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ESMA’s Technical Advice to the European Commission on the implementing measures of the Regulation on the European Entrepreneurship Funds

The view of the European Economic and Social Committee

This contribution is in reply to the Consultation Paper on the implementing measures of the EuSEF Regulation expressing the view of the European Economic and Social Committee (EESC). The EESC recommends that ESMA reviews relevant adopted EESC opinions, in particular INT/623 (EuSEF Regulation) and INT/721 (Social Impact Measurement).

In regards to the ESMA Consultation Paper the EESC stresses the following points:

· The EESC globally supports ESMA's recommendations to the European Commission on the implementing measures of the EuSEF Regulation. 

· However, while the EESC welcomes the light regime recommended by ESMA, an even a lighter regime would be preferred. This since the social enterprise sector remains underdeveloped in some Member States and the social impact measurement field still is emerging.

· The EESC stresses that the link between the EuSEF Regulation and the Social Business Initiative (SBI) must be highlighted, with its objective to support the development and growth of the social enterprise sector in the EU rather than supporting finance providers.
· The EESC also considers the EuSEF as only one of many much-needed tailored financial instruments that still need to be developed. Due to its architecture the EuSEF may have limited impact in providing capital to the models of social enterprise and the social economy.
· Therefore, the EESC recommends that the ESMA guidance for EuSEF, and in particular relating to social impact measurement, should be applied to the EuSEF Regulation specifically rather than be seen as a general guidance for similar instruments aiming to provide capital to the social enterprise sector.
· As already stressed, the social enterprise sector is still emerging in Europe; awareness and recognition of its models and specificities is still low in many Member States. Therefore, this guidance and soft approach must be reviewed and monitored to ensure it is supportive and not hindering social enterprise development.
· Further, to capture the real needs and situation, the EESC stresses that any future measures should be considered in close dialogue with the social enterprise sector. This to ensure the EuSEF is truly supportive of the sector’s development and sensitive to its activities which often include work with people in need.

Comments on the type of goods and services or methods of production for goods and services embodying a social objective

· As stated its opinion work, the EESC recommends that the SBI description of social enterprises should be the basis of any derived regulation rather than coining a new definition. In particular the link to the values and principles of the social economy must be considered. The EESC supports ESMA’s advice that the primary purpose and core of its activities must be to address a social issue and not be an “add on” to avoid diluting the concept of social enterprise.
· The social enterprise sector is diverse and caters to various sectors and social needs. Therefore a list, although non-exhaustive, of activities would not fully capture the varied activities across the social enterprise sector. Rather it may risk excluding qualifying portfolio undertakings whose activities are not listed.   

· A better approach is rather to define the social undertaking by reviewing its core social mission or purpose, which must be overarching and not profit oriented. In the EESC opinion INT/589, it is stated that social enterprise is primarily not-for-profit, with surpluses principally being reinvested and not being distributed to private shareholders or owners; and that profits are used to achieve the enterprise's primary social goal. 
· Finally, the EESC recommends that in case of dissolution of the qualifying portfolio undertaking, the majority of its net assets shall not be distributed freely but must be used for social impact objectives. 

Comments on conflicts of interest

· The EESC agrees both with the description of the types of conflicts of interest and with the measures that EuSEF managers should adopt to identify, prevent, manage, monitor and disclose the conflicts of interests. 

· The EESC suggests to discussing further with stakeholders on which rules to potentially apply in case of conflict of interest. In particularly balancing the motives of the various stakeholders to avoid impacting the social mission of the social enterprise resulting in mission drift.
Comments on social impact measurement (and particularly question 13)

· As expressed in previous opinions, the EESC does not support imposing one single or standard method for measuring social impact but rather to approve of the methods chosen by the social enterprise in line with the GECES sub-group’s approach.
· The social impact measurement method chosen must be agreed on together with the social enterprise to ensure it is social enterprise centred, supportive of its social mission and proportionate.

· Any method used must seek a balance between qualitative and quantitative methods. The EESC recommends that the method focus on what to measure instead of how to measure social impact.

· In addition, the role of the EuSEF fund manager in measuring social impact must be further explored to ensure that they have expertise and understanding of the social enterprise models and activities. This also counts for potential third party stakeholders, which should not be applying standard models or logic from the commercial sector or standard methods from other fields.
· Further, considering their limited resources available, social enterprises should not bear the cost of impact measurement. 
Comments on information to EuSEF investors 

· The social enterprise sector is still emerging in Europe. Awareness and recognition of its models and specificities remains low. Therefore, expectations on social enterprises, such as providing information, must be proportionate to its development level and activities. Many social enterprises do not have the resources to provide too cumbersome reporting or bear the costs associated.
	Ariane Rodert

Coordinator of the EESC project on Social Entrepreneurship

Member and Vice-president, Group III EESC

EESC Observer to the GECES
	


Rue Belliard/Belliardstraat 99 — 1040 Bruxelles/Brussel — BELGIQUE/BELGIË


Tel. +32 25468320 — Fax +32 25468311


E-mail: � HYPERLINK "mailto:SocialEnterprise@eesc.europa.eu" �SocialEnterprise@eesc.europa.eu� — Internet: � HYPERLINK "http://www.eesc.europa.eu" ��http://www.eesc.europa.eu�














