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Executive summary
Social businesses represent at the European level one of the main drivers of sustainable development,
both economic and social. In the last twenty years, the social enterprises and social entrepreneurs
become more visible at EU level, their role in social inclusion, sustainable development, community
development, ethical business being recognized. Considering all the benefits of the social businesses for
the communities/ society and their characteristics, there is a specific need for a better support to their
development both in terms of funding opportunities to which they have access and in incubation/
acceleration services.
In Romania, there are few incubation opportunities for social businesses, but their services are rather
poor and not well tailored to social business’s needs. Due to the fact that main funds for social
enterprises development are those from European Social Fund, the most developed services for their
incubation are those dedicated to their start-up and early development. However, the range of
incubation services offered to these social enterprises in start-up phase is quite limited due to the
requirements of the programme (Operational Programme Human Capital) which is mainly focused on
the social inclusion of vulnerable groups through social enterprises. The other programmes dedicated to
the development of small and medium enterprises do not take into consideration the social businesses.
The spectrum of incubation services for social businesses is at an early stage of development due to the
poor understanding of the concept in the society and among the main stakeholders in the field (business
sector, business incubators, decision makers, etc.). To develop the social business‘s sector in Romania
there is a need to increase the capacity of business incubators/ accelerators to provide services for it.
One of the main problems is the poor capacity of business incubators to provide services for social
enterprises.
The policy brief proposes some policy recommendations for the development of incubation services for
social enterprises based on the results of an extensive analysis on social incubation in Romania. These
policy recommendations include development of regional incubators and accelerators for social
enterprises, a specific axe within operational programs that support the development of local incubators
for social enterprises that include also co-working spaces, diversification of the range of incubation
services offered to social enterprises within the funding programmes (mainly Operational Program
Human Capital).
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Introduction
Within an European and national context marked by a variety of challenges in economic sector and the
need for more community-oriented entrepreneurs/ companies, in the public discourse it is discussed
more and more about social entrepreneurs/ social enterprises/ social businesses. In the last ten years,
European Union has emphasized the importance of social enterprises in the development of the
communities, societies and of a new way of doing business more responsible and sustainable.
The problem addressed through this policy brief is represented by the poor development of incubation
services for social business in Romania. This poor capacity of incubation services for social businesses
represents one of the main challenges for the limited development of this sector in Romania.
In Romania, in the last years business incubators that provide a wide range of services for companies
from co-working spaces, counselling to business competitions, network and so on have been developed.
Their services for companies have been improved and adapted to the needs of national entrepreneurs.
In addition, they propose new services and methods of business incubation starting from the
experiences from abroad. Instead of this, the incubation services for social businesses (e.g. social
enterprises, cooperatives, NGOs, mutual) were developed at a low level and only in case of public or
private funds for social enterprise/social entrepreneurs start-up.
The main causes of the limited development of incubation services for social businesses are: poor
understanding of the characteristics of the social enterprises among policy makers, business sector and
business incubators; insufficient knowledge of the social businesses’ needs for development; poor public
support for social businesses (no fiscal incentives, no public campaigns, low support for the
development of social enterprises within the public institutions); association between social enterprises
and inclusion of vulnerable groups; lack of continuity in funding programs for social enterprises’ start-up
and post-start-up; limited range of incubation services allowed to be provide through projects financed
by public funds (which represent the main funding source for finance social enterprises start-up).
In the absence of incubation services for social businesses, their development will be much more
difficult and achieved in a much slower way. In order to develop, social businesses need adequate
funding in both the start-up and post-start- up phases, as well as incubation and acceleration
programmes that increase their capacity to supply products and/ or services, streamline their work and
support them in implementing social objectives. Although progress has been made in Romania in recent
years in regulating the activity of social enterprises, the related legislation (fiscal incentives, acquisitions
with reserved contracts) which would help increase the capacity of the sector is still underdeveloped or
implemented. At the same time, public sector development initiatives are greatly centered on the
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development of social enterprises as tools for inclusion into the labour market of people from deprived
groups and for increasing employment.

About the study/ project
The study Models of incubation of social businesses in Romania aims to analyze the mechanisms and
services of incubation and acceleration for social businesses based on their development needs and the
main challenges they face. It is the first study dedicated to the analysis of incubation services and
methods for social businesses in Romania that have as objectives:
1) Identification of incubation models for social entrepreneurs and social enterprises;
2) Identification of services provided by organizations carrying out incubation and accelerated activities
for social entrepreneurs and social enterprises;
3) Analysis of the needs of social entrepreneurs/social enterprises.
The social incubation patterns in Romania were analyzed through an extensive methodology that
includes various data collection methods:
-

desk review, secondary data analysis, public policy analysis;

-

in-depth interviews with social enterprises representatives (12), business incubators (4) and
case studies with business incubators (4).

Study results
According to the data in Romania, there are more than 10000 entities (associations and foundations
with economic activities, cooperatives, mutuals) that could be considered social enterprises (10236)
with more than 44000 employees (44690) (CSDF, 2017; European Commission, 2019). According to the
data provided to CLNR by AMPOSDRU, 1339 social enterprises were set up through European funds by
the end of 2015. In the National Register for Social Enterprises administered by ANOFM, at the end of
March 2020 a number of 134 social enterprises were included, out of which 17 were social inclusion
enterprises. The number of certified and registered social enterprises represents about 10% of those
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whose set up was supported by the Operational Programme for Human Resources Development during
2008-2015. Lack of fiscal incentives and limited support offered to social enterprises made many not to
register in the National Register for Social Enterprises.
The study Models of incubation of social businesses in Romania shows that the incubation and
acceleration programs developed in Romania offer most of the types of services that are typically
offered by business incubators: training and support for basics of entrepreneurship, network
opportunities, assistance for marketing and research, support for the financial management of the
business, developing skills for successful participation at calls/bids, access to resources, identifying
strategic partners and investors, access to mentors, assistance for selling.
The most common types of services and opportunities that are offered to social enterprises are the
following: counseling and mentoring, training for the basics of entrepreneurship, networking, accessing
funds (including European ones) for developing businesses.
The type of incubated businesses depends very much on their donor. Social businesses supported by
European funds must also aim at the social inclusion of people from vulnerable groups because they are
considered an instrument of social and professional inclusion. Thus, the incubation process should also
include consultancy regarding the employment of people from vulnerable groups (young NEETs, Roma
people, disabled people, long-term unemployed, etc.). The services offered included: training in the field
of social entrepreneurship, mentoring, consultancy, companionship in the implementation of the
business plan.
The qualitative research carried out highlighted two main needs that are not covered by incubation
procedures and processes, as implemented: the connection with public authorities and the spaces
properly equipped for the development of a business. Physical spaces dedicated to social incubators or
accelerators are extremely few, most of the activities offered take place in competitions/editions of
programmes without being a permanent form by which they are provided. The lack of permanent
sources of funding dedicated to social businesses makes incubation services not sufficiently developed.
The analysis of the business incubators indicates that in incubation and acceleration programmes, there
are underdeveloped or lack services such as: access to bank loans, guarantee programmes, loan funds,
support for intellectual property rights and aid with "business etiquette", support for compliance with
the regulations in force.
The concept of business incubator is a new one in Romania, which is why there is no legal regulatory
framework for this type of activity. Although there is a need for public support for incubation dedicated
to social entrepreneurs in order to develop also services tailored to their needs and characteristics of
business. The social business incubators in Romania are in an early stage of development.
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Crowdfunding is at a very low level in Romania due to insufficient development of specific mechanisms,
in particular the funding with rewards and funding with shares. This development of crowdfunding
mechanisms cannot be achieved in the context of a limited understanding and unclear regulation of
their activity.
For further development, Romanian social enterprises need the following:


















adequate funding while they are set up and after. The lack of the predictable and substantial
financial resources allocated to social enterprises significantly hampers their development;
additional funding through crowdfunding. This type of financing is very limited in Romania
because of insufficient development of its specific mechanisms, including funding with rewards
and with shares. The lack of clear regulations inhibits most types of crowdfunding activities, with
the notable exception of funding through donations;
incubation and acceleration programs aiming to increase the capacity of social enterprises for
product and services supply, to increase their efficiency, and to assist them in implementing
social objectives;
proper legislation, including connected laws and regulations. Even though during the last couple
of years Romania has made significant progress in terms of regulating the activity of social
enterprises, many of the connected laws and regulations (including fiscal facilities and
acquisitions with reserved contracts) that would enable further development of the sector are
insufficiently developed or implemented;
a broader focus of the public initiatives for developing the social entrepreneurship sector. The
vast majority of these initiatives are centered on instruments for inclusion on the job market of
the members of disadvantaged groups and on increasing employment, and too few on other
types of instruments;
wider access to banking loans, guarantee programs, and loan funds;
support for acquiring intellectual property rights;
support for developing a high-quality organizational culture and working procedures;
support for learning business ethics;
better physical space. There are very few proper physical spaces for social incubators and
accelerators that are available for long term use;
support offered by public institutions. Part of the reason is the limited understanding of the
domain and its importance among the public sector employees. In addition to changing their
perspective, it is necessary to improve the capacity of public institutions to offer information to
and about public enterprises, to offer them support for their product and services development,
and to create proper platforms and forums for exchange of ideas;
better understanding of the functioning of the sector in Romania. It is necessary to conduct
further studies that assess its determinants and trends.
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Policy implications or recommendations
To be able to deliver a better development of incubation and acceleration programs for the social
business environment, Romania needs to create a legal framework and common policies. This legal
framework and common policies should have as groundwork the current practices that are prevailing in
the social entrepreneurial environment. If such a legal framework would not be adopted the
development of the social entrepreneurship sector will happen much slower and will become
disproportionate to the needs of the society. A legal framework, if adopted, will be able to lay out a
specific set of rules and regulations that will ease and encourage the business environment to be more
involved in social matters. Also, the existence of such a policy would come with a set of guidelines about
the proceedings of launching a social business. The main purpose of this policy should be around the
idea of responsibility of the company to keep those characteristics that define it as a ‘’social business.’’
For the further development of Romanian social enterprises, a joint effort that promotes connectivity
needs to be established – both horizontally (between social entities and disengaged citizens) and
vertically (between the social entities and the government). The business environment needs to be
encouraged to engage further and have a greater impact on the social aspects of their business, and on
a longer term. Accordingly, more awareness and open communication between the layers of the nation,
would be achieved, that will lead to a better functioning system among the government and social
society. There is a need to improve the capacity of public institutions to provide information about and
for social enterprises, to provide them with support both for the set up and especially for the
development of their products and services, to create a space for the exchange of ideas, etc.
In terms of crowdfunding, Romania should adhere to the already existing European framework
(European crowdfunding service providers (ECSP) for business 2018/0048(COD))1. This could benefit
both the government and the actors of the civil society in terms of European cooperation, cross border
service and networking among social stakeholders. Social companies can have difficulties in accessing
funds and other traditional sources of funding like bank loans or governmental financial assistance;
however, by using digital means and other transnational channels they could contract external funds
and offer their services across the European Union.
In order to help accelerate the development of the social business environment at a more rapid pace it
is necessary to conduct further research, studies, and collection of data to determine future patterns
and trends. This data should be interpreted by all interested parties, in terms of creating open
1

Proposal for a REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL on European
Crowdfunding Service Providers (ECSP) for Business, https://eur-lex.europa.eu/procedure/EN/2018_48
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communication targeted towards solving systematic problems and developing a more sustainable social
entrepreneurship environment.
In the case of projects funded by the POCU, the following are necessary:
●
●
●

●

extension of the types of eligible incubation activities offered to social enterprises;
greater flexibility in incubation services offered to social enterprises so that they can be
customized according to the specifics of each entity;
wider range of support services offered to post-set-up social enterprises – including
accompanying, support in the implementation of the promotion/sales strategy, in the selection
and management of human resources (especially that of vulnerable groups);
a development of support services for the recruitment and retention of vulnerable people in
social enterprises – the condition relating to the employment of people from vulnerable groups
is quite difficult to achieve because it requires tailored workplaces for disabled people, it
requires workplaces that do not involve a high level of skills if people with a low level of
education are employed, etc. There are no consultancy services to maintain and motivate
people from vulnerable groups in social enterprises.

To develop the incubation services for social businesses in Romania, the public authorities should adopt
some specific measures:
1. to finance the development of regional incubators and accelerators for social enterprises. These
incubators could be developed by public institutions or private ones and their aim will be to
provide services for social enterprises start-up or development: training, help for basic elements
in entrepreneurship, networking opportunities, marketing and research support, support for
financial management of the business, development of presentation skills and participation in
auctions/competitions, access to resources, identification of strategic partners, business angel
and investors, access to mentors, consultancy for trading, access to bank loans, guarantee
programmes, loan funds, support for intellectual property rights, support for the creation of an
organizational culture and working rules inside and outside the social enterprise, support for
compliance with the regulations in force. The regional incubators will have specific activities for
promotion of social enterprises’ activities between business sector and general population in
order to sustain their activities. They could administrate various grant schemes for social
enterprises based on their specific needs in the region and could make partnerships with
financial institutions to offer credits for new products/services developed by social enterprises;
2. to create a specific axe within operational programs that support the development of local
incubators for social enterprises that include also co-working spaces. These co-working spaces
represent one of the main needs mentioned by social enterprises;
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3. to diversify the range of incubation services offered to social enterprises within the funding
programmes (mainly Operational Program Human Capital);
4. to include a specific action for social enterprises in the programmes dedicated to small and
medium enterprises.
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