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Executive summary 
Social franchising is a new phenomenon that has created remarkable growth in some 
social enterprises. We have successfully identified 63 franchisors in Europe. Most 
social franchises are relatively new and have thus grown relatively rapidly, with 40% 
having established their first franchise in the last five years and over 80% in the last 
ten years. We estimate that they have created at least 10,000 jobs in the social 
economy. 65% of their employees are disadvantaged in the labour market. Social 
franchises trade in a variety of sectors, reflecting the range of activities in which 
social enterprises and social cooperatives are involved. 

A successful social franchisor goes through three basic steps; pilot, development and 
expansion. The second phase, development, is very difficult to finance for the 
majority of social franchisors. In other words, this phase is a bottleneck for the 
growth in jobs by means of social franchising. 

In our studies, we have found that the average cost of the development phase for the 
social franchisor is €150,000. The main source of funding was the European Social 
Fund; mostly Equal, but this is a programme that now no longer exists and it has not 
been replaced. For the first franchisees, the investments and contributions in kind 
made by members of the new enterprise are most significant. National and regional 
grants constitute one fifth of the capital. And the European Social Fund contributes 
more than 10% of the capital required. 

In the third, expansion, phase, for the first time debt (loans) and equity finance are 
significant for the social franchisor. Venture capital is the biggest source of finance 
for the franchisees. National and regional grants and the European Social Fund are 
very important, together constituting more than 25% of the investments.  

There is little knowledge about social franchising within the ecosystem for social 
enterprises – there is even suspicion – even though the model has been shown to 
combine empowerment and small-scale enterprise with growth and systemic impact. 
To bridge the financial gap encountered in the development phase, it is proposed:  

1. To deepen knowledge of how social franchisors are financed and to facilitate 
cooperation about models for financing. One way this can be done is to carry out 
more detailed studies than we have previously had the opportunity for. Field 
studies will be able to contribute to knowledge of arrangements with external 
investors in a not for profit distribution structure. 

2. To develop solidarity and networks between existing social franchisors. A 
network of entrepreneurs who share and develop a knowledge of social 
franchising can be a decisive agent in the development of the method.  

3. To create a Code of Conduct, enabling franchisors to develop a quality standard 
that can overcome resistance and doubt and that can make social franchising 
even more effective. 

4. To develop the opportunities for financing by ESF, ERSF and National 
programmes and funds to facilitate the financing of the development phase in 
social franchising. This could be done to advantage in partnership with 
investors. 
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Preface and background 
A spectre is haunting Europe – the spectre of social enterprise. And it is 
followed by a little sister – social franchising. The challenges faced by Europe 
in the 2000s, with a market economy has shown that is not capable of dealing 
with things people really care about – work opportunities, social care, safety 
and an environment where mankind and other creatures can live without fear of 
extermination – has led to an interest in social businesses. Enterprises with a 
mission of resolving social, cultural and environmental needs have come into 
focus as market oriented and public organisations have demonstrated their 
limitations. Social enterprises are seen as organisations that could be the 
carriers for social innovations. 

Particular interest has been shown in working integration social enterprises 
(WISE). In several countries, they have shown the way to the labour market for 
excluded and vulnerable groups. The most successful examples of this type of 
social enterprise are the Italian social cooperatives and Swedish social work 
cooperatives. These have shown their ability to empower formerly excluded 
individuals due to their small scale and democratic organisational structure. 
But there are also many other models in Europe in which social enterprises are 
able to create decent working conditions for excluded groups with low formal 
qualifications. Most of these enterprises have their origins in the struggles of 
their beneficiaries themselves and are applications of the principles of self-help 
and solidarity. 

But social enterprises, and in particular WISE, are miracles. They are mostly 
established by people with no former experience of business, and sometimes 
without any work experience at all. They are seldom considered as a good 
investment. Many are established in sectors where there are generally low 
profits. 

If social enterprises are to play a decisive role in the European Union’s 
strategies for Europe 2020, where the goal is growth for all, including an 
economy with high employment and financial, social and territorial solidarity, 
these miracles must be repeated many times. 

Social franchising is one way to multiply the number of social enterprises, and 
thereby provide more employment opportunities. This report is a summary of 
the lessons learned during 2011 and spring 2012 by a working group in the 
Better	  Future	  of	  Social	  Economy	  (BFSE)	  project	  led	  by	  the	  undersigned. 

The	   learning	  network	   for	  Better	  Future	  of	   Social	  Economy	   (BFSE)	  was	  a	  
project	   by	   seven	   EU	   member	   states	   and	   regions:	   Poland,	   Belgium	  
(Flanders),	   Sweden,	   the	   Czech	   Republic,	   Italy	   (Lombardy),	   the	   UK	  
(England)	  and	  Finland.	  These	  members	  were	  represented	  by	  national	  or	  
regional	   authorities	   and	   their	   experts.	   In	   addition	   to	  participation	  of	   the	  
core	  partners,	  ESF	  Managing	  Authorities,	  other	  public	  authorities,	  experts	  
and	   social	   economy	   representatives	   at	   the	   local,	   regional,	   national	   and	  
European	  level	  participated	  in	  the	  project.	  The	  leader	  of	  the	  transnational	  
partnership	  was	  the	  Ministry	  of	  Regional	  Development	  in	  Poland.	  	  
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The	   Swedish	   ESF	   Council	   and	   the	   Swedish	   Agency	   for	   Economic	   and	  
Regional	  Growth	  were	  delegated	  the	  responsibility	  for	  leading	  the	  work	  on	  
social	   franchising	   and	   they,	   in	   their	   turn,	   gave	   me	   the	   assignment	   to	  
perform	  the	  work.	  
We established a working group to cooperate closely with the European Social 
Franchising Network (ESFN), which was already an established collaboration 
in which several franchisors were active. The working group consisted of 
myself, Sven Bartilsson, together with Keith Richardsson, Economic 
Partnership (UK); Pernilla Svebo Lindgren, Vägen ut Kooperativen (S); Renate 
Goergen, Le Mat (I); Michael Berriman, Commonwheels (UK); Guy Turnbull, 
CASA (UK), and Jan Svensson, Coompanion (S). 

During the work, various representatives for several other franchisors have 
participated in seminars and discussions. These were Komosie/Kringelwerk 
(B), CAP Markt/GDW-Süed (D), Barka (PL) and Fietzenwerk (F). Other 
players, such as financers and support organisations have also participated and 
contributed to the results. Nevertheless, neither the working group, franchisors 
or agencies that made the assignment can be held responsible for the 
conclusions presented. 

One positive result of the BFSE’s work is the strengthening of the cooperation 
and network between social franchisors in Europe and the fact that social 
franchising has received more attention. 
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Social franchising – a social innovation 

Social franchising – a new term 

Social franchising is primarily a method for transferring knowledge from one 
established social enterprise to another that wants to achieve the same social 
and financial goals. The term is used in many different ways and there is no 
obvious definition. For example, the term has been applied in particular in the 
field of health care in developing countries. It is also used when traditional 
companies that use franchising, for instance Ben & Jerry’s, allow a local social 
economy organisation to be a franchisee. 

There are also a number of methods for replication that are not social 
franchising. Licensing is one method that does not involve the same 
commitment for the parties as franchising. Documentation of successful 
business activities is also sometimes spread by the provision of handbooks for 
those who intend to start a new business, but with no long-term commitment 
between the parties.  

There is also cooperation concerning quality, with mutual quality assurance. 
One of the largest examples of this type of cooperation is Conzorzie Pan in 
Italy. 

In just four years, PAN has successfully built 140 new infant schools with 
4311 available places and 943 new jobs. 

PAN offers planning and start-up assistance to organisations and people 
interested in establishing new types of services for children in the form of 
social enterprises. It also offers financial tools designed to support the 
company’s investment decisions.  

A guaranteed quality trademark is given to all social enterprises that are 
members of PAN and have quality assurance tools, including the “Guidelines”, 
which form the knowledge and educational milestones for the services 
provided. 

 

In our work, we have defined social franchising as follows: 

• In a social franchise both the social franchisor and franchisees are social 
enterprises (i.e. businesses that trade and have a social purpose) sharing the 
same values.  

In a social franchise there is: 

• An organisation that replicates a social enterprise business model – the 
social franchisor. 

• At least one independent social franchisee that has been replicated by the 
social franchisor. 

• A common brand under which the social franchisees operate. 
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• An interchange of knowledge between members. 

• An agreement that regulates rights and obligations and secures the 
sustainability of the franchise as a system. 

 

Social franchising in Europe  

Through our research, we identified 63 social franchises across Europe. They 
are spread across Europe and exist in 12 European countries. The UK leads in 
terms of numbers of social franchises with 31, followed by Germany with 11. 
A list of these social franchises and aspiring social franchises is provided in 
Appendix 1.  

Ten of these 63 social franchises are still not confirmed as franchises. It may be 
that they have a model which is not within a more strict definition of 
franchising or do not perceive themselves as franchisors. However, we feel that 
there are more social franchisors than those we have identified. As our research 
was conducted in English, we may have missed some existing franchises in 
countries such as France or Spain. 

We implemented a web-based questionnaire during spring 2011, at which time 
we had already identified over 50 possible social franchisors. 19 social 
franchisors operating 20 social franchises (one organisation provided results 
for two social franchises) and four aspiring social franchises responded and 
completed the survey. 

Social franchises are having a significant impact. The results for the 19 existing 
social franchises show that:  

• They employ 6766 employees. 
• 65% of their employees are disadvantaged in the labour market (e.g. have a 

disability). 
• They have a combined turnover of €200 million. 
• They have in total 324 social franchisees and the average social franchisor has 21 

franchises. 
As with all enterprises, a number are significantly bigger than the rest. 
Komosie’s De Kringwinkel recycling shops and refurbishment business 
employs 3861 people; Cap Markt supermarkets employ 1200, whilst the 
smallest social franchise employs 1 person. 

Turnover follows a similar pattern, with Cap Markt having the largest turnover 
(€115,000,000) which reflects the nature of its business (Retailing) 

Extrapolating from our sample, the total population of social franchises in 
Europe can be assumed to employ at least 8000 people and to have a turnover 
of €300 million, if we assume that the median of 27 employees and €2.3 
million is valid for all identified franchises. If we use the average of 373 
employees and €11 million the total number of employees is over 22,000 and 
the turnover over €600 million.  
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Taking into consideration the fact that we have not identified all social 
franchisors in Europe and that we know that some of them did not respond, we 
can assume that there are over 10,000 employees in the social franchise sector 
in Europe. 

This makes them a significant part of the European social economy.  

What do they do? 

The diagram below sets out the areas in which the social franchises trade. 
Combining all relevant areas, environmental activities are the largest trading 
area (11) followed by health and social care (5). The majority of the 
respondents were in service provision (20) with 4 involved in retailing. None 
were involved in manufacturing. This pattern largely reflects the range of 
activities in which social enterprises and social cooperatives are involved. 

 

 

 

 

Accelerating the growth of social enterprises 

One of the key aims of the social franchising approach, mentioned by 50% of 
the social franchisors as a reason for developing a social franchise, is to 
provide for more rapid growth of social enterprises.  

“It has taken us 10 years to develop a community-based professional mental health 
service that is able to win contracts from public sector clients and meet professional 
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standards and this has been replicated in a format that, with training, can enable 
qualified franchisees to get fully operational and set up in 12 months.” 

Evidence from the survey indicates that the promise of rapid growth is 
beginning to be realised. Most social franchises are relatively new and have 
thus grown relatively rapidly, with 40% of our sample having established their 
first franchise in the last five years and over 80% in the last ten years.  

This growth might be expected to be exponential in that in the early years 
establishing a new social franchise is more difficult and there is less demand 
for an unproven model that is not well known. 

Looking at more established social franchises like CAP Markt in Germany 
indicates that the possibility of rapid exponential growth can be achieved. CAP 
Markt opened its first supermarket in 1999 and opened its second in 2000. 
Thereafter each year saw, on average, more and more CAP Markts being 
opened with 11 being opened in 2010.  

	  	  	  	  	  	  	  	  	  

	  

Number	  of	  employees	  in	  Cap	  Markt	  

The above graph shows a classical exponential growth curve for employment 
in Cap Markt (the number of disabled employees is in green). 

As many of the social franchises are still relatively new (less than five years 
old), it might be assumed that even if no new social franchises were created the 
employment potential of those that exist is very large. 

Success factors 

There are a number of success factors required in order to succeed as a 
franchisor. The eight factors below were formulated by some of Europe’s most 
successful social franchisors during a workshop in Genoa in 2011. 
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• A proven and replicable social business  

The starting point is that there is a well-established business concept. Success 
is measured both by success in reaching social goals and an ability to 
demonstrate profitability. The profitability must be such that the enterprise can 
also compensate the franchisor for his or her efforts. That it is replicable means 
that it has been possible to describe and standardise the most critical processes 
in the enterprise so someone else can perform them. Even if the original idea is 
dependent on initiative takers, the business has reached such maturity that the 
knowledge can be transferred to other individuals. 

 

The picture shows the aspects of a proven business that the franchisors must 
already have developed and the tools and processes that are developed in the 
replication process. The franchisor must develop services and determine the 
role of social values and how social aims should be fulfilled.   

• Social value is an added value, with a focus on service delivery! 

A social enterprise must, in the first instance, deliver quality services or 
products to its customers. Whatever the activity, the social enterprise must be 
able to compete with any other company in its sector. The fact that the social 
enterprise has social goals creates added value for customers. This social goal 
is, of course, completely fundamental as the social enterprise’s raison d’être, 
and it is essential that this goal is achieved.  

The experience of franchisors is that it is precisely by focusing on the quality 
of the service delivery that franchisors do the greatest good. Franchisees 
generally share these social goals, but the missing factor is knowledge about 
creating sufficient sales and satisfied customers. 

• A capacity for a slow initial growth.   
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The first steps, with the first franchisees, are often hesitant. Much is untested. It 
is necessary to be prepared for slow processes before the first start-ups become 
established. To begin with, the franchisor needs to have the capacity to start up 
the first units in parallel with the original business. 

• Careful selection of franchisees. Entrepreneurs required! 

Regardless of how good the franchise is, the wrong entrepreneurs can cause the 
business to fail. As the franchisor, the greatest influence on the future outcome 
of the business occurs during the choice of franchisees. For this reason, 
franchisors must have a clear picture of the type of franchisee they want, as 
well as how to guarantee that the franchisees are entrepreneurs capable of 
taking action. 

• A rooted network: values consistent in the network and with clear roles 

A franchise system, with franchisor and franchisees, is a network. As such, 
values must embrace everybody in the network. Franchisors are responsible for 
guaranteeing that the values are kept alive and developed. In contrast to 
informal networks, a franchise must have clear and unambiguous roles. The 
franchise agreement stipulates the fundamental division of labour.  

• Access to financial resources 

The franchisor must have, or must create, financial resources in order to 
develop the concept. Experience shows that social franchisors alone have 
problems finding the financial assets that are needed for start up. For social 
franchisors, it is critical to establish channels or solutions so they and the 
franchisors do not lack funds for the necessary investments. It is altogether too 
optimistic to believe that everything will work out for the franchisees, 
particularly at the start of a concept, since the brand will not necessarily open 
the necessary doors for the franchisee. 

• Remain true to your social mission 

It is easy to lose sight of social goals when an enterprise expands. As demands 
from employees, financiers and other stakeholders increase, so many other 
aspects become important for survival. For social franchisors, success in 
achieving their social goals is critical. These are what the franchisees bought 
into and they are the organisation’s unique competitive advantage (a part of the 
Unique Selling Point).  

•Mutuality and community of practise 

Franchisors build a system for mutual exchange. A system with dissatisfied 
franchisees cannot survive, so the focus must always be on giving them good 
service. However, it is also important to build up solidarity in the system and to 
create understanding of, and preparedness for, change. The franchisors who 
succeeded best are those who succeeded in facilitating the exchange of 
experience between the various franchisees so that 1+1=3. 
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From social enterprise to social franchise 

The methodology is based on the commercial business franchise format, but as 
in all social enterprises there are other values that must be recognised when 
developing a social enterprise into a social franchise. As we can see in the 
success factors formulated by the social franchisors themselves, some of them 
depend on the nature of the social enterprise and its values. 

Our social franchises have fairly different histories. The way they develop is 
dependent on the nature of the business, its origin and the values of the 
founders. The process can be described in three fundamental phases which 
always occur.  

Phase One – The pilot. 

The first phase is the establishment of the social enterprise from which the 
social franchise model will be developed. The number of years this will take 
can vary significantly. There are some examples where franchising has been 
developed within five years of the start of the first enterprise. This study does 
not focus on this stage of the development.  

Phase Two – The development phase.  

In this phase, the social franchise is established on the basis of the founding 
social enterprise. For most social franchises, this will mean codifying the 
learning from phase one and the development of the social franchise manual, 
quality systems, branding, business plans and so on. Quality systems will also 
be developed to monitor social franchises and to ensure consistency. Other 
elements will depend on the nature of the social franchise; thus for a care 
organisation, this might include care management systems or uniform designs. 
This stage is completed when at least one social franchise is established and 
trading successfully and profitably.  

An organisation to manage and support the development of the social 
franchise, the social franchisor, will also be set up and will become distinct 
from the founder social enterprise. The franchisor has not done this before and 
they must develop their skills as franchisors during this period. As a further 
part of the process, finding, evaluating and training a franchisee must be 
included in the concept and its manuals. Normally this is a phase where the 
entrepreneurs develop the quality of the processes and correct some of their 
less appropriate process and routines.This phase will take a minimum of one 
year, but is probably more likely to be a three-year process. During this phase 
some of our franchisors have used external expertise. 

 

AETES Environment provides cleaning services to 
businesses. The company started in 2009 by linking 
together Augias®, a company offering cleaning services, 
located at Yutz, in north-eastern France and A.S.P.P 
Association de Sauvegarde et Promotion de la Personne, 
an organisation focusing on helping people far away 
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from the labour market, disabled children, adults and 
families based in Augen, France. 

The reality of AETES is typical. Since the franchising 
concept at AETES is still in the start-up phase, it is run 
by one person. Jean Pierre Lloret is both manager and 
responsible for the set up and support of new franchisees. 
In addition he also provides administrative help if 
needed. “It	  is	  a	  lot	  of	  work	  but	  the	  start	  up	  is	  important	  
for	  the	  future.	  I	  want	  to	  give	  the	  new	  partner	  conditions	  
that	  are	  as	  good	  as	  possible.	  When	  up	  and	  running,	  the	  
franchisee	  needs	  to	  focus	  on	  the	  services	  he	  provides	  his	  
clients.”  

 

Phase Three. The expansion of the franchise, and growth. 

The third phase is the expansion phase. This can be said to occur when the 
social enterprise has proven its capacity as a franchisor. There are routines and 
experience that can be used for transferring knowledge to the franchisees. 
Thanks to the successes during the establishment phase, in this phase of the 
model financing is usually available both for the franchisor’s own expansion 
and for setting up new units. Input from the franchisees’ experience is 
integrated and the concept is developed. In this phase, a level of profitability 
arises in the franchise organisation after a year or two. In several of the 
concepts, it requires at least 4-6 franchisees for there to be long-term 
profitability and for the concept to be capable of delivering the service the 
franchisees can expect. 

 

Financing social franchises 

Early on, the working group expressed the thought that, based on its own 
experience, financing was a key issue for the development of social 
franchising. For this reason, we decided to carry out a survey. We examined 
how 13 social franchisors have been funded throughout their life time.  

The aim of the research was to get an understanding of how social franchises 
are financed. The research was carried out as a web-based inquiry, using the 
tool Quicksearch during November 2011.  

The questions were designed by the working group in the social franchise 
strand of BFSE, and tested first on selected social franchisors. 60 members of 
the Social Franchise Network were asked to fill in the form, and 13 of them 
responded to the inquiry.  

This was an exploratory study of some of the franchisors, and not a 
scientifically significant study. We merely attempted to gather some of the 
existing experience from this group. We have not had sufficient resources to 
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validate the results and we must make reservations regarding the results due to 
the quality of the answers given to us. 

We have included the conclusions of the discussion among a group of financial 
actors and social franchisors in Antwerp in December 2011. Participating in 
this discussion were representatives from Komosie, Cap Markt/GDW Sued, 
Commonwheels, Core, CASA, Vägen ut, Le Mat, FEBEA, Soficatra, Big 
Capital and the Polish Ministry for Regional Development. 

Our results, presented in point form and linked to the relevant development 
phase, are: 

Phase One - Pilot 

• There is a wide range of legal structures among the respondents, including 
consortia, Community Interest Companies with shares, Companies Limited by 
Guarantee, non-profit organisations, charities, etc. It was clear that legal 
structures affect the sorts of finance mechanisms open to the organisations. 

• The net asset on balance sheet, one year after the social enterprise started, 
was on average €104,000. 

• National and regional grants are the main source of financing for the first 
social enterprise. The European Social Fund was the second largest 
contributor.  

• The average cost of establishing the first social enterprise is €130,000. 

• 88% of social franchises used voluntary work, and other free resources 
during the start up phase. 

 

 

Phase Two - Development 

• The average cost of establishing the franchising model is €150,000. 

• The main source of funding was the European Social Fund; mostly Equal, but this 
is a programme that now no longer exists and it has not been replaced. 

• Sweat equity – different forms of contribution in kind – is the second largest 
source of funding for the franchisor. Members’ investments and regional and 
national grants are also important source of investments (e.g. Energy4all 
develop wind farms and encourage members to invest in the construction of 
the wind farm providing the equity). National and regional grants are much 
less significant in this phase than in phase one. 

• For the first franchisees, the most significant investments are those made by 
members of the new enterprise, including contributions in kind. National and 
regional grants make up one fifth of the capital. The European Social Fund 
contributes more than 10% of the capital required. 
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• 43% of social franchisors offer loans or other forms of finance to their 
franchisees – a low proportion compared to commercial franchises. One 
example of investment by the franchisor in the franchisee is when the 
franchisor owns 100% of the shares at the beginning of the franchise, and as 
the loan is paid back over a period of time the shares are released. 

• 100% of the franchisees use other ways of reducing their costs (e.g. 
volunteer time or free resources). 

Our research was essentially on social franchises that had been successful and had 
progressed beyond phase two. However, we believe that most social franchises would 
agree that this is the most difficult. From anecdotal evidence, this seems to be the most 
likely phase in which failure might occur. For example, Recycle-IT (a UK computer 
recycler) failed at this stage as it lacked the resources to establish social franchises and 
to maintain the founding social enterprise 

 

Phase Three - Expansion 

For the first time debt (loans) and equity finance are significant. Equity from 
social finance institutions, e.g. Bridges Ventures, a social investor, and the 
European Social Fund, were the main sources of finance for the expansion of 
social franchises. Member investment continues to be important for some 
organisations to provide equity. The level of national grants is low. 

• No franchisor in this phase uses leasing, compared with 25% using it in the 
first phase. 

• The average net asset on balance sheet, after the year the franchisor 
expanded was € 21,600. 57% of franchisors have venture capital. 14% have 
not raised the question of how an exit strategy should be offered. 43% of 
franchisors do not have venture capital.  

There are several models in use for the financing of individual new franchisees. The 
average net asset value on balance sheet of a new franchisee was €15,700. 14% of 
franchisees use leasing. 86% used ‘free’ money or resources from the public sector, 
volunteers, sweat equity and free advice (e.g. from specialist social enterprise 
advisors).   

• Venture capital is the biggest source of finance for the franchisees. National 
and regional grants and the European Social Fund are very important, 
together constituting more than 25% of the investments.  

The exit strategy for the venture capital is an issue for social franchisors. Different exit 
strategies were used. For example:  

• Simple repayment after 6 years, effectively making the venture capital a loan. 
• Deferred buy back of shares with, for example, re-payments starting 5 years after 

the investment was made and being completed in 8 years. 
• Straight-forward buy back of shares owned by the investors.  
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In our enquiry the responses regarding the need for finance from the franchisors 
were as follows: 

• 86% need loans from banks, for capacity building and working capital. 

• 86% need seed funding/risk capital. 

• 86% thought it was difficult to get loans from banks. The main obstacle to 
obtaining bank loans is the lack of understanding by banks of social 
enterprise, and the banks’ need for personal guarantees. 

Care and Share Associates (CASA) was established in 2004 to provide 
essential support services to older and disabled people, through developing a 
franchise network of majority employee owned social care providers. It is 
based on the award winning Sunderland Home Care Associates model, which 
has been delivering quality domiciliary support since 1994 (350 employees). 
CASA has developed 5 CASA franchise companies operating across six 
territories with 270 workers. 

Core funding for CASA in its development phase was provided by the 
European EQUAL-funded project INSPIRE, while each new business requires 
an initial investment of €175,000 from local funders and a commitment from 
the local authority to purchase a specified number of hours once the company 
is established. In addition, CASA has an ongoing relationship with a social 
finance provider, which has made loan agreements with each new unit to 
contribute towards working capital. 

CASA is now completely self-financing. Once franchise companies achieve 
break-even, they pay CASA a royalty/licence fee of 4.2% of their turnover. 

 

 

Phase 2: Development is a bottleneck. 

In answer to the inquiry’s open questions, several respondents expressed the 
opinion that the greatest difficulty was financing expansion. One respondent 
expressed it thus: “We need to reach a high number of franchisees in order to 
become sustainable as a franchisor. The social franchisees are weak and so the 
franchising processes is very slow if there is no development money we can 
provide to them. We would need a huge European project to develop more 
quickly, and with more risk capital in order to more quickly reachthe limits for 
possible break-evens.” 

There is one particularly important bottleneck during the development of social 
franchising. This is the financing of the franchisor in the development phase. 
The process of becoming a social franchisor, as we described earlier, consists 
of three fundamental phases.   
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The first phase has its own problems. However, in this case, they are not the 
franchisor’s problem, but rather the same difficulties faced by all social 
enterprises. Several of the enterprises we looked at – and we know from 
experience that this is common – started in the form of projects financed by 
ESF and/or national programmes. Naturally, there large amounts of unpaid and 
voluntary work are required in order to get started, as in the majority of small 
enterprises. There are project funds available for establishing social enterprises. 

The third phase is characterised by the fact that the franchisor has shown that 
there is a functioning business concept and that he or she has succeeded in 
creating a franchise concept. As a rule, this also means that there are 
documents and other material that presents the business plan and its realism. 
We have learned that there is willingness among social investors to contribute 
capital in this phase. The franchisors express a need for more capital, but in 
reality they have also succeeded in obtaining risk capital. (More about exit 
strategies below.) 

Phase two, the development phase, is the bottleneck. During this phase, the 
future franchisor has to continue running the original business and, in parallel, 
develop the tools needed as a franchisor in order to support the first 
franchisee’s hesitant steps. Individual social enterprises have succeeded in 
building up their own capital in order to be able to invest in new businesses 
with their own resources. We believe the majority lack their own resources 
and, perhaps even the will to risk these on spreading their social benefit to 
other places. 

It is clear that the most successful concept, CAP Markt, was established by an 
organisation with great resources, GDW-Süed, which had its own resources for 
investment in the development phase.  

Ten of the franchisors had funds from Equal in order to expand. Several had 
been able to use national funds, which can be found in a number of countries. 
In the UK in particular there are many funds available for the development of 
the social economy. 

Unlike	  many	  social	  franchises,	  the	  business	  operation	  of	  the	  biggest	  social	  franchisor	  in	  
Europe,	  KOMOSIE,	  predated	  the	  formation	  of	  the	  franchise.	  In	  the	  early	  1990s	  a	  
number	  of	  second-‐hand	  shops	  were	  set	  up	  to	  provide	  employment	  for	  disadvantaged	  
people	  –	  at	  that	  time	  there	  were	  14	  organisations	  with	  15	  shops.	  However,	  they	  began	  
to	  recognise	  that	  they	  were	  facing	  increasing	  competitive	  pressures	  and	  that	  they	  
needed	  to	  speak	  with	  a	  common	  voice	  when	  talking	  to	  government.	  

They	  accordingly	  came	  together	  in	  1994	  as	  a	  federation	  (KVK	  –	  Koepel	  van	  Vlaamse	  
Kringloopcentra)	  and	  from	  this	  set	  up	  KOMOSIE.	  With	  a	  three-‐year	  grant	  of	  €50,000	  
per	  year	  from	  a	  philanthropic	  foundation,	  they	  developed	  the	  brand	  of	  ‘De	  
Kringwinkel’	  which	  65%	  of	  their	  members	  adopted	  on	  its	  launch	  in	  2002.	  Now	  95%	  of	  
their	  second-‐hand	  shops	  in	  Flanders	  are	  branded	  De	  Kringwinkel.	  

Over	  time,	  KOMOSIE	  provided	  more	  and	  more	  support	  to	  those	  operating	  under	  the	  
Kringwinkel	  brand.	  It	  developed	  a	  shop	  format	  to	  improve	  shop	  layouts,	  provided	  
marketing	  support,	  created	  quality	  standards	  and	  carried	  on	  a	  range	  of	  other	  activities.	  
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Although	  KOMOSIE	  did	  not	  recognise	  it	  at	  the	  time,	  they	  had	  effectively	  set	  up	  a	  social	  
franchise	  with	  members	  paying	  KOMOSIE	  to	  manage	  the	  Kringwinkel	  brand	  and	  to	  
provide	  support	  to	  its	  members.	  

This	  support	  transformed	  the	  impact	  of	  members	  and	  led	  to	  the	  rapid	  growth	  of	  the	  
Kringwinkel	  brand.	  	  

When	  KOMOSIE	  and	  the	  Kringwinkel	  brand	  was	  set	  up,	  the	  39	  organisations	  ran	  93	  
shops	  with	  a	  turnover	  of	  €14.2	  million	  and	  employed	  1,831	  people.	  Now	  they	  employ	  
3,861	  people	  and	  have	  a	  turnover	  of	  €28.5.	  

If more social enterprises are to start up by means of social franchising, the 
question of how financing is to be made available for phase two must be 
addressed. There are without doubt several ways. Many can contribute. And, as 
so often, it is both a possibility and an advantage to combine inputs. This 
means that the risk is shared by more investors. We will consider how below. 
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The ecosystem of social franchising 
One of the questions we included in our study, which we asked via managing 
authorities and directly to social franchisors, was how the support of social 
franchising is manifested. The question is whether there is an “ecosystem for 
social franchising social enterprises”.  

Knowledge of social franchising is low  

Social franchising is a new method and knowledge and awareness of it is 
generally at a low level.  

The fact that there are many interpretations of the concept could be an obstacle 
to the development of know-how and for the ability of organisations to take 
strategic decisions on social franchising. 

Many social enterprises that are franchisors do not recognise the concept, and it 
is not a well-known solution. With greater awareness of the possibilities of 
social franchising and with less confusion about the concept we feel that there 
could be greater interest among social entrepreneurs for social franchising as a 
strategy for growth. 

Social enterprise support agencies  

Because social franchising is a new phenomenon, there has not been a great 
deal of support directly designed to help social enterprises become franchisors. 
Our understanding is that there are on the whole more efforts aimed at the start 
up than the growth of existing enterprises. 

Despite the fact that the interest in social franchising is recent, there are some 
initiatives to develop social franchising. In the UK (e.g. Social Enterprise UK) 
and Sweden (Coompanion Göteborgsregionen) social enterprise agencies have 
run programmes directed at potential franchisors. In Poland and Italy there 
have been projects to promote social franchising. 

But in general, there is a lack of support and know-how is low among support 
agencies. Several franchisors have had recourse to consultants from the 
traditional franchise industry.   

Support programme 

The franchisors studied have to a large extent been financed through various 
grants from European and national programmes and funds. The “pilot” social 
enterprise, the first phase has often been funded by the European Social Fund, 
which was the second largest contributor.  

For the franchisors’ work in the development phase the European Social Fund 
– mostly Equal – is the biggest source of funding and the fund contributes 
more than 10% of the capital required by the first franchisee. In the third phase, 
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the growth phase, national and regional grants and the European Social Fund 
are very important, together making up more than 25% of investments.  

We have not found any special programmes or activities in national or 
European programmes to support social franchising explicitly. Nowhere is 
social franchising mentioned and there are therefore no instruments in EU 
programmes designed for the development of social franchising or to facilitate 
their growth. Of course, more general schemes and programmes include 
possibilities for social franchising to take advance of grants, finance 
opportunities and possibilities for research and training. 

During our work, we have focused on how programmes that support the 
creation of new jobs via social franchising should be designed. The following 
section presents ideas about how programmes leading to more social 
franchisees should be designed. Because the European Social Fund is the main 
financier, we have in the first instance had the social fund’s programme in 
mind in our proposal.  

The ESF programme 

A separate dissemination phase with lower joint financing. 

The Equal Programme (2000 – 2008) has been the single most important 
financial resource for social franchising. Here, I would like to emphasise 
factors that made it easier for the social fund programme to be of such great 
utility in the development of social financing. 

The Equal Programme contained a phase in which applications could be made 
for separate dissemination projects. For social franchisors, this made financing 
the development phase possible. In future, there is no reason not to see future 
ESF, ERDF and other programmes continuing as previously. The differences 
between the periods of the various programmes are marginal. It is desirable for 
future programmes to contain the opportunity to disseminate projects that have 
been successful earlier. 

In the development phase, the major cost corresponds to work for the analysis 
and quality assurance of the pilot business being operated. As a rule, it is 
necessary to engage external expertise. During this period, it is difficult to 
obtain co-financing in the form of participant joint financing. Nor is it easy to 
obtain co-financing from regional agencies; they have little incentive to build 
up a franchisor who, in future, will primarily create developments in other 
areas. Under Equal, it was possible for projects to have lower co-financing. In 
a few countries it was possible to have un-salaried working hours as joint 
financing, and we observed this with a great number of franchisors.   

There are some 60,000 drug addicts in Sweden, and the idea of 
starting halfway houses for recovering addicts sprang from their 
own personal experience. In 2003, some of the people from these 
self-help organisations opened the first halfway house, Villa Vägen 
ut! Solberg. This is a cooperative that is member of the consortium 
Vägen ut! kooperativen, which consists of ten workersʼ co-operatives. 
Vägen ut! wanted to spread this successful halfway house concept 
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and decided to use social franchising to do so.  
Villa Vägen ut! Solberg and some of the other cooperatives were 
started within an Equal partnership. The development of the franchise 
was also done in a project funded by Equal and promoted by 
Coompanion. This was a project funded by the Equal programme, 
with was a special call for projects to give the opportunity for the 
dissemination of good practice from the Equal partnership. Working 
from scratch to set up the halfway house franchise system, the 
consortium and Coompanion in Göteborg distilled the experience 
and know-how obtained from the pilot into a set of key documents; 
the handbook, the quality handbook, the final franchise agreement 
and a training package. During this project, some initial work was 
done with some franchisee prospects. However, the future 
franchisees in three locations applied for their own standard ESF 
projects, and the ESF became an important financier, primarily for 
training the new entrepreneurs, who came from social exclusion 
caused by criminality and addiction. 

Innovation needs to be redefined or set off against the systemic impact.  

A requirement in the ESF programme is for projects to be innovative. The idea 
is to contribute to renewal and the concept is based on the theory that the 
project’s results and methods will be implemented in the ordinary business. For 
social franchising, this requirement is doubtful. A franchisee, as we know, is 
not a novelty; it is a repetition.  

The idea of implementation is based on the thought that the system is stable 
and that special efforts are required to implement changes. It can be assumed 
that the starting point is based on official bodies or larger organisations’ logic 
of change. That is to say, organisations where the ways of working, or at least 
the need to legitimise them, can be changed from above. If the innovation in 
question is a social enterprise, there is in practice no one who can put into 
effect the enterprise’s methods in other places. It can even be the case that the 
enterprise tries to protect its idea because it is dependent on a market. Others 
can be inspired and seize on ideas and methods, but it is difficult for outsiders 
to obtain understanding about what to do in practice. 

The implementation aims at systemic impact. A project does not make change. 
Therefore, projects that lead to the start of individual enterprises obtain a 
limited systemic impact since they lack an agent who can start similar 
enterprises and thus create work. Of course, the rise of social enterprises can be 
considered a systemic impact, if they obtain a sufficiently extensive volume. 
However, individual social enterprises can have an appreciable systemic 
impact, if their business activities are located in many places and if they satisfy 
a large part of the target group’s needs.  

Future programmes must balance the requirement for innovation against the 
systemic impact. It is reasonable to set higher requirements for innovation for 
national agencies and large organisations than for social enterprises. By 
specifically defining social franchising as a method for dissemination, the 
systemic impact is made possible. 
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Does social franchising fulfil the programme requirement for being 
businesslike? 

In a project where social franchising is used to disseminate social enterprising 
in order to create work, a difficulty arises if the project owner is any other than 
the franchisor. The ESF and other projects must procure external services in a 
businesslike way. If the project owner is public, the Public Procurement Act 
must be applied.  

This means the project owner has to expose external services to competition. If 
the goal is to establish a specific social enterprise, the service provided by the 
franchisor cannot in reality be provided by other companies. Therefore, 
projects owned by someone other than the franchisor, whose aim is the 
establishment of the social enterprise, cannot be directed to just one possible 
business concept. 

Social franchising as a part of transnational activities. 

The aim of transnationality is to disseminate lessons learned which could be of 
use in overcoming European challenges from one region to other regions.  

Social franchising is a way of disseminating solutions to other sites. Many of 
the business ideas behind social enterprises respond to the needs of local 
markets. Of even greater importance is that they are often based on national 
regulations such as salary contributions or work on a market for social services 
formed by local or national governments. However, it is still true that many of 
the ideas and solutions from social enterprises that could be successfully 
transferred to other countries. There is the example of Le Mat, the Italian 
network which was transferred to Sweden. The ownership of the brand Le Mat 
is now in the hands of Le Mat Europe, which attempts to establish the brand in 
further countries. The process of extending Le Mat to Sweden was financed 
entirely by the ESF. 

Future Clean, run by Pluss (UK), also funded by the ESF, has been able to set 
up a franchise in France. 

Dialogue in the Dark (D), has been spread to 16 countries all over the world. 

In a project funded by the ESF, CASA, the UK social franchisor of domicile 
care, is to spread to Sweden. 

For twenty years, Barka has been working in Poland with excluded 
and vulnerable people. Among its many projects, Barka has 
developed vocational schools for the unemployed (Centres of 
Social Integration), numerous social and economic enterprises, and 
a programme of accessible housing and self-sufficient communities 
in the countryside. Similar needs are everywhere in Europe. Since 
2007 when Barka started in London, it has been approached several 
times by different actors in large European cities. Today Barka is in 
the process of starting centres in Stockholm, the Hague and 
Utrecht, Berlin and Bremen. Barka first adopted a franchise model 
in 1989-2008 within Poland, establishing 20 associations and 20 
social cooperatives in a network. Barka has recently been working 
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in 40 sub-regions of Poland on a franchising basis, creating 
partnerships with councils and entrepreneurs as well as 
organisations within government projects. In every sub-region, 
Barka creates social integration centres and cooperatives. Barka 
started to develop the franchising model outside Poland in 1995 
when starting new Barka Associations in France, the Netherlands, 
the UK and Ireland, but within a very specific ”business area”: 
helping excluded and vulnerable people back to a decent life and in 
many cases a social accepted life. 

These are examples of the possibilities of combining social franchising and 
transnational activities within European programmes. These examples show 
that it is possible to take transnational exchange to another level and to achieve 
concrete results.  

Bridging the financial gap 

As previously mentioned, it is above all in the second phase – the development 
phase – that the most significant financial problems for a franchisor are 
encountered. 

The capital that is needed in the development phase is primarily for analysing 
and quality assuring the earlier business by creating documentation and courses 
and other standards in order to transfer the knowledge to a franchisee. A large 
part of this is the franchisor’s own work but it is also necessary to hire 
consultants for legal issues, business modelling and to produce handbooks or 
similar. However, capital is also needed for the development of the first 
franchisee. Exactly what support is needed is something that emerges in the 
learning process involved in having one’s first franchisee. 

Our survey found that the average cost of establishing the franchising model 
was €150,000.  

In our survey, both bank loans and risk capital were required for the first 
franchisee. 86% of franchisors require loans from banks, for capacity building 
and working capital for the first franchisee. 86% require seed funding/risk 
capital for the first franchisee. 

Traditionally, franchising is a growth strategy for the original business that can 
be employed with the use of less capital than other strategies. The franchisees 
provide the capital and take a large share of the financial risk. Due to the low 
expectations for profitability of social businesses, there might be a problem for 
some franchises to grow. 

There are examples of how, during the second, development, phase of the 
social franchise, it has been easier for new social franchisees to raise finance 
locally than it would be for the social franchisor. This may be due to the 
franchisor’s low credibility. In phase three, this situation is reversed as the 
franchisor has more credibility than the franchisee and can raise finance 
centrally for its franchisees. We have seen examples where the franchisor is 
financed by a financial organisation and invests in turn in the franchisee. There 
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are also examples where the collaboration that the franchisor has established 
with a trust or financier gives the opportunity for the franchisee to obtain 
funding. 

But this model, with finance provided or mediated by the franchisor, has an 
implication for the balance of power between the franchisor and franchisee. It 
will give a more nervous franchisor and more need to control the franchisees. 

Social and commercial investors 

There is a growing industry of social investors. The members of the European 
Venture Philanthropy Association (EVPA) have invested more than 1 billion 
euros, and there are a lot more social investors acting outside the EVPA.  

We have found that social investors are interested in social franchising. Those 
that have been investing in social franchisors have created high social impact 
for low risk. 

Social franchising reduces the cost of due diligence for social investors and it is 
fairly easy to estimate the social impact. 

From our point of view, social investors need to invest early in the development 
phase to achieve a pipeline of long term projects – without investment in phase two 
there will be few phase three investment opportunities. But there must be some 
arrangements made to make it easier for social investors to invest when there is still 
high degree of uncertainty. 

There are also examples of social franchisors using traditional sources for 
finance, such as financial service companies linked with the traditional 
franchise industry.  

However, the social franchisors must be vigilant when inviting external 
investors.  

A major issue is ownership of the social franchise. Traditionally, equity 
investors require ownership and a share of the profits in proportion to their 
investment. To obtain equity investment a social franchise must make the deal 
sufficiently profitable for the investor, but at the same time they must ensure 
the investor does not take too large a share of the profits. Equally, the 
expectation of equity investors of a share of ownership can compromise the 
social enterprise structure 

The usual requirement by equity investors of ownership and a high return does 
not conform to some legal structures or ownership arrangements for social 
franchises. There is also the potential issue of private investors making large 
profits through a social enterprise. This is the case in legal structures, usually 
cooperatives, such as ekonomisk förening in Sweden or industrial and 
provident societies in the UK which hold to a ‘one member, one vote’ 
cooperative approach. This means that an investor cannot effectively take 
control of a social enterprise by providing the majority of the equity, and 
without this control many will not invest. 
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We have seen examples of both cooperative and association structures 
changing when a social investor steps in. Even with a social investor, there can 
be a shift from a more cooperative/federal structure to a more top-down private 
sector arrangement with which the investor is more comfortable.  

From this perspective, it would be of great value to create intermediary bodies 
with knowledge of cooperative management and techniques for portfolio 
management, credibility in the eyes of financial investors, and with the 
capacity to provide management competencies for a growing business. 

Another strategy which can be employed to overcome the shift in power is 
quasi-equity. Quasi-equity, debentures or other mechanisms allow for investors 
to obtain a return based on the performance of the social franchise and to make 
a substantial investment without taking a controlling stake. Bridges Ventures in 
the UK have provided quasiequity to Care and Share Associates and whilst 
they have a Board member, they have not taken control of the organisation. 
This means that the money is technically a debt, but the return has been 
indexed to financial performance at an agreed, yet not excessive, level.  

Solidarity investment funds 

Many social franchisors work with inclusion and their means of accessing 
finance bears traces of this. The Social fund is one of the major financial 
resources in the early stages of a franchise. This can lead, during later 
development, to difficulty leaving the environment of the social fund and other 
forms of grants.  

There is a need to move beyond the social sector of the ESF in terms of finding 
funding from the EU to fund second phase development. To enable this, DG 
Employment has a role to play in highlighting the value of the social economy 
to other DGs.  

The solidarity investment funds suggested in the Social Business Initiative 
could play an important role in providing capital for social franchisors in 
phases two and three.  

In order to strengthen the opportunities for financiers such as solidarity 
investment funds and others, the expertise of investors could be reinforced by 
access to the social franchisors’ expertise and by combining various financial 
solutions.  

The social franchisors  

In our discussions with social franchisors there was a suggestion of a mechanism or 
fund generated from a levy on social franchises (as with Italian cooperatives) either 
on their profits or from a small additional interest paid (0.25%) on loans to social 
franchises in the Expansion phase – a form of mutual leverage. This money would 
then be invested as equity and would obtain a high return from those social 
franchises that succeed. Governments and the EC could act as underwriters for such 
a scheme. Other social investors could invest in this pot of money, which effectively 
shares risk across a basket of social franchises and thus reduces risk for the investor.  
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This suggestion may be difficult to put into practice since the need for finance 
is too small for a valid attempt to be made to develop this mechanism. 

More important is the interest shown by social franchisors in being mentors or 
evaluators for aspiring social franchisors. This is an offer which social 
investors must consider. This knowledge resource could be combined with the 
suggestions below for the European Social Franchising Network and its code 
of conduct. 

Combination of different types of investors 

During the building up of a social franchise, a mix of financial sources is 
common and, as a rule, desirable. For social investors, funds, banks and others, 
it is normal to share risk. 

The challenge for the ESF as one of the most important financial resources in 
social franchising is to work together with investors without making any 
violation of its statues. The ESF is not a financial institution and cannot 
normally give grants for investment in any type of company. But we have 
shown the importance the ESF has had in the early financing of social 
franchisors. The ESF’s regulations prohibit costs which are not costs for the 
development of beneficiaries. The ESF contribution to the social franchising 
process is that it has helped franchisors to develop their processes and training 
materials, and to train entrepreneurs within the franchise.  

To clearly acknowledge the role ESF has in the establishment of social 
enterprises is a first step on the basis of which dialogue with other actors could 
develop. 

We have not found any investments from ERDF or EIF in social franchisors. 
These may exist in some of the social franchisors we have not been able to 
include in the survey.  

One possible way for the structural funds to support the growth of social 
franchises through creating collaboration in terms of their finance would be the 
future creation of more funds like JEREMIE.  

The early stages of the history of social franchising and the know-how 
developed in this study do not provide us with sufficient experience to 
formulate general solutions for the financial needs of social franchisors in 
Europe. Some ideas have been raised during this study: 

• A special Solidarity fund/Social Entrepreneurs’ Fund following the 
Social Business Initiative for social franchising. 

• Social franchisors acting as guarantors for social franchisees. 

• A fund based on a voluntary levy on social franchises (as in Italy) either 
on their profits or from a small additional interest paid on loans to 
social franchises in the Expansion phase. 
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• A European guarantee association formed by social franchisors AND 
capital from public funding as in the case of EIF to guarantee loans or 
leasing from banks and others. 

• In capital-intensive operations like hotels or renewable energy, separating the 
ownership of the assets (owned by the private sector or social investors and 
perhaps the social franchisor) from the operation of the assets (done by local 
social franchisees) can be a way of dealing with problems caused by straight 
equity investment in a social franchise. 

• Organising a syndicate of a group of social investors and the EU and in 
practice financing some good examples of social franchisors. 

Exit 

The question of the investor’s exit from a social franchise has not been fully 
examined in our research.  

With regard to risk capital, 43% of franchisors did not use any risk capital. 14% had 
risk capital but had not worked out how the investor would be bought out – there was 
no exit strategy. 43% had used or were using risk capital and understood how the 
investor would exit or they had already exited. 

Different exit strategies were used. For example  

• Simple repayment after 6 years, effectively making the capital a loan 
• Deferred buy back of shares with, for example, re-payments starting 5 years 

after the investment was made and being completed in 8 years. 
• Straightforward buy back of shares owned by the investors.  
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Future steps for the European development of 
social franchising 
In order to take full advantage of social franchising’s potential for contributing 
to sustainable development in Europe, awareness of social franchising needs to 
be increased and the financing opportunities for franchisors strengthened. 

We have shown the deficiencies to be found in the social enterprise “eco-
system” regarding the facilitation of social franchising.  

The four most important aspects are:  

1. To deepen knowledge of how social franchisors are financed and to 
facilitate interchange of models for financing. One way is to carry out more 
detailed studies than we have had the opportunity to do. Field studies will 
be able to contribute to the knowledge of arrangements with external 
investors in a not for profit distribution structure. 

2. To develop solidarity and networks between existing social franchisors. A 
network of entrepreneurs who share and develop a knowledge of social 
franchising can be a decisive agent in the development of the method.  

3. To create a Code of Conduct, enabling franchisors to develop a quality 
standard that can overcome resistance and doubt and that can make social 
franchising even more effective. 

4. To develop the opportunities for financing by ESF, ERSF and National 
programmes and funds facilitate the financing of the development phase in 
social franchising. This could be done to advantage in partnership with 
investors. 

 

European Social Franchising Network 

The European Social Franchise Network (ESFN) is a network of 23 social 
franchisors. The network is an European Economic Interest Grouping 
(EEIG). The network lacks financial resources and all work is done 
voluntarily. For natural reasons, the members are very focused on building 
up their own brand. At a workshop in Genoa, the value of membership 
emerged. The workshop agreed that there is a need for networking in order 
to strengthen the position of social franchising. But networking also expands 
the possibilities of using common knowledge and exchanging experience. 
Many expressed the need for benchmarking; an organisation can protect its 
interests and have an impact on governments (if required) on the basis that 
“together we are big and strong, together we can attract R & D money!” 
Other areas in which cooperation plays a vital role include the search for 
new agents and matchmaking of social franchising with activities within a 
country as well as in other countries in Europe. 
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The immediate gains for the participating enterprises are, however, limited. To 
continue developing as a promoter of social franchising, ESFN needs to create 
financing that facilitates common activities and meetings. 

A Code of Conduct 

• Franchising often arouses suspicion.  

• A first step towards a quality standard and quality mark is a code of 
conduct. 

• ESFN as the organiser of social franchisors in Europe is the natural 
developer of a code of conduct and quality mark. 

During the work with this study, one important result has been the 
strengthening of the network between social franchisors. Several of the leading 
franchisors have participated in seminars and discussions. Having linked the 
work of the time-limited BFSE project to the European Social Franchising 
Network (ESFN), the foundations have been laid for continued collaboration 
between the franchisors.  

One obstacle to social franchising, which has been expressed by many, is the 
suspicion aroused in many people by franchising. It is natural for a potential 
franchisee to be healthily cautious with regards to a franchisor. It can be 
difficult to determine whether the franchise offered has the value it is said to 
have. We have not come across any stories of franchisees who have been 
disappointed or deceived, but we can assume they exist in social franchising 
just as in traditional franchising.  

Nevertheless, it does happen that official decision-makers are sceptical about 
social franchising. In general, they have the same opinions as the wider public 
about franchising. 

This scepticism is an obstacle to the expansion of social franchising, and thus 
should be cleared away. The best way to do this is to create trust in social 
franchisors by creating a quality label that shows the franchisor has a sound 
concept and acts in accordance with a code of ethics. 

A Code of Conduct that is acknowledged and used by social franchisors could 
be the quality label that is missing. It would be appropriate if the ESFN created 
such a Code of Conduct, in a collaboration involving as many as possible of 
today’s social franchisors.  

As a suggestion, the EC could finance a project in which the ESFN created 
such a Code of Conduct at the same time as the ESFN took the step from a 
loose network to a democratic and transparent organisation.  

With the aim of creating the opportunities for the financing of social 
franchising, the ESFN should initiate discussion with investors to find forms 
under which the ESFN can give the franchisor a stamp of quality and in other 
ways contribute so that investors can enter into the concept with greater 
confidence. It is also necessary to channel those investors who would not, by 
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means of their investment, expect to push aside the cooperative or democratic 
principles that constitute the fundamental element in a large number of 
concepts. 
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Appendix 
Recommendations for Managing Authorities of 
the European Social Fund 
This section has been produced within BFSE and was presented at the 
network’s seminar in Warsaw, 2-3 April 2012.  

As we have seen, the ESF has had great importance in the financing of the first 
social franchisors. In order to be capable of playing this role in the future, there 
are above all two things that are crucial. In the first place, the successful 
creation of a step such as the financed development phase, i.e. to make 
dissemination possible. And secondly, working in partnership with other 
financers. 

Emphasise growth! 

As well as their use in starting social enterprises, ESF programmes can now 
have a greater impact on unemployment and exclusion by replicating 
successful models. Social franchising is one model, and even though the 
method does not suit all social enterprises it can provide inspiration. Social 
franchising produces results – 10 000 jobs have been created by social 
franchisors. ESF is the most important funding for these jobs. 

There are no structures or actors to implement innovative social enterprise 
projects except for the enterprises themselves. They have scare resources for 
expansion. Support for replication is as essential as support for innovation 

• Include social franchising and replication in operational programmes by 
highlighting it as a means of generating employment and social inclusion. 

• Managing Authorities must build links with support and expert 
organisations and stimulate them to work with social franchising and other 
replication techniques. 

Facilitate growth of good examples by design programmes 
with better opportunities for replication 

ESF could reduce the financial gap when a successful project enters a 
development phase prior to its growth phase. This can be done: 

• If ESF programmes had a phase of development in which the tools for 
dissemination could be created with few or no requirements for co-
financing. If such an option existed, the investment already carried out in 
experimental projects will give better results. This would turbo-charge the 
effect of the investments made by the programme 

• If capacity-building networks for future social franchisors were funded and 
funding was available for mentoring by existing networks of social 
franchisors.  

• By actively engage potential social franchisors in forthcoming transnational 
programmes. 
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Play an active role for making finance available. 

To reduce the financial gap in social franchising ESF could play a more active 
role by; 

• building networks with financial actors to create a mix of finance for 
franchising. National authorities, ESF and ERDF need to work togheter 
with financial intermediaries to create partnerships for financing 
franchisors. This includes Managing Authorities’ active involvement in the 
creation of national Social Entrepreneurship Funds following the Social 
Business Initiative funding mechanism for these funds. 

• increase competence within Managing Authorities 

Reduce suspicion 

There is a natural suspicion among actors and potential entrepreneurs towards 
all franchising. Actions to overcome this include: 

• Supporting the creation of a widely known code of conduct and quality 
standards developed by the social franchisors of the European Social 
Franchising Network (ESFN), and convincing projects to adhere to this 
code once it exists. Working together with the ESFN to develop this code. 

• Highlight good practice and successful social franchises 

• Match evidence of impact of social franchising with measurement of social 
added value 

Employ social franchising as a means of transnationality 

The aim of transnationality is to spread from one region to others learning that 
could be useful in overcoming European challenges. Social franchising is a 
way of spreading solutions to other sites.  

• Social franchising can be a means of enabling effective transnationality and 
should be declared a natural part of forthcoming transnational program. 

• Make use of the ESF network to spread social franchises developed with 
the support of the ESF to potential entrepreneurs or project promoters. 

 


