple-
mentation.

OUR PRINCIPLE

The Federal Government fosters a par-
ticipatory and cooperation-based devel-
opment of innovations, and strengthens
the collaborative process of the social
economy and the infrastructure needed
for this.
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Think innovation holistically

Social and technological innovations must
be viewed together, since developments
often tend to depend on or influence one
another. Advances in technology can lead
to social innovations. Both aspects con-
tribute to progress. It is therefore neces-
sary to view all types of innovation for the
development of our society, to think them
together, and to avoid perceiving them as
rivals.13

OUR PRINCIPLE

The Federal Government has a system-
atic understanding of innovations and
views social innovations as equivalent.

N

J

1. MAIN PRINCIPLES

11

Note on the terminology used in this Strategy: where, in the rest of this document, social innovations are contrasted with technological innovations, this
is done in order to keep the wording simple, but always in the awareness that these are at heart social / technological innovations, and that the border-
lines between different types of innovation are fuzzy.
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2. Fields of action
and measures

The Federal Government has identified challenges in various areas,
and will address them with specific measures in the following eleven
fields of action.

All measures at federal level mentioned in the strategy or resulting
from it are the responsibility of the respective ministries and will be
financed on the basis of the applicable budget and financial plan-

ning principles.

13
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FIELD OF ACTION NO. 1 \Illl 111

Optimise the policy environment
and remove structural impediments

» THE CURRENT SITUATION

In some respects, social enterprises and social innovations lack the
right policy environment for them to be able to develop their poten-
tial for the socio-ecological transition.24 Given the current structures,
systematic impediments can restrict their development.

For example, many social enterprises in Germany find it very chal-
lenging to reconcile their non-profit orientation with a commercial
business model, since they tend not to fit in well with the current legal
requirements and assistance programmes. Similarly, social innova-
tions and their stakeholders are not always properly covered by pro-
grammes to foster research and innovation even though this would
make sense. Also, stiff bureaucratic requirements can impede innova-
tive activities.

14  Hightech Forum (2019): Social innovations — A discussion paper from the High-Tech Forum. Available online at Soziale Innovationen (hightech-forum.de).
Also here: (Social Enterprise Netherlands (2021): Social Enterprises as Influencers of the Broader Business Community. Available online at
Social_Enterprises_as_influencers.pdf (social-enterprise.nl)



https://www.hightech-forum.de/wp-content/uploads/high-tech_forum_discussion_paper_social_innovation.pdf
https://www.social-enterprise.nl/application/files/4116/0499/5322/Social_Enterprises_as_influencers.pdf
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SOLUTION

I<€<€

The Federal Government recognises the power of social innovations
and social enterprises to add value, irrespective of their legal form.
Social enterprises and social innovations are horizontal issues. Their
potential must therefore be viewed from a range of perspectives, and
feed into the Federal Government’s main strategies and programmes.

Whether it is the Startup Strategy, the Circular Economy Strategy,
the Future Strategy for Research and Innovation, the German Digital
Strategy, the Civic engagement strategy, or the Research Parti-
cipation Strategy: social innovations and social enterprises must be
given the attention they deserve so that their potential can be lever-
aged.

2
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FIELD OF ACTION NO. 1 \Illl

MEASURES

15

16

17

Social non-profit SMEs!5 which earn most
of their revenues on the market are
excluded from a number of funding pro-
grammes for SMEs. We are therefore
examining whether there are funding pro-
grammes for which these companies are
not allowed to apply without their being
sufficient reason for this.

The public funding programmes for
innovation and research of the relevant
ministries are being screened in terms of
their openness to social innovations and
social enterprises. Wherever appropriate,
barriers to participation in public funding
are reduced, e.g. via the setting of corre-
sponding incentives and consideration of
stakeholder-specific features.

The financial market also plays a decisive
role in the development of social innova-
tions and social enterprises. The Federal
Government is providing support, e.g. via
the Sustainable Finance Advisory Council
and the Sustainable Finance and Climate
Network, for the necessary transformation
of financial movements in order to
achieve the SDGs. The framework for this
is provided by the Federal Government’s

Sustainable Finance Strategy.l¢ This strat-
egy aims to strengthen a coherent policy
framework and sustainability in the finan-
cial sector.

Many social enterprises are non-profit, but
some of them find that their capacity for
innovation is partially constrained by the
legislation on non-profit entities. In
order to improve the efficiency of the
operations of non-profit stakeholders, we
will remove inappropriate barriers and, in
particular, bureaucratic barriers.

The Federal Government is examining
improvements in legislation on compa-
nies and cooperatives in order to foster
social entrepreneurship.

Cooperatives are of great importance for
the orientation of the economy to the
common good.17 A supportive legal frame-
work makes it easier for them to make
their contribution to the transition. We
want to bring the law on cooperatives
into line with the advances in digitalisa-
tion, and improve the conditions for
crowdfunding-based digital equity finance.

SMEs stands for small and medium-sized enterprises in line with the EU’s SME definition. European Commission (2003): Definition of micro, small and
medium-sized enterprises. Available online at http://eur-lex.europa.eu/legal-content/DE/TXT/PDF/?uri=CELEX:32003H0361&from=EN

Cf. the German Sustainable Finance Strategy (2021) https://www.bundesfinanzministerium.de/Content/DE/Downloads/Broschueren_Bestellservice/

deutsche-sustainable-finance-strategie.pdf?__blob=publicationFile&v=

ILO (2002): Promotion of Cooperatives Recommendation. Available online at

https://www.ilo.org/wcmsp5/groups/public/---ed_norm/---normes/documents/normativeinstrument/wcms_r193_de.htm




o Company take-overs by staff and joint

initiatives by employees and trade unions
to convert existing companies into coop-
eratives can be attractive instruments to
preserve jobs and hand on companies to
the next generation - and are of particular
interest for social enterprises. We want to
provide targeted incentives for this and
will reduce potential barriers.

Many social enterprises are particularly
involved in the field of transformative
socio-ecological building and community
housing. The Federal Government is intro-
ducing a new category of non-profit
housing with tax breaks and investment
allowances. Working from the principles
of economic efficiency, it is to supplement
the structure of the established housing

sector without placing it at a disadvantage.

2. FIELDS OF ACTION AND MEASURES 17

e Social innovations and social enterprises

need scope to trial their impact and their
business models. The Federal Government
will create a Regulatory Sandboxes Act
which opens up new scope to research and
trial innovations and sets overarching
standards for regulatory sandboxes. Here,
it will also permit access to regulatory
sandboxes for social innovations and

social enterprises.
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| FIELD OF ACTION NO. 2 \llll 111

Strengthen a socially innovative
and socially oriented startup culture
and the support structures

» THE CURRENT SITUATION

There is a trend towards the founding of social enterprises. According
to the German Startup Monitor of the German Startups Association,
more than 40% of new entrepreneurs define themselves as belonging
to the social entrepreneurship sector.18 The proportion of women
setting up social enterprises is significantly higher than the propor-
tion of women setting up new firms in general’?, but existing support
structures for startups fail to take sufficient account of the interests
and personal situations of women. The process of founding social
enterprises often tends to be bureaucratic and lengthy. This is because
the existing startup structures and contact points (e.g. startup centres
at higher education institutions, chambers, associations) are failing
in terms of the institutional anchoring, expertise and visibility of the
issue. Furthermore, rural areas and structurally weak regions have
hardly any contact points, and even the innovation centres in conur-
bations, which are mostly private sector-driven, are unable to cope
with the rising demand.20

And as is the case with all startup entrepreneurs, the question of how
to finance the startup is the main issue, and is particularly challeng-
ing for social enterprises since they will be offering lower expected
revenues when seeking sponsors for the early phase.

18 German Startups Association (2022), p. 31: German Startup Monitor 2022 Available online at: DSM_2022.pdf (startupverband.de)

19 The proportion of social enterprises being founded by women is - at up to 50% according to some studies — much higher than the proportion
of all innovative startups in Germany (18%). Cf. Social Entrepreneurship Network Germany (2022): German Social Entrepreneurship Monitor 2022.
Available online at 4 DSEM_web.pdf (send-ev.de). Cf. also: German Startups Association (2022): Female Founders Monitor 2022.
Available online at Female_Founders_Monitor_2022_English.pdf (startupverband.de)

20 Final report on the challenges facing the founding and scaling up of social enterprises for the Federal Ministry for Economic Affairs and Climate Action -
Evers&lung (2015): Challenges facing the founding and scaling up of social enterprises. Available online at evers & jung Dokumentation (bmwk.de)



https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/dsm/DSM_2022.pdf
https://www.send-ev.de/wp-content/uploads/2022/04/4_DSEM_web.pdf
https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/ffm/Female_Founders_Monitor_2022_English.pdf
https://www.bmwk.de/Redaktion/DE/Publikationen/Studien/herausforderungen-bei-der-gruendung-und-skalierung-von-sozialunternehmen.pdf?__blob=publicationFile&v=1
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SOLUTION

The Federal Government supports the opening up of existing startup
funding and the related development of expertise at the contact

points. Also, needs-oriented programmes which further accelerate the

founding of independent socially innovative and social enterprises
will be rolled out.

%
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FIELD OF ACTION NO. 2 \llll

MEASURES

Startup and management consultancy services
for social enterprises will be made more profes-
sional and will be expanded. To improve the
quality of the consultancy services offered, the
Federal Government plans to develop and intro-
duce certified training courses to put consult-
ants on a more professional level.

The “REACT with impact” funding programme
is designed to increase the number of specific
contact points for social startups so that social
enterprises can receive the kind of guidance and
support they need during the startup process in
order to improve their business models, entre-
preneurial skills and their investment readiness.
“REACT with impact” also promotes network-
ing, clustering and interdisciplinary coopera-
tion between social enterprises and existing
support structures.

e The Society of Innovations competition helps

universities to develop ideas for social innova-
tions that will be used to set up companies at
the end of the funding period.

The Federal Government’s aim is to set up and
expand innovation and startup centres for the
social economy in as many regions as possible.
To this end, existing innovation and compe-
tence centres will be more closely linked with
social enterprises. The EXIST Startup Factories
lighthouse competition will take into account
the criteria and needs of social startups, while
the Federal Government’s Digital Hub Initiative
and its Cultural and Creative Industries Initia-
tive with its Competence Centre for the Cul-
tural and Creative Industries will be paying
particular attention to the needs of the social
economy and the creation of synergies.



¢ In the EXIST - Startups from Science pro-

gramme, we will further intensify the measures
that have already been introduced to increase
funding for social startup projects. In the new
funding guidelines, the transition towards more
sustainability will be given more emphasis and
will be included as an explicit selection crite-
rion. The aim of EXIST Women is to interest
women from higher education and research
institutions in entrepreneurship and encourage
them to launch startups. This will also promote
the founding of social enterprises, as these are
very frequently founded by women.21

mediaarchiv/research/ffm/Female_Founders_Monitor_2022_English.pdf

2. FIELDS OF ACTION AND MEASURES 21

e With the “Female Founders Promote Green

Economy” project launched by the National
Agency for Women Startup Activities and
Services (bga), the Federal Government is fund-
ing activities designed specifically to help
female entrepreneurs better understand the
impact of digitalisation, sustainability and gen-
der aspects on startup projects run by women
and to support sustainable startups by women,
e.g. by developing and testing new mentoring

approaches.

21 German Startups Association (2022): Female Founders Monitor. Available online at https://startupverband.de/fileadmin/startupverband/



https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/ffm/Female_Founders_Monitor_2022_English.pdf
https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/ffm/Female_Founders_Monitor_2022_English.pdf
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FIELD OF ACTION NO. 3 \llll 111

Promote networking,
collaboration and transfer

» THE CURRENT SITUATION

Social enterprises and social innovators need space to network with
each other and with various stakeholder groups to increase their
impact potential. Social enterprises are able to expand their impact
in particular through collaboration, networking and the development
of joint value chains (multi-actor initiatives). However, in both rural
and urban regions, established and new stakeholders often lack com-
mon areas where they can meet, find incentives for collaborative
work or just develop a common language, with the result that the
spread of innovations and solutions is often hindered.

Social innovations and social enterprises need broad and open pro-
cesses and stakeholder alliances to promote the desired replication
and spread of innovations - e.g. from municipality to municipality or
region to region, but also across national borders.
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SOLUTION

As a result of their focus on making a positive societal impact, close
cooperation between different sectors and disciplines, and between
administration, science and politics, is crucial for the success of social
enterprises and social innovations.22 We promote the innovative
power and involvement of civil society and create more effective
interfaces with the public sector and sectors of the traditional econ-
omy so that the opportunities for mutual learning and the existing
potential for cooperation and transfer can be better exploited.23

Mair J., Gegenhuber T, Lihrsen R., and Thiter, L. (2022.) UpdateDeutschland: Open Innovation weiterdenken und lernen. Learning Report.
Available online at https://opus4.kobv.de/opus4-hsog/frontdoor/deliver/index/docld/4204/file/HERTIE_Update-Deutschland.pdf

Ashoka / McKinsey (2019): From small to systemic — the multi-billion-euro potential in social innovations.

Available online at: https://www.ashoka.org/de-de/story/studie-von-ashoka-und-mckinsey-zeigt-milliardenpotenzial-von-sozialen-innovationen

23


https://opus4.kobv.de/opus4-hsog/frontdoor/deliver/index/docId/4204/file/HERTIE_Update-Deutschland.pdf
https://www.ashoka.org/de-de/story/studie-von-ashoka-und-mckinsey-zeigt-milliardenpotenzial-von-sozialen-innovationen
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MEASURES

The aim and purpose of the German Agency for
Transfer and Innovation (DATI) is to support
application-oriented research and transfer
designed to create and strengthen both regional
and supra-regional innovation ecosystems, pri-
marily at universities of applied sciences (HAW)
and at small and medium-sized universities that
collaborate for example with startups, SMEs and
social and public organisations. DATI’s underly-
ing understanding of transfer and innovation
explicitly embraces social innovations, which
are also addressed in the DATIpilot - Funding &
Learning for Innovation and Transfer funding
guideline: an experimental space in the DATI
environment, which preceded the founding of
DATIL Social innovations are to be funded at
least in proportion to their share of the total
number of project outlines submitted and in
principle eligible for funding.

® Asa central project, the Federal Government is

building a platform for social innovations. The
platform is to act as the first point of contact for
those who develop, research and implement
social innovations. It will make funding and
support opportunities transparent and create
new networking opportunities and skills devel-
opment projects.

e The involvement of many different stakeholders

is particularly important for social innovations
that are based on complex technologies such as
artificial intelligence (AI). The development and
use of Al for the common good in terms of
social and other aspects of sustainability is only
possible when a collaborative and participatory
approach is pursued. The interdepartmental ini-
tiative “Civic Coding - Innovation Network Al
for the Common Good” intends to place greater
focus on this collaborative and common-good
oriented development and design approach.
This will be achieved, among other things, by
opening up the community area of the Civic
Innovation Platform (CIP) - one of the three
anchor projects and core component of Civic
Coding - for joint use by the three ministries
involved. This will connect the different com-
munities and create synergies.

For closer collaboration and cooperation with
civil society initiatives, the Federal Government
is increasingly advocating open social innova-
tion processes. They represent a broad-based
participation process (Open) designed to address
social challenges (Social) with new solutions
(Innovation). Specifically, this has resulted in an
Open Social Innovation (OSI) initiative, which
was launched in 2023 to develop solutions to
the problem of a shortage of skilled workers for
environmental jobs.



* Many social innovations fill gaps in public ser-

vices. Proven solutions of this kind could be
made available to the general public via state
structures in order to increase the effectiveness
of services provided by local government. The
Federal Government will incorporate civil soci-
ety initiatives in the ecosystem for social inno-
vation on a partnership basis.

For a successful transfer of research into prac-
tice, the Innovative University Initiative of the
Federal and state governments also takes social
innovation ideas and implements them in
regional cooperation projects. In addition, the
current funding of the “FH-Sozial”, “FH-Impuls”
and “FH-Kooperativ” partnerships, for example,
under the auspices of the Research at Universi-
ties of Applied Sciences programme of the
Federal and state governments, continues to
make an important contribution to the transfer
of social innovations and to the interaction of
technical development and social innovation.

2. FIELDS OF ACTION AND MEASURES 25

Cooperation between the ministries is also
important for the cross-cutting issues of social
innovations and social enterprises. In addition
to that, we are setting up a working group for
social innovations and social enterprises com-
posed of representatives from the Federal and
state governments to intensify the mutual
exchange of views.

N
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Use public procurement as a lever
>>

The public sector is a major purchaser of goods and services, with an
annual order volume in the hundreds of billions of euros. This means
that public procurement can also be a decisive policy instrument for
the development of social innovation and social enterprises and a key
factor for achieving sustainability goals.24 And yet only 12.4 per cent
of all public tenders take sustainability criteria into account. Accord-
ing to one of criticisms frequently voiced in the consultation con-
ducted ahead of the strategy,?’ this situation is aggravated by what
tend to be rigid award practices and relatively strict requirements for
the suitability of bidders that give priority to established players.

For example, public contracts are often awarded to companies that
have already worked for the state and can thus provide the appropri-
ate references.

Those, for example, who cannot yet produce a project portfolio and at
least three to five years of operational turnover are in most cases
excluded. Moreover, according to the consultation, new applicants are
often rated lower because of a perceived greater risk. This can result
in access to public contracts being made more difficult for socially

innovative stakeholders.

N
The state can be a role model and can pave the way for new stake-
holders to enter the market. To this end, the existing requirements for

sustainable procurement practices can be better applied and
expanded.

A major lever in this respect is the development of skills in contract-
ing authorities and the organisational units responsible at the federal,
state and local levels. This will help social enterprises generate revenues
and become financially self-sufficient, and will also help Germany

to achieve its sustainability goals.

24  European Commission (2019): Socially responsible public procurement.
Available online at https://commission.europa.eu/funding-tenders/tools-public-buyers/social-procurement_en
25  https://www.bmwk.de/stellungnahmen-gemeinwohlorientierte-unternehmen



https://commission.europa.eu/funding-tenders/tools-public-buyers/social-procurement_en
https://www.bmwk.de/stellungnahmen-gemeinwohlorientierte-unternehmen
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MEASURES

e The Federal Government will set up public pro- e The Federal Government intends to increase the
curement and the award of public contracts on visibility of social startups in public procure-
an economical, social, ecological and innovative ment and thus stimulate a more intensive use of
basis. To this end, the focus is to be placed more public procurement to boost social innovations.
on socially innovative and ecological criteria To this end, it intends to bring together social
within the scope of the public procurement enterprises and representatives of the public
transformation package, without losing sight of procurement sector.

the wish to simplify and accelerate public pro-
curement procedures and without increasing &
access barriers for SMEs. &

¢ The new Competence Center for Innovative
Procurement (KOINNO), offers the possibility
of conducting market research in a simplified
manner; so-called challenges are used to carry
out a targeted search for innovative solutions.
In the process, social enterprises can also be
seen and be given greater consideration. In this
way, the KOINNO Competence Center for Inno-
vative Procurement also serves as a “digital shop
window”.

o Skills are being developed in the public pro-
curement offices that will enable them to
exploit the current possibilities of taking sus-
tainability into account more selectively when
awarding of public contracts in individual cases
and subsequently improve access to public con-
tracts for socially innovative stakeholders and
social enterprises. Existing bodies such as
KOINNO and the Competence Centre for
Sustainable Procurement are included in this
process.
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Develop and expand funding
instruments as needed

Socially innovative stakeholders and social enterprises often lack
needs-based access to public funding.2¢ Needs-based in this sense
means that their specific success factors are sufficiently taken into
account to make them eligible for participation in funding pro-
grammes.

This can relate to the prerequisite in terms of the organisational form,
which is just as necessary as understanding and having access to the
application process and the required documents. In addition, plan-
ning socially innovative projects in particular from the beginning to
the end of the current funding logic often turns out to be extremely
difficult. Many funding measures are available to them in principle,
therefore, but often prove to be unsuitable for these target groups.

Funding structures and funding culture will devote more attention to
social innovations and social enterprises. We would like to provide
more process-oriented funding that does not give preference to cer-
tain stakeholders.

In appropriate tendering and selection processes, social innovation
criteria are to be given a clear role at all relevant stages.

26 Commission of Experts for Research and Innovation (2020): Report 2020.
Available online at https://www.e-fi.de/fileadmin/Assets/Gutachten/EFI_Gutachten_2020.pdf



https://www.e-fi.de/fileadmin/Assets/Gutachten/EFI_Gutachten_2020.pdf

¢ The Innovation Programme for Business

Models and Pioneering Solutions (IGP) of the
BMWHK is based on a broad understanding of
innovation. The IGP focuses on non-technical
innovations that are close to the market by
companies and as a result also offers good start-
ing points for socially innovative projects by
social enterprises. The IGP, which was initially
launched as a temporary pilot funding pro-
gramme, will now be continued and become
firmly established. A positive impact on third
parties will be given special consideration in the
funding decision for the projects that apply for
funding.

Social enterprises are often active in the areas of
climate protection, sustainability, decent work
and regional value creation. With the joint task
for the “Improvement of the Regional Eco-
nomic Structure” (GRW), the Federal and state
governments are supporting the foundations
for a successful transformation in structurally
weak areas of Germany, primarily in the case of
investment projects carried out by companies
in these areas.
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e Social innovations also play an important role

in key technologies such as artificial intelli-
gence (Al) and are increasingly being funded.
The idea contest “Al is what we make it” and the
“Civic Innovation” funding programme of the
Civic Innovation Platform (CIP), which is a core
component of the interdepartmental initiative
Civic Coding, encourage and financially support
inter- and transdisciplinary work on non-profit
and common good-oriented Al projects and
thus promote the human-centred use, dissemi-
nation and perception of Al on a broad scale in
terms of its common good-oriented benefits.
This is also intended to - indirectly - support
(non-profit) companies and startups that collab-
orate with applicants from the scientific, public
or non-profit sectors, for example, to develop
and implement Al ideas and projects for the
common good with a labour and social policy
focus. In addition, interdepartamental funding
measures are currently being developed as part
of Civic Coding framework to support Al-based
social innovations.

The Software Sprint (Prototype Fund) funding
measure provides easily accessible support for
the development of open-source software pro-
totypes that are in the public interest (Public
Interest Tech). This is the case, in the analysis of
publicly available data, for example, in the
strengthening of democracy, in participation
and forming opinions, or in reducing barriers to
access in individual sectors (health, mobility,
law, etc.).
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Municipalities in Germany are responsible for
a significant part of the provision of services

of general interest and have thus become the
breeding ground for social innovations and
social enterprises. Current funding announce-
ments - “The digital municipality: supporting
interactive, participatory and data-driven plan-
ning processes” and “Technology-based inno-
vations for care communities to improve the
quality of life and health of informal carers”,

in addition to “Closeness at a distance — making
interpersonal bonds possible with interactive
technologies”, also focus primarily on social
innovation. In these cases, participatory
research into new social practices and pro-
cesses in the community and in the care sector
is explicitly promoted. The Kommunen inno-
vativ (Innovative municipality) programme
promotes the collaboration of municipalities
with scientific, commercial and civil society
institutions in order to develop new perspec-
tives and solutions for sustainability trans-
formation.

Social innovations in education are one of the
keys to the future viability of our society. For
this reason, the Federal Government supports
many innovative education programmes. For
example, the current Federal competition Shap-
ing the future - innovations for excellent
vocational education and training (InnoVET)
and the InnoVET PLUS competition aim to
further increase the attractiveness, quality and
equivalence of dual and academic training by
developing and testing new types of training
programmes and innovative implementation
concepts.

e Rural areas also benefit from the spread of

social enterprises and social innovations. This is
why the Federal Rural Development and
Regional Value Creation Scheme (BULEplus)
already supports model and demonstration pro-
jects, in addition to research measures in rural
areas that are also capable of creating social
innovations. With the Joint Task for the
“Improvement of Agricultural Structures and
Coastal Protection” (GAK), the Federal and state
governments support a wide range of innova-
tive measures in the field of agriculture and for
the development of rural areas, against the
background of creating equal living conditions,
among other things. With a highly participatory
and flexible focus, innovative and social projects
in particular can be supported.

Social innovations also arise from civic engage-
ment. At the same time, they can also be a
source of inspiration for an economy for the
common good. The German Foundation for
Civic Engagement and Volunteer Work (DSEE)
was set up for the main purpose of funding
innovations in the field of civic engagement and
volunteer work, and digital innovations in par-
ticular. This is carried out in a variety of DSEE
funding programmes e.g. in the “TransformD”
funding programme, which funds innovations
in the transformation fields of “climate change”,
“digitalisation” and “social cohesion” of NGO
projects.



e Many social enterprises also make an important

contribution to the 2030 Agenda and to achiev-
ing the UN Sustainable Development Goals in
the partner countries of German development
cooperation. This is why the German govern-
ment intends to use the develoPPP programme
to support social enterprises, among other
things. The develoPPP Ventures funding instru-
ment uses a matching grant model to support
young companies that have already successfully
applied an innovative business model to improve
living conditions in a developing or emerging
country and now want to scale up. develoPPP
Ventures is currently available in Kenya, Tanza-
nia, Ghana and Nigeria. The Agency for Business
and Economic Development, the first point of
contact for development cooperation regarding
the involvement of companies in Africa, Latin
America, Asia and Europe, is to provide social
enterprises with more advice on funding oppor-
tunities and on markets with potential. Social
enterprises and social innovations also play an
important part in the urban development and
the housing industry. For this reason, the
Federal Government supports the development
of housing associations with a funding pro-
gramme for the acquisition of housing associa-
tion shares. The new funding programme is
intended to provide a tangible incentive, pri-
marily for setting up new housing associations,
but also to unlock the potential for increasing
the current number of housing associations or
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carrying out construction, refurbishment and
modernisation measures. The Social Cohesion
programme provides funding for the stabilisa-
tion and upgrading of urban and local areas that
are disadvantaged economically, socially and in
terms of urban development, in addition to
being structurally weak. With its focus on urban
regeneration, the pooling of resources and gov-
ernance, involvement of a wide range of stake-
holders, empowerment, activation and partici-
pation, the programme is a driver of social
innovation. As operators of facilities and service
providers, social enterprises are key stakeholders
in this process.



32

27

28

In order to better develop their social impact, social innovations must
be disseminated and social enterprises must grow. This requires finan-
cial resources, which usually cannot come from their own revenues,
especially in the early phase. Instead, they have to be acquired exter-
nally - as is the case with traditional companies.

Venture capital has established itself as a financing instrument for
startups, whereas companies that are not aiming to dispose of their
assets (exit) or are established in the marketplace tend to resort to
debt or mezzanine capital (a hybrid form of debt and equity).

However, due to their focus on impact, social enterprises usually expect
lower returns than other enterprises or, in the case of non-profit enter-
prises, have only limited reserves. Moreover, it has been demonstrated
that social innovations tend to be disseminated more slowly than
technological innovations, which makes them less attractive to tradi-
tional venture capital investors. In addition, many social enterprises
are not exit-oriented, i.e. they are not aiming for an IPO or sale of the
company, which means they frequently do not fall within the scope of
traditional financing programmes for startups.2’ Crowdfunding and
crowdinvesting have developed into excellent financing options that
allow many social enterprises to acquire capital in the startup and
growth phase. This potential has received little funding

to date.?8

Final report on the challenges facing the founding and scaling up of social enterprises for the Federal Ministry for Economic Affairs and Climate Action -
Evers&Jung (2015): Challenges facing the founding and scaling up of social enterprises. Available online at evers & jung Dokumentation (bmwk.de)
Fraunhofer IMW (2021): Impact crowdfunding: Improving the framework for the promotion of impact-oriented social enterprises.

Available online at https://www.imw.fraunhofer.de/content/dam/moez/de/documents/220729_Potentialpapier_ImpactCrowdfunding_
erste-Auflage_oeffentlich.pdf (in German only)



https://www.bmwk.de/Redaktion/DE/Publikationen/Studien/herausforderungen-bei-der-gruendung-und-skalierung-von-sozialunternehmen.pdf?__blob=publicationFile&v=1
https://www.imw.fraunhofer.de/content/dam/moez/de/documents/220729_Potentialpapier_ImpactCrowdfunding_erste-Auflage_oeffentlich.pdf
https://www.imw.fraunhofer.de/content/dam/moez/de/documents/220729_Potentialpapier_ImpactCrowdfunding_erste-Auflage_oeffentlich.pdf
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In addition to funding through established government programmes,
new and innovative financing models for social innovations and
social enterprises are also to be offered and KfW loans are to be made
increasingly available to social enterprises. Impact-focused financing
is to be made more attractive and financial instruments are to be
created where gaps and potential exist, also for non-exit-oriented
social enterprises.

33
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The Federal Government will examine propos-
als and ideas for new impact-focused financing
formats. It will also organise joint exchange for-
mats with the Sustainable Finance Advisory
Council of the Federal Government and the
Advisory Council for Social Innovation to pro-
vide targeted advice. Examples include “pay-
by-result” options, such as outcome funds or

social impact bonds/social outcome contracting.

Concepts for new financing instruments, for
example, are being developed within the frame-
work of the Platform for Social Innovation.

In order to raise the target group’s awareness of
social enterprises and their financing needs, we
are promoting a structured discussion between
the financing partners of the Federal Govern-
ment's equity, mezzanine and debt financing
programmes and the stakeholders. In a bian-
nual dialogue with KfW, the concerns of the
social economy will be discussed, also with the
aid of case studies. There will also be other dis-
cussion formats, including discussions with
family offices.

e The Federal Government is strengthening the

financing options for companies with different
business models and legal forms in fair compe-
tition. To this end, it supports the access of
social enterprises in all their diversity by exam-
ining the possibility of non-profit SMEs - even
those not subject to corporate tax - applying
for KfW promotional loan programmes. The
prerequisite is that the regulatory and funding
policy framework conditions make this possible.
To this end, the required steps are now being
initiated with KfW and the regulatory authori-
ties. These include the “ERP Startup Loan -
StartGeld” product and the planned new pro-
gramme for startups from the green economy
sector. In addition, with the Investment Loans
for Municipal and Social Enterprises, a special
KfW loan programme for social enterprises not
subject to corporate income tax or trade tax is
already available. The group of applicants for
this programme was recently extended to
include all non-profit applicants.
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Non-profit social enterprises find it difficult to
access the guarantee programmes of the guar-
antee banks. The Federal Government is exam-
ining whether there are guarantee programmes
from which these enterprises are excluded as
applicants without there being sufficient reason
for this. The possible use of funds from the
European Social Fund (ESF) is also being consid-
ered.

Many venture capital instruments are already
available to social innovations and social enter-
prises. These include the “INVEST - Venture
capital grant” programme. We intend to make
INVEST for mezzanine financing and for non-
exit-oriented enterprises available, also to

take into account the special financing needs
of social enterprises. To this end, we will be
approaching the EU Commission to clarify the
conditions under state aid law.
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Building on the extensive experience of the
European Investment Fund (EIF) in the areas of
social impact and climate investing, the Federal
Government will also ensure that within the
framework of the ERP/(EIF) Facility for new
fund investments, initially at least 20 per cent
on average is to be invested in companies oper-
ating in the areas of green innovation, sustain-
ability or social impact as defined by the EIF.
We will increase this percentage further in the
medium term.

KfW Capital, as a subsidiary of KfW, is also to
make targeted investments in venture capital
funds that address important areas that are still
in need of development (e.g. impact invest-
ments, climate tech and diversity) in line with
its mandate to finance and promote sustainable
development.

Further use is now to be made of the long-
standing experience of German development
cooperation in the field of impact investment
in order to offer social enterprises additional
opportunities to open up new markets and to
combine expected returns with sustainability
criteria.2?

Impact investment funds, which channel investments into developing and emerging countries, help to exploit growth opportunities in

the Global South and support the strengthening of local financial markets. As a result, they make important contributions to various development
goals and underscore the role of social enterprises towards achieving these goals. Cf. also: KfW Development Bank:

Impact funds - social commitment with returns | KfW Development Bank (kfw-entwicklungsbank.de)



https://www.kfw-entwicklungsbank.de/Our-topics/SDGs/Impact-Fonds/
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e Mezzanine capital, a hybrid form of debt and
equity capital (e.g. in the form of subordinated
loans or silent partnerships), is ideally suited to
financing social enterprises, which is why the
Federal Government now intends to promote
the use of mezzanine financing to a greater
extent:

— In order to reach social enterprises more
effectively as a target group for mezzanine
financing, we are promoting intensified talks
between medium-sized investment compa-
nies (MBGen)3° and representatives of social
enterprises and their associations. At these
meetings, the distinctions between the vari-
ous companies in the group and the funding
policy challenges to be faced in financing this
group of companies are to be discussed with
the aim of contributing to setting up a moni-
toring system for social enterprises (with
and without non-profit status).

— The Federal Government will continue the

Micro-mezzanine fund for Germany. Sub-
ject to the provision of the necessary public
funds, this fund is also to be opened to social
enterprises with non-profit status. The requi-
rement of personal liability for social enter-
prises is to be eased.

The new component of the Future Fund,
RegiolnnoGrowth (RIG) can be used to
finance companies developing ecological,
digital or social innovations. To the extent
permitted by the regulatory and funding
policy framework conditions, we will ensure
that social enterprises can profit from the
RIG. Depending on their needs, in the process
of defining and implementing the pro-
gramme, the Linder are very flexible, but a
key focus will be on mezzanine financing.

30 The Federal and state counter-guarantee programme promotes mezzanine financing via middle market investment companies (private equity investment
companies). As of 2023, as part of the counter-guarantee programme, investments of up to 1.5 million euros (in exceptional cases 2.5 million euros) per

company are possible.
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e The Federal Government intends to launch a e The Federal Government intends to create the
pilot investment in an impact investment fund legal framework for using assets in orphaned
that supports social enterprises with mezzanine accounts to fund the common good. To this
and/or equity capital. This will make it possible end, a “Social Impact Fund” is to be set up
to gain additional knowledge of the market and primarily to fund social innovations that serve
to support existing developments in the field of the common good and social enterprises.

impact investment funds for social enterprises.
To ensure that a pilot investment is possible,
public funds, among other things, must first be
available, the risk and return expectations must
be reasonable, an investment opportunity must
exist and the conditions under state aid law
must be clarified. If the pilot investment proves
to be successful, then, based on the experience
gained, the creation of a new specific instru-
ment for social enterprises is planned.

* Crowdfunding and crowdinvesting are key fac-
tors in the startup and growth financing of
social enterprises. Within the framework of the
Financing for the Future Act, obstacles will be
removed and we will examine how we can fur-
ther increase the potential of crowdfunding and
crowdinvesting to fund startups.
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To be able to fund social innovations and social enterprises in a tar-
geted manner, more empirical data on their emergence, dissemina-
tion and impact is needed. However, there is not yet enough reliable
data available for a comprehensive scientific analysis.3! Due to the
fact that measurable criteria for social enterprises are not easy to
come by, there is a lack of statistical data on their number, size and
revenue. Furthermore, there are still many unanswered research ques-
tions on the development and scaling of social innovations.

We would like to strengthen the scientific database in order to opti-
mise the funding, effectiveness and acceptance of social innovations
and social enterprises. To this end, we are conducting more research
on success factors and obstacles, in addition to intended and unin-
tended impact. Regulatory sandboxes, scientific studies, in addition to
the collection of data and the monitoring of regional, national and
international developments, are important instruments for testing
the effectiveness and acceptance of social innovations.

31 IAT(2022): Social innovations and support infrastructures in innovation ecosystems.
Available online at Social innovations & support infrastructures in innovation ecosystems (iat.eu)



https://www.iat.eu/media/forschungaktuell_2022-10.pdf

e The Federal Government has explicitly extended

its current funding guideline for innovation
impact assessment (INSIGHT) to include the
area of social innovations, and within this
framework is funding projects for measuring
the impact of social innovations. In future, the
social impacts, in addition to the opportunities
and risks of social innovation, will continue to
be analysed in the innovation impact assess-
ment.

To improve the data situation of the social
economy, the Federal Government will carry
out a study on data collection and provide con-
tinuous monitoring of the data collected.
Moreover, existing statistical data will also be
included. As is already the practice in some
European countries, the Federal Government
will examine the case for establishing satellite
accounts for the registration of social enter-
prises.

With the Transformation Clusters on Social
Innovations for Sustainable Cities, the Federal
Government is funding comprehensive research
and testing of social innovations for climate-
neutral and liveable cities and municipalities in
(inter-) regional real-world laboratories. The
focus is on identifying and (further) developing
promising socially innovative solutions and
blueprints and fostering the transfer to other
cities and municipalities.
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e With “Junior Research Groups in Social-Eco-

logical Research”, the Federal Government is
funding research on social innovations in vari-
ous contexts. The topics range from the impact
of socially innovative citizen participation for-
mats used in the transition of the mobility sys-
tem up to community-supported agriculture as
a socially innovative form of organisation to
strengthen regions in economic declines.

With the funding measure “Sustainable mobil-
ity in regional transformation areas - in met-
ropolitan regions, regiopolitan regions and
intermunicipal alliances” under the roof of the
transformation initiative City-Country-Future,
the Federal Government is supporting the
research, development, spatially upscaling and
transfer of social and technological innovations
for a sustainable mobility system in regions. As
part of the “Sustainable Urban Mobility”
research agenda, the Federal Government is
funding the Citizens’ Council “Joint transport
turnaround in city and country” to research as
to whether and how this socially innovative
participatory approach can contribute to
increasing society’s acceptance of mobility
transformations at local level.



40

- r1eLD ofF AcTION NO.8 R I|||

Promote skills development for social
innovations and socially responsible
business activities

» THE CURRENT SITUATION

In Germany’s educational landscape, there have been comparatively
few opportunities to learn about social innovation or social entrepre-
neurship and to acquire the relevant skills.

However, the development of social innovations and the successful
establishment of social enterprises requires educational programmes
that will enable knowledge relating to the development phases of
social innovations and the impact and business models of social
enterprises to be acquired as early as possible.32 33 This requires that

all participates are in possession of the appropriate skills.
N\

Educational opportunities to develop the skills required for socially
responsible business activities and social innovations are to be
expanded; appropriate teaching and learning opportunities relating
to social innovations and social enterprises for all age groups raise

awareness of the issues and impart the corresponding knowledge and
skills.

Universities are now offering more and more courses in these fields -
we intend to support this further through targeted incentives. We also
intend to incorporate information and knowledge on social innova-
tions and social enterprises into career guidance.

32 KfW (2113): Social enterprises as investment projects. Available online at https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/
PDF-Dokumente-Volkswirtschaft-Kompakt/One-Pager-2013/VK-Nr.-24-September-2013.pdf (in German only)

33 BMWK (2021): From the idea to market success — Programmes for an innovative SME sector. Available online at
https://www.bmwk.de/Redaktion/EN/Publikationen/Technologie/from-the-idea-to-market-success.html



https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-Dokumente-Volkswirtschaft-Kompakt/One-Pager-2013/VK-Nr.-24-September-2013.pdf
https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-Dokumente-Volkswirtschaft-Kompakt/One-Pager-2013/VK-Nr.-24-September-2013.pdf
https://www.bmwk.de/Redaktion/DE/Publikationen/Technologie/von-der-idee-zum-markterfolg-programme-fuer-einen-innovativen-mittelstand.html

e In order to activate social potential, primarily at

universities, and thus secure the basis for
socially innovative initiatives and ventures, the
Federal Government has launched the “Society
of Innovations - Impact Challenge” funding
measure at universities. Firstly, projects will be
funded that explore further education and
training tools for social entrepreneurship and
social innovation. And secondly, young academ-
ics will be targeted to further develop ideas for
social innovations and transfer them into prac-
tice. Raising awareness for social innovations
and social entrepreneurship at universities is
also to be strengthened through the funding of
specific formats and networks (e.g. as is the case
with the “Sustainability in Science Initiative”).
This will include current measures designed to
raise awareness for startups, such as “Young
Entrepreneurs in Science”, which is aimed at
doctoral candidates.

A focus is now to be placed on integrating social
innovations and social enterprises into current
measures and courses such as “Entrepreneur-
ship in Schools” and the digital information
courses offered at public startup and compe-
tence centres, trade promotion centres and
chambers or on “Girls’ and Boys’ Day”.
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e Acquiring knowledge about financial and eco-

nomic relationships and applying it in everyday
life is a basic prerequisite for competent busi-
ness decisions, social participation and eco-
nomic independence, and thus a prerequisite for
socially innovative startup activities. The Federal
Government will develop a National Strategy
for Financial Education in Germany together
with the OECD and with the involvement of all
relevant stakeholders. This is a social innovation
for the Federal Government itself, since this will
be the first time it has dedicated itself to research
on financial education together with the estab-
lishment of a central financial education plat-
form. Basic knowledge of financial relationships
and products enables socially innovative stake-
holders and citizens to better assess their eco-
nomic environment and increases their willing-
ness and their ability to participate in the
financial market.



42

| fF1eLp ofF AcTiOoN NO.9 |HER] |I||

Establish focus on impact and impact
measurement as the standard

» THE CURRENT SITUATION

Social innovations and social enterprises want to achieve social
impacts with their solutions.34 The broader view of funding to include
social stakeholder groups has led to a more systematic and profes-
sional discussion on the impacts of social change.3*> So far, however,
there are no generally accepted indicators and models that take into
account social, ecological, political or cultural impacts.3¢

Ultimately, one will also have to bear in mind that social impact in
all its forms cannot be measured easily. Moreover, measuring and
presenting their impact on society is both complicated and costly for
social enterprises, in particular because uniform standards are lack-

ing.
SOLUTION v

Social impact is a fundamental component of social innovation and
social enterprises.

For this reason, it is important that impacts are made more visible
and measurable, and that appropriate standards for the measure-
ment of such impacts are disseminated and skills taught to make this
possible.

34  We refer to an impact occuring when a change takes place or a change process is triggered on the level of one’s consciousness, of one's actions,
of one's circumstances or of society as a whole.

35 IndiSi, IndiSiPlus, ISI, Sina, WISIH projects: Indisi+ / SI Indikatorik (si-metrics.eu), WISIH - Social Innovation from Universities - CHE (in German only);
Social Innovation in Sustainability Transformation (transformations-magazin.com) (in German only)

36 Cunha/Benneworth (2019): How to measure the impact of social innovation initiatives? Available online at https://repositorium.sdum.uminho.pt/
bitstream/1822/70905/4/Cunha_Benneworth_2019.pdf. Or also: Kleverbeck/Krlev/Mildenberger et. al (2021): Indicators for measuring innovation.
Available online at https://www.socialinnovationatlas.net/fileadmin/PDF/volume-2/01_SI-Landscape_Global_Trends/01_21_Indicators-for-
Measuring-SI_Kleverbeck-Krlev-Mildenberger-Strambach-Thurmann-Terstriep-Wloka.pdf



https://www.si-metrics.eu/de/indisi/
https://www.che.de/projekt/wisih-soziale-innovationen-aus-hochschulen/
https://transformations-magazin.com/magazin/soziale-innovation-in-der-nachhaltigkeitstransformation/
https://repositorium.sdum.uminho.pt/bitstream/1822/70905/4/Cunha_Benneworth_2019.pdf
https://repositorium.sdum.uminho.pt/bitstream/1822/70905/4/Cunha_Benneworth_2019.pdf
https://www.socialinnovationatlas.net/fileadmin/PDF/volume-2/01_SI-Landscape_Global_Trends/01_21_Indicators-for-Measuring-SI_Kleverbeck-Krlev-Mildenberger-Strambach-Thurmann-Terstriep-Wloka.pdf
https://www.socialinnovationatlas.net/fileadmin/PDF/volume-2/01_SI-Landscape_Global_Trends/01_21_Indicators-for-Measuring-SI_Kleverbeck-Krlev-Mildenberger-Strambach-Thurmann-Terstriep-Wloka.pdf
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MEASURES

e In the medium term, a set of indicators will be e To extend skills development, the REACT with

developed across ministries to make impact impact funding programme provides informa-
measurement for social innovations more com- tion and training for social enterprises in the
parable. In the Impact Measurement and Valu- field of impact measurement and management.

ation Lab research project, a committee of sci-

entific experts will initially establish the basis &
for support provided both by funding bodies for

social innovations and socially innovative stake- &
holders in an Open Social Innovation Initiative.

The evaluation of the Society of Ideas — Compe-

tition for Social Innovations will also look at the
development of indicators for social impact.

e Based on international standards and findings,
the Federal Government is examining the devel-
opment of uniform standards for focus on
impact and impact measurement that will help
social enterprises and their funding partners to
measure their impact depending on the devel-
opment stage of the company and field in which
it operates.
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Increase visibility and recognition

» THE CURRENT SITUATION

To some extent, there is a lack of awareness of social enterprises and
social innovations, and their respective significance by the general
public, but also by companies, partners and stakeholders.3”

Compared with a number of other countries, there is no clear definition
or generally accepted criteria that apply to social enterprises or a
standard state certification in Germany that would improve trans-
parency and recognition.38

SOLUTION v

In order to increase their visibility, society, science and politics must
be made more aware of their potential and possible roles. Social
entrepreneurs also need effective lobbyists to support, bundle and
promote their interests.

37 European Commission (2020): Impact of the European Commission's Social Business Initiative (SBI) and its follow-up actions. Available online at
https://ec.europa.eu/social/main.jsp?catld=738&langId=en&publd=8373&furtherPubs=yes
38 Cf.e.g.the Social Enterprise Label in Austria: https://www.aws.at/verified-social-enterprise-label/



https://ec.europa.eu/social/main.jsp?catId=738&langId=en&pubId=8373&furtherPubs=yes
https://www.aws.at/verified-social-enterprise-label/

MEASURES

e Social innovations and social enterprises are to

be made visible through regular summit meet-
ings for socially responsible business activities
and social innovations.

e Targeted communication campaigns and meas-

ures, e.g. an overview or an atlas of stakeholders,
in addition to specific competitions, are to make
social enterprises and social innovations more
visible, especially in the regions in which they
are based.

e In order to become more visible to potential

customers, social enterprises can also receive
support when attending a trade fair through the
“Young innovative companies at leading inter-
national trade fairs in Germany” (Young Inno-
vators) trade fair programme.
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The Federal Government will communicate
proactively on social innovations and social
enterprises. To this end, it will support the stake-
holders’ communications with business, politics,
science and administration. As an important
interface for this purpose, the Commissioner
for Social Innovation at the BMBF has already
been appointed to serve as a lobbyist for socially
innovative stakeholders and will open up new
communication channels for them. The BMWK
also has an organisational unit of its own that is
available as a contact for social entrepreneur-
ship and is committed to representing the spe-
cific interests of social enterprises and the
implementation of the relevant entrepreneurial
measures of the strategy.

N
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Seek European and international
solidarity

» THE CURRENT SITUATION

Social innovations and social enterprises have a long tradition in
Germany. Nevertheless, to design framework conditions that meet
present needs, what needs to be done now is to take into account the
developments in other countries and possible interactions between
regulations.3?

This is quite simply because the major social challenges do not stop
at our national borders. With the focus of their business area, many
social enterprises are also making an important contribution to
achieving the United Nations Sustainable Development Goals in the
partner countries of German development cooperation.

However, national rules and standards are often an obstacle to the
cross-border dissemination of good solutions. Continuing support
for social enterprises and social innovations at the European and
international level also needs coordinated approaches between those
countries that advocate for a suitable (regulatory) framework.

39 See comparative synthesis report in: European Commission (2020), Social Enterprises and their Ecosytems in Europe.
Available online at https://ec.europa.eu/social/main.jsp?catld=738&langId=en&publd=8274



https://ec.europa.eu/social/main.jsp?catId=738&langId=en&pubId=8274
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SOLUTION

I<€<€

We intend to learn from the experience of other countries and inten-
sify discussions within the EU, the OECD and the partner countries of
German development cooperation on national, European and inter-
national strategies and measures for social innovation and social
enterprises.

By expanding cross-border cooperation, our aim is to find answers to
urgent questions and to implement best practices in Germany.
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MEASURES

e The European Commission's Social Economy

Action Plan (SEAP)* recognises the relevance of

the social economy with its numerous stake-
holders who are reshaping inclusive and sus-
tainable economic models that will ultimately
lead to more equitable environmental, eco-
nomic and social change. The Federal Govern-
ment supports the European Commission’s
plans to achieve tangible improvements at the

European level in a variety of areas, such as pub-

lic procurement, access to funding or legal
framework conditions.

e We intend to fund civil society engagement
across borders. We are pushing ahead with the
legislative initiative at EU level on the
cross-border activities of associations and
intend to simplify the equivalence checks for

non-profit status from other Member States and
in this way facilitate cross-border donations and

cooperation in accordance with European law.

e The Federal Government continues to work on

the follow-up declaration to the “Luxembourg
declaration - A roadmap towards a more com-
prehensive ecosystem for social economy
enterprises” and, together with other Member
States, advocates vis-a-vis the EU Commission
that social enterprises be systematically funded
at European and national level.

In discussions with the EU Commission, the
Federal Government will make a clear case for
improving state aid law for social innovations
and social enterprises. We will also examine the
definition of “companies in difficulty” as it
relates to social enterprises.

In order to examine interesting developments
and successful funding strategies from outside
Germany, international experts have now been
included in the high-calibre advisory board for
social innovations.

N

40 European Commission (2021) Social Economy Action Plan. Available online at https://ec.europa.eu/social/main.jsp?catld=1537&langId=en



https://ec.europa.eu/social/main.jsp?catId=1537&langId=en

Outlook

In order to strengthen social innovations and
social enterprises in a targeted manner and to bet-
ter link government activities with those of civil
society, science, business and the capital market,
the Federal Government will create opportunities
and structures for cross-sectoral discussions and
joint action. In doing so, it will involve the relevant
stakeholders, pool their skills and use their exper-
tise to implement and further develop the strategy.
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We intend to record the progress and successes of
the strategy and monitor its implementation in
cross-ministerial discussions. In addition, taking
into account the prime responsibilities of the vari-
ous ministries involved and with inter-ministerial
coordination, a meaningful indicator system is to
be developed with clear, overarching goals and
monitored during implementation. Relevant stake-
holders can be involved in this process and, among
other things, the further development of the strat-
egy is to be made compatible with the activities of
our European and international partners.
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