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BACKGROUND 

A. Which type of organisation are you (tick all that apply)?  

• A Capital Provider (Investor): An investor deploying financial capital and other 
resources for impact and minimum financial return  

• A Capital Provider (grant maker): An engaged grant maker deploying financial capital 
and other resources for impact  

• A Market builder: a network and movement aimining at strengthening the impact 
economy ecosystem.  

 
B. Please briefly summarise your mission 

Portugal Social Innovation (PSI) is a pioneering government initiative, currently under the 
direct responsibility of the Portuguese Ministry of Planning, created within the programming 
period 2014-2020 to promote social innovation (SI) and develop the social investment market 
in Portugal. With an initial allocation of around EUR 150 million from the European Social Fund 
(ESF), as part of the Portugal 2020 Partnership Agreement. This initiative is the first of its kind 
in Europe, given that Portugal was the only Member State (MS) to set aside European Union 
(EU) funds in order to experiment new financing instruments specifically designed to 
simultaneously foster SI and social investment.  

The goal of this initiative is to support the development and scaling of new solutions for social 
problems which complement more traditional and conventional ones. To do so, it were created 
four instruments that address the specific financing needs of innovative social organisations 
and social entrepreneurs, also assuming the active involvement of public and private investors 
in the process as partners that can contribute to the economic and financial sustainability of 
the projects. 
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This initiative is coordinated by Portugal Social Innovation Mission Unit (EMPIS), which acts 
as a public Intermediate Body (IB) comprising a multidisciplinary and experienced team of 15 
people.  

PSI manages four innovative instruments that fund projects, generally designated as Social 
Innovation and Social Entrepreneurship Initiatives (SISEI), meaning, projects that address 
challenging social problems through the development of new products, services or 
methodologies with high potential for social impact. The four instruments are aligned with the 
life cycle of SI projects, addressing their specific needs and potential at different stages of 
maturity, and promoting as well the development of partnerships between the entrepreneurs 
and the investors. The four include the following three grant based funding schemes and 
one financial instrument: 

1. Capacity-Building for Social Investment: grant-based capacity-building 
instrument that finances the development of management skills in order to help 
social economy organisations and entrepreneurs to successfully develop SI 
projects. Social investors must present a nonbinding letter of interest. 

Approved applications (by September 2021): 201 

ESF funding: 7,4 million EUROS 

2. Partnerships for Impact: strategic/impact philanthropy match-funding scheme to 
finance the creation and scaling of SI projects, co-funded in partnership with social 
investors (private organisations or public entities like Municipalities) to give greater 
scale and impact to SI projects contributing for a more stable, efficient and 
sustainable financing model. 

Approved applications (by September 2021): 356 

ESF funding: 60,9 million EUROS 

Social Investment: 26,1 million EUROS 

3. Social Impact Bonds (SIBs): outcome-based instrument that finances SI projects 
that are committed to achieve measurable social outcomes aligned with public 
policy priorities (in areas such as Social Protection, Employment, Healthcare, 
Justice, Education & Digital Inclusion) and potential for efficiency gains, based on 
a pay by results scheme. The projects are implemented by one or more private 
entities, financed by one or more social investors and the indicator/targets validated 
beforehand by the public authority that oversees the respective sectorial policy. 
Investors are fully reimbursed if the outcomes are met. 

Portugal is, for the moment, the EU MS with the highest number of SIB’s, in total 21 of 
which 20 were developed with the support of PSI, in addition to the one launched in 
2015 in the framework of a pilot project developed in partnership by the Municipality of 
Lisbon, the Calouste Gulbenkian Foundation and MAZE. 

Approved applications (by September 2021): 21 

ESF funding: 10 million EUROS 

Social Investment: 10 million EUROS 

4. Social Innovation Fund (SIF): public investment fund that addresses a market 
failure in access to financing by providing guarantees for loans and by co-investing 
in the equity of impact enterprises alongside with private investors. As so, it 
comprises two financial streams: 
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a. SIF Debt – with a wholesaler approach provides guarantees for loans in 
partnership with Banks and Mutual Guarantee Societies; 

b. SIF Equity – with a retail approach co invests directly in the equity of SME’s 
alongside with private investors like venture capitalists, business angels and 
other individual or collective private investors. 

Approved applications (by September 2021): 9 

ESF funding: 5,9 million EUROS 

Social Investment: 4,5 million EUROS 

 

C. Which of the use cases does your practice(s) apply to? Please tick all that apply! 

• Place based funding  

• Building impact (investing) ecosystems  

• Public – private (blended) financing vehicles and mechanism  
 

D. Which system practice field(s) does your practice apply to? Please select the most 
relevant (max three). 

• Strategy design  

• Collaboration  

• System leadership & governance  
 

E. Please give us a brief background 1) what motivated you to act and who initiated the 
practice(s), inside or outside your organisation, and (if applicable) 2) describe the event 
that triggered your engagement.  

PSI initiative was created in December 2014, within a very specific national context that 
aligned the needs, the players and the funding: 

• After Ireland and Greece, in May 2011, at the peak of the European sovereign debt 
crisis, Portugal signed a three year Economic Adjustment Programme with the EU, the 
European Central Bank (ECB) and the International Monetary Fund (IMF). Strong 
austerity measures followed, increasing social needs. 

• Those increasing social needs were being met by a combination of diverse deep-rooted 
traditional social economy players (associations, foundations, cooperatives, church-
based organisations, etc.), as well as by an emerging group of social entrepreneurs 
and social start-ups. 

• Those were also the years when Portugal, as all EU MS, started the definition of 
priorities and the negotiation process with the European Commission (EC) for its 2014-
2020 ESIF programming cycle. At the time, Portugal was not able to access debt 
markets, being very dependent on EU funds for all public investment. 

As a result, Portugal decided to elect Social Innovation and Social Entrepreneurship as 
a key priority for its 2014-2020 Partnership Agreement, allocating EUR 150 million ESF 
with two main goals:  

1. to finance social innovation and social entrepreneurship projects;  
2. to promote the necessary ecosystem for its future sustainability, creating a social 

investment market. 

A political partnership for the development of the PSI initiative was then established 
between the Minister Assistant to the Prime Minister and for Regional Development and 
the Minister for Solidarity, Employment and Social Security, and a few months later, as the 
PSI concept progressed, with the Minister of Education and the Minister of Health.  
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To design the PSI initiative and to provide inputs for the negotiation process with the EC, 
a small working group was created, including ESIF experts/negotiators and experts in SI, 
reporting directly to the Minister coordinating the 2014-2020 Partnership Agreement and 
Operational Programmes (OP’s) negotiation. Being PSI a transversal initiative to all 
Portugal ESF OP’s, it was decided to embed its negotiation with the EC in the negotiation 
process of its main financing OP – the Social Inclusion and Employment OP, assuring the 
roll out of the outcome to all other relevant OP’s.  

This back-to-back strategy, with ESIF experts being the common element to both the 
working group and the EC negotiation rounds, led to an agreement in December 2014, 
after several rounds of relevant PT-EC discussions. Following this agreement, the PSI 
initiative was created as a Resolution of the Council of Ministers, which also created its 
managing structure, whose Executive Board included elements of the former working 
group. 

Following the 2015 elections and before the effective change in Government took place, 
several transition meetings were held to ensure the continuity of the initiative throughout 
the programming period 2014-2020 with budget execution until 2023. 

To support the preparatory work led by the Government, the Calouste Gulbenkian 
Foundation convened a Taskforce in July 2014, funded by the EC, gathering around 15 
leading organisations to support the development of and provide leadership to Portugal’s 
emerging social investment market. In the course of that work, the Taskforce sought to 
understand how the different parts of a market encompassing social organisations, 
government commissioners, intermediaries and investors, would work together to create a 
successful environment in which the needs of the different stakeholders are addressed and 
better outcomes are achieved for people. The Taskforce provided the following five key-
recommendations for the growth of a social investment market in Portugal: 

• Strengthen the skills of the social economy entities through training programmes; 

• Introduce appropriate financial instruments for the needs of social economy entities 
and social innovation; 

• Promote a results-oriented culture within public social services (change the culture 
from focus on outputs to focus on outcomes); 

• Create a centre of knowledge and resources for social investment; 

• Develop a broker’s ecosystem for social investment to facilitate access to capital 
(since then it was created the legal framework for the creation of impact funds in 
the country, currently there are five, including the public impact fund created under 
PSI the Social Innovation Fund (FIS), alongside with MAZE, Grosvenor, Impact 
Now Capital and TEAL Impact). 

In 2018, the Taskforce published a progress report entitled “A blueprint for Portugal’s 
emerging social investment market” giving a general assessment of the 
recommendations compliance and progress done in each area, highlighting a few 
examples of initiatives implemented during that period, like PSI four financing instruments. 

 

THE PRACTICE(S)  

F. Briefly analyse the situation before you introduced the practice. What contributed to 
maintaining the status quo and producing (undesirable) results, e.g. resources (or lack of 
resources), rules (informal and formal), roles (relevant actors from the public, private and 
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social sector, their legitimacy or effectiveness) and/or the kind and quality of relationships 
(informal and formal cooperation, power dynamics, information flows).1   

The PSI was created in a very specific context, as already mentioned, as Portugal was under 
a three-year Economic Adjustment Programme, signed in 2011 with the EU, the ECB and 
the IMF, with no access to international financial markets. Strong austerity measures followed, 
increasing social needs and putting additional pressure on the limited public sector budget 
available to address those needs.  

There was also a polarized vision about the SI and SE, with contradictory strengths and 
drawbacks, which indicated the need for further work to strengthen and stabilize the 
ecosystem. Some of the concrete barriers to overcome were the lack of: a) clear political 
agenda and legal framework; b) scale and proven robusteness of SI projects; c) critical thinking 
and ambiguity of concepts; d) network of support entities (local incubators and accelerators); 
and e) access to investment for scaling. Much due to a conservative approach from 
mainstream players, bureaucratic processes and strong depence on public funding. 

In this context, the political decision to use the PT 2014-2020 ESIF to finance its integrated SI 
initiative was clear as there were no other funding alternatives available. ESIF-ESF, mostly 
due to the strong support of the EC - DG EMPL, was in fact the key enabler for such an initiative 
in Portugal since ther was no national budget available to support this type of much needed 
policy innovation. 

 
G. Please describe the actual results you sought to achieve with your practice, the 

parameters you sought to influence most; roles, relationships, rules, and resources and 
how?  

H. Please describe the intended results you sought to achieve with your practice and the 
parameters you sought to influence most – if considerably different from the actual 
results described above.  

(combined answer) 

Three innovations can be highlighted in the design of the financing instruments: 

Firstly, in terms of addressing the training needs of the ecosystem, mainly of social economy 
organisations, the Capacity Building for Social Investment instrument went to use a lump 
sums approach of up to EUR 50,000 to finance the development of management 
competencies including a mandatory Assessment of Training Needs which should be carried 
out by an independent entity before applications were submitted. The purpose is to support an 
18-month programme that could engage up to five different interventions requiring consultancy 
services, mentoring or certified training in one of the following areas: a) value creation model; 
b) impact evaluation; c) strategy; d) partnerships and growth; e) marketing and communication; 
f) fundraising; g) organisational governance; h) leadership and human resources; i) financial 
control and risk management; j) operations; and k) IT management. This is an innovative 
approach to capacity building because it’s the output of the capacity building process (a co-
created tangible product) that triggers the payment, and also because of the involvement of 
potential social investors (private or public) that confirm their upfront interest on the project. 

Secondly, another innovative element was the involvement of Social Investors (public or 
private entities) that monitor or co-finance SI projects. They can contribute by bringing new 
competencies to the project and a perspective of financial stability. In the case of public 
investors, they bring also an additional assurance that the projects are in line with public policy 
priorities addressing effective local or regional social problems. As for the private investors, 

 
1 See more details on using the  5R framework (Results, Ressources, Rules, Roles, Relationships) for systems analysis for 

example here  Ashoka Online Guide on System Change, part 3 ‘ based on USAIDs Programm Cycle.  

https://www.ashoka.org/en/story/animated-guide-changing-systems
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often looking for combining impact and efficiency (or even financial return), shouldering the 
costs and risks associated with SI side by side public sector grows the capacity for effective 
intervention to tackle social problems enabling financial savings as well as social benefits. 

And thirdly, also the focus on outcomes and the contracting of social measurable goals 
bringing a new perspective on how SI can be financed and stimulated, putting impact at the 
center of the process. 

 

I. Please specifically explain the role other actors and collaboration played in this practice 
(if not the main practice itself) and insert a figure that illustrates the main stakeholders and 
partnerships that play a role in the practice you are presenting here.  

The ecosystem has seen growing leadership from Municipalities that have been playing an 
important role when it comes to promote and support social innovators and entrepreneurs, 
namely in areas like: venture philanthropy and match funding; scalability; and creating support 
infrastructure. Enhanced by the arising of SI support structures, incubators and accelerators, 
providing training, mentoring and access to market for social entrepreneurs, like IRIS in the 
north of Portugal co-funded by the European Investment Bank (EIB) or House of Impact in 
Lisbon, a structure within the Holy House of Mercy, a social solidarity organisation with more 
than 500 years of experience addressing social problems; although there is still space for 
improvement, mainly due to the lack of some structuring and support mechanisms on how to 
better scale SI. 

The private sector has become also a source of value, meaning that companies are looking 
more and more to societal challenges as economic opportunities, which contributes to push 
this agenda forward due to four key drivers: talent; cost of capital; societal goodwill; new 
business. The B Corp Movement is growing in the country supported by entities like GRACE, 
a non-for profit and pioneering national association dedicated to CSR since 2000, 
accompanied by a strategic positioning that values the impact businesses have on society, led 
by companies like Ageas Group or in the financial market by Banco Montepio and Caixa 
Geral de Depósitos (public bank), currently social investors in SIB’s 

With the increasing convergence among sectors but also the growing of the impact culture in 
the country several Universities are taking the lead in terms of education for social 
entrepreneurship, using complementary approaches to strengthen the national ecosystem 
blueprint, namely Nova School of Business and Economics which created a Leadership for 
Impact Knowledge Center in partnership with La Caixa Foundation and a new Masters 
Programme on Entrepreneurship and Impact in partnership with the Calouste Gulbenkian 
Foundation matching a philanthropy strategy as well as the Católica-Lisbon School of Business 
& Economics with a Chair in Social Innovation in partnership with the Girl Move Academy led 
by Professor Filipe Santos, recognised international academic leader in this area. 

Internationally, PSI has also been growing its network due to its timely alignment with key 
international trends related to support SI and the exponential growth of impact investing. 
Besides being member of EVPA, it is member of the Global Steering Group for Impact 
Investment (GSG), an association of 33 countries beyond Europe, created in 2015 to continue 
the work of the Social Impact Investment Taskforce, a working group created under the G8 
during the UK presidency. 

PSI is frequently referred to as a case study, namely in international conferences and in 
documents produced by the EC like fi-Compass, the OECD, the EIB, the Global Impact 
Investing Network (GIIN), the Brookings Institute or worldwide networks of social 
entrepreneurs such as the Catalyst 2030, an organisation co-founded by Ashoka and 
McKinsey. For which frequently is invited by the EC, and by public and private entities from 
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other European and non-European countries, to present its pioneering funding model, the 
results achieved and the lessons learned.  

 

YOUR INSIGHTS 

J. What went well and why? What were the challenges you faced and how did you overcome 
them? What would you do differently today and why? 

K. Which three pieces of advice would you give to your peers? 

 

(combined answer) 

Most important lessons learnt from implementing these actions:  

The implementation of such a new initiative presents several challenges, some of them 
unpredictable as we’re dealing with an emergent ecosystem and defying the status quo of 
financing solutions, metrics and investment engagement with stakeholders. Six years after the 
first steps, the successful results achieved by PSI highlight the following key success factors 
and important lessons learnt: 

1. A public entity responsible for developing the ecosystem and implementing the 
public policy for social innovation - A central public structure, with resources and a 
clear public policy mission to promote social innovation and impact investment, allows 
for a consistent communication strategy, enabling networks, promoting partnerships, 
mobilising investment, creating sound relations with stakeholders and, above all, 
supporting and monitoring innovative experimental projects that may come to 
constitute future social responses contributing to local, regional and national 
development. 

2. “Non-sectorial” Governmental Coordination - SI aims at social change through 
effective reducing inequalities, consisting, in an experimental phase, in an attempt to 
address in innovative ways complex social problems that are often cross-sectorial. It 
therefore benefits from a multisector vision, touching public policy areas like social 
protection, employment, health, justice, education or digital inclusion. Also the silo-
breaking approach to public policies that SI projects require is fundamental to tackle 
new emerging collective challenges. 

3. Financing model adapted to the needs and potential of the ecosystem - The 
flexibility of the financing model, which combines several instruments adapted of each 
phase of the life cycle of SI projects, in partnership with other sources of private 
financing (companies and foundations) and public financing (local authorities) revealed 
to be an effective solution for developing the SI ecosystem, optimising the use of the 
creative potential of entrepreneurs and associations, as well as the adaptability of 
experimental solutions to the specific needs of different territories. 

4. Strategic partnerships with key actors in the ecosystem - Institutional mobilisation 
of the country around the SI agenda, enhancing all intersectorial partnership networks 
involving municipalities, companies, foundations, social associations and 
entrepreneurs, have potentially long-term transformative effects across all sectors and 
allowed a dynamic ecosystem of innovation and social entrepreneurship. 

5. Important role of the Regional Representatives team - A Technical Activation Team 
who ensures the connection to the territories and the permanent dialogue with local 
agents has a great impact on the results and is a fundamental element in boosting the 
ecosystem of SI, through the dissemination of the initiative and its instruments, the 
clarification of doubts, the mobilisation of entrepreneurs and social organisations, 
regular contact with municipalities, support for potential projects, follow up financed 
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projects and the promotion of bridges between investors, entrepreneurs and other 
relevant actors of regional ecosystems. 

6. Activation strategy specifically aimed at the creation and financing of incubators 
promoting social entrepreneurship and micro entrepreneurship - Supporting the 
creation of a network of SI Incubators, in partnership with the respective municipalities, 
through their enabling role in entrepreneurship, mobilizing investment, promoting 
employment and multiplying SI has proved to be essential to boost local and regional 
SI ecosystems. 

7. Commitment to simplified cost models - The experience of using a real costs 
approach has in some cases proven to be an obstacle for developing the ecosystem, 
as small and unexperienced organisations would fail to meet all formal requirements 
or had to mobilise a significant part of their HR structures to answer to all administrative 
obligations. Moreover, financing based on real costs is inconsistent with the logic of 
payment by results, namely in Social Impact Bonds, making the instrument much less 
attractive; therefore, in the future, it should continue to focus and deepen the option for 
simplified cost methodologies. 

 

L. Any other information you would like to share 

Up to this date, there were 17 open Calls for Proposals that received in total 1.244 
applications, of which 587 were approved. This represents a total of EUR 124 million used, 
of which EUR 84 million are ESF funding and EUR 40 million are social investment mobilised 
in the market.  

Currently PSI deals directly with 419 entrepreneurial organizations and 668 social 
investors, including corporations, municipalities, foundations, banks, funds among others, 
financing projects with potential for impacting around 1.000.000 people. 

PSI also represents Portugal, alongside with the Development and Cohesion Agency, in one 
of six projects approved by the EC to establish National Competence Centres for Social 
Innovation (NCCSI) across the EU, in partnership with Bulgaria, Cyprus and Ireland. This 
consortium brings together social innovation organisations, research centres, ESF managing 
authorities and other partners to improve the effectiveness of the ESF+ during the programing 
period 2021-2027 as a social innovation instrument, relying on local initiatives and cross-
sectoral partnerships working towards new organisational approaches to work, learning, and 
community development. This partnership includes EVPA and Euclide Network as pan-
european associate partners. 

 

FURTHER RESOURCES 

“ Building local ecosystems for social innovation – PSI case”, OECD, 2021  

“New allies - How governments can unlock the potential of social entrepreneurs for the 
common good – PSI case”, Catalyst 2030 - Ashoka, McKinsey, Echoing Green, Schwab 
Foundation for Social Entrepreneurship, Skoll Foundation, 2021.    

“Social Impact Investment - Best Practices and Recommendations for the Next Generation – 
PSI case”, European Parliament's Committee on Employment and Social Affairs, 2020.    

“Supporting the development of Social Finance Ecosystems in Member States under ESF - 
Lessons learned from the Portuguese Social Innovation initiative”, fi-Compass 2020.    

“The Portuguese Social Innovation Initiative - The Social Impacts Bonds Programme Using 
ESF to finance Social Innovation and Social Entrepreneurship”, fi-Compass 2018.    

https://www.oecd-ilibrary.org/industry-and-services/building-local-ecosystems-for-social-innovation_bef867cd-en
https://www.local2030.org/library/824/New-Allies-How-governments-can-unlock-the-potential-of-social-entrepreneurs-for-the-common-good.pdf
https://www.local2030.org/library/824/New-Allies-How-governments-can-unlock-the-potential-of-social-entrepreneurs-for-the-common-good.pdf
https://www.europarl.europa.eu/thinktank/en/document.html?reference=IPOL_STU(2020)658185
https://www.europarl.europa.eu/thinktank/en/document.html?reference=IPOL_STU(2020)658185
https://www.fi-compass.eu/sites/default/files/publications/Supporting%20social%20finance%20ecosystems.pdf
https://www.fi-compass.eu/sites/default/files/publications/Supporting%20social%20finance%20ecosystems.pdf
file://///users/anjakoenig/Dropbox%20(EVPA)/EVPA%20Shared/CoLab/Submissions/Website%20versions/Short%20Version%20for%20Website/30.%20Inovaca%20Social%20Portugal%202020/•https:/www.fi-compass.eu/sites/default/files/publications/fi-compass%20study%20on%20the%20Social%20Impacts%20Bond%20programme%20under%20the%20Portugal....pdf
file://///users/anjakoenig/Dropbox%20(EVPA)/EVPA%20Shared/CoLab/Submissions/Website%20versions/Short%20Version%20for%20Website/30.%20Inovaca%20Social%20Portugal%202020/•https:/www.fi-compass.eu/sites/default/files/publications/fi-compass%20study%20on%20the%20Social%20Impacts%20Bond%20programme%20under%20the%20Portugal....pdf
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INDIGO: International Network for Data on Impact and Government Outcomes - Impact Bond 
Dataset, Government Outcomes Lab, a research and policy centre based in the Blavatnik 
School of Government, University of Oxford, 2021.   

 

CONTACTS  

Filipe Almeida, President of Portugal Social Innovation  

filipe.almeida@inovacaosocial.portugal2020.pt  

 

 

https://golab.bsg.ox.ac.uk/knowledge-bank/indigo/impact-bond-dataset-v2/?query=&countries=Portugal
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