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Why do we
need legal
frameworks?

The purpose of adopting
legal frameworks is to
help clarify what a social
enterprise is, facilitate
access to finance and
markets, and create growth
opportunities.

What is the manual about?
Designing legal frameworks for social enterprises is a manual
that provides policy makers with policy guidance to design
and implement effective legal frameworks to promote social
enterprise development. It lays out the fundamental steps
related to the life cycle of legal frameworks and raises the
questions that policy makers are likely to encounter in the
design and implementation process. It also identifies potential
criteria to assess legal frameworks performance.
The OECD conducted consultations with more than
80 experts, policy makers and stakeholders from
10 European countries1. Useful country examples,
of legal framework practices and experiences
are included in the manual to unveil challenges,
gaps and opportunities countries encountered in
regulating social enterprises.

What are social enterprises?
Social enterprises are entities that twin economic activities
with a social and, increasingly, an environmental mission.

They have inclusive and a participatory governance –
multiple actors, such as employees, volunteers, donors,
funders or users, can have a say in business decisions.

They combine economic and social goals, providing
products and services that address unmet needs.
They operate in an entrepreneurial and innovative way to
create social value.
They reinvest their profits in the business to achieve social
objectives and create further benefits for stakeholders.

Social enterprises use a number of legal forms and
legal statuses that include, for example, associations
or cooperatives. They operate mainly as small and
medium-sized entities in many different sectors.

Social enterprises work in many different sectors

Health and
social services
Poverty, work integration,
social inclusion

Construction

Trade and retail

Culture and Media

Fair trade organisations,
local shops

Cinemas, theatres,
festivals, slow press
cooperatives

Sustainable
construction
material, passive
buildings

Manufacturing

Banks and
social finance

Tourism
Youth hostels,
ecotourism

There are many reasons why this manual
is useful and timely
Increasingly, countries are recognising the contribution
social enterprises make to economic and inclusive growth
as well as sustainable development.
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Regulating can raise awareness and give social enterprises
greater legitimacy, facilitating access to finance and markets.

Education
Schools, vocational
training institutions,
literacy programmes

While some form of legislation on social enterprises exists
in 16 EU countries and explicit policies or strategies to
boost their development exist in the other 11 EU countries,
policy makers recognise the need to amend and/or update
pre-existing legislation to address current shortcomings and
facilitate future social enterprise development.
It therefore makes sense to take a close look at the rationale
behind legal frameworks for social enterprises, what critical
factors go into legal framework design and what steps are
needed to ensure new legislation fully meets the needs of
social enterprises.

Energy
Renewable
energy community
initiatives
(REScoops)

Insulation equipment,
packaging, printing

Cooperative or mutual
savings banks

ICT services

Recycling

Mobility

Real estate

ICT providers and
support initiatives

Reuse and up/recycling
centres, textile recycling,
second-hand shops

Green and shared
mobility, bike-promotion
and repair initiatives

Housing coops,
community land
trusts, temporarily
occupied units

Food industry
Agro-ecology, short supply
food chains, cooperative
supermarkets or vineyards

And many
more...

1 Belgium, Denmark, France, Italy, Luxembourg, Netherlands, Poland, Slovakia, Slovenia and Spain.
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What does designing
legal frameworks for social
enterprises involve?

The manual outlines the development design process in
three phases and provides questions and answers to help
policy makers navigate the challenges that they are likely
to encounter throughout the regulatory design process.
Drawing on concrete examples from consultations with
more than 80 experts, policy makers and stakeholders from
10 European countries, the manual provides numerous
lessons learnt to help steer policy makers clear of preconceptions
that can undermine regulation efforts and flag good practices
for success.

Development
Phase

Scoping
Phase

Scoping Phase
Why and when to regulate
social enterprises
1 Why support social
enterprise development?
2 What is a social enterprise
and how to legally define it?
3 Why and when to regulate
social enterprises?

Development Phase
Crafting a policy-making
process and leveraging legal
and fiscal tools
4 Securing a successful
policy-making process
5 Achieving consensus and
co-ordinating policy
6 Ensuring stakeholder
inclusion
7 Regulating social enterprises:
trends and options
8 Leveraging fiscal policy for
social enterprises

Evaluation Phase
Assessing the performance of
legal frameworks and adapting
them to evolving needs
9 Assessing legal framework
performance
10 Adopting a dynamic
perspective of legal frameworks

Evaluation
Phase

Lessons learnt
The need for social enterprise regulation is context-based:
motives and outcomes of legal frameworks should reflect
local conditions.
It is important to consider the timing of new legislative
proposals in relation to election cycles, changes in
government and other areas that could contribute to
shifting political preferences.
Gaining political support and building consensus among
elected officials, governments and stakeholders for legal
frameworks is a challenging but necessary step.
Engaging with a diverse array of stakeholders helps develop
legal frameworks that meet the real-world needs of social
enterprises.
Sustained engagement by policy makers across
government is vital for the long-term success and
adaptability of legal frameworks.
Though it may be convenient in the short run, top-down
development of legal frameworks without stakeholder
consultation is risky and can undermine their effectiveness.
Legal frameworks that do not leverage fiscal policy often
lead to underused legal forms and statuses.
Legal framework performance assessment ensures that
social enterprise regulation is easy to understand, in line with
international guidance and good practice, and legally feasible.

Better Entrepreneurship Policy Tool
In complement to this Manual, the Better
Entrepreneurship Policy Tool, developed in
collaboration with the European Commission,
has been designed for policy makers and other
interested parties at local, regional and national
level who wish to explore how public policy can
support the development of social enterprises.
A section of the tool is dedicated to the design of
enabling legal and regulatory frameworks.
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