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Abstract
In this article, we explore how an important state intervention in cooperation with 
many civil society actors led to impact investing field emergence, intending to cre-
ate favourable conditions for social entrepreneurship and social innovation. Twenty 
in-depth interviews were conducted in Portugal, with the main players in the field, 
including private sector, government, NGOs, and EU authorities. The ecosystem 
formed by these actors is analysed under the institutional theory lens and through 
an inductive method, leading to a process-based model. The results of our case 
study show a state struggling to involve private sector in providing resources to the 
field. On demand side, new entrepreneurs are finding difficulties in meeting legal 
requirements and answering suppliers’ selection criteria. Intermediaries contribute 
to reducing complexities, but are fighting to encounter their place in the field. Our 
evidences further suggest that social entrepreneurship and social innovation could 
be implemented as socially embedded actions, in response to local demands.
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Introduction

State intervention to create the necessary conditions to boost social entrepreneur-
ship and innovation has received a lot of attention in recent years (Bozhikin, Macke, 
Costa, 2019). One of these initiatives is the incentive to build the field of impact 
investing. The impact investing field integrates investors who make financial invest-
ments in early-stage organizations with the goal of receiving financial returns and 
creating measurable social impact (Agrawal & Hockerts, 2021; Mangram, 2018).

Among others, national governments, local government agencies, non-profit 
organizations, and foundations are all at play in the emerging field of impact invest-
ing (Tekula & Shah, 2016). Governments often play an enabling role, creating mar-
ket preconditions such as infrastructure development and productivity stimulation 
(Tekula & Andersen, 2019). Governments can also play other roles, such as regula-
tors, policy makers, and investors, financing and nurturing supply, boosting capital 
flows, and regulating demand (Martin, 2015).

Researchers reveal the importance of cross-sector collaborations with the public 
sector (Michelucci, 2017) as well as with for-profit businesses as a source of social 
innovation (Huybrechts et al., 2017; Tekula & Shah, 2016). However, reasons, pro-
cesses, and timing leading to collaboration in social entrepreneurship ecosystems are 
still “an emerging area of ​​research with the potential to advance theory and inform 
practice” (De Bruin et al., 2017, 576).

When a lens is placed on ecosystem actors and their relationships, we identify a 
restricted interplay and the need for more collaboration to improve the funding and 
financing of social entrepreneurship (Lehner & Nicholls 2014) as well as for them 
to take advantage at different stages of the innovation process (Geobey et al. 2012).

Furthermore, the absence of a unified market with coherent guidelines contributes 
to a lack of confidence and liquidity, leading many impact investors to adopt a con-
ventional investment approach when selecting and evaluating investments (Bengo 
et al., 2021). As a result, scalability, profitability, and a highly qualified management 
team are among the criteria used by investors, when considering entrepreneurial ini-
tiatives individually (Block et al., 2021).

Therefore, coordination is identified as a requirement for the proper functioning 
of the relationship between impact investing and social entrepreneurship ecosys-
tems. Coordination means that participants engage in interdependent efforts, linked 
to one another, giving structure to the system and making it function as a connected 
group rather than a collection of autonomous individuals (Roundy, 2019).

Two schools of thought underlie the differences in these two ways of defining 
impact investing. The individualist is supported by the utilitarian approach, which 
identifies social innovation by the consequences of the social impact of innovation 
rather than the processes of innovation. On the other hand, the process-based lit-
erature identifies social innovation more by its continuous flows of interactions and 
events. This study reinforces the latter, defining markets as shaped through a non-
linear network process of social and technical interactions, as well as the construc-
tion of social innovation, focusing more on the processes of innovation than on its 
consequences (Mollinger- Sahba et al., 2020).
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This approach focuses on the collective rather than individual projects and has 
the Social Innovation Europe as one of the most prominent examples (Zivkovic, 
2017). In 2012, the Social Innovation Europe Report Initiative recommended that 
the European Union supports all innovation systems rather than individual pro-
jects and emphasized that policy makers are vital to creating conditions for sys-
temic change (Davies et al., 2012). This collective impact approach emphasized 
linking mutual activities, as the conditions for cross-sectoral collaborations are 
facilitators of collective positive impacts in the social economic ecosystem.

Following the Social Innovation Europe Report, in 2015, by the Resolution of 
the Council of Ministers (n° 73-A/2014, 16th December), the Portuguese govern-
ment created a new agency called Portugal Social Innovation (Portugal Inovação 
Social – EMPIS) and assigned to it the mission of developing the social invest-
ment market until 2020. This agency, endowed with €150 million from the Euro-
pean Social Fund, was attributed the mission of supporting growth on the supply 
and demand side of the social investment market for underdeveloped regions in 
Portugal, targeting the lack of adequate funding for social innovation and entre-
preneurship through the provision of investment capital, venture philanthropic 
capital, and outcomes-based funding (OECD, 2017). This initiative connected a 
huge network of actors (Mendes & Pinto, 2018), from different areas contributing 
to the emergence of the field of impact investing in Portugal.

In the world, the concept of impact investing was first mentioned in a confer-
ence at Belaggio Center in 2007 to describe investments made with the intention of 
generating financial return and socioenvironmental impacts (Rodin & Brandenburg, 
2014). Since then, international agencies, governments, private companies, and the 
third sector, from different countries, have shown concern, analysed its potential, 
and made recommendations and alliances to construct the new field (Clarkin & 
Cangioni, 2016). The European Union (EU) has been a champion on that, acting 
through the European Social Innovation and Impact Fund. Indeed, EU has enabled 
investments in social enterprises while supporting the ramp-up of social innova-
tion—understood as “innovative solutions and new forms of organization and inter-
actions to tackle social issues” (BEPA 2011, 341).

The experience of EU investment in Portugal was selected as our case study 
because it is emblematic, an example of a highly intricate network of actors that 
are joining forces to build a sector, with the important contribution of a specific 
public policy to catalyse social entrepreneurship and social innovation to its 
underdeveloped regions, the north, center, and Alentejo regions, which have a 
per capita GDP lower than 75% of the European average. It involves not only 
philanthropic and private sector, but also is strongly supported by the state, and 
funded by the European Union (OECD/European Union, 2017). It is also a case 
that reveals difficulties and challenges in the process of implementing impact 
investing as a policy (Maduro et al., 2018).

This empirical study will support the answers for our main research question: 
Which dynamics and mechanisms can contribute for the emergence process of 
impact investing field, fostering social entrepreneurship and social innovation in a 
socially embedded approach?
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Our study aims to contributing to better understanding of strategies, processes, 
and networks leading to the emergence of impact investing field and social entre-
preneurship, while supporting rump-up of social innovation as a process. It also 
enriches the understanding of how a relationship between foreign, national, and 
regional actors can lead a state to foster a field construction from the scratch. As a 
theoretical contribution, this paper shows the usefulness of an institutional approach 
to analyse changes in the impact investing field, reinforcing the stream of literature 
of social innovation built as a process. .

Most of the relevant material for this study was collected through twenty in-depth 
interviews, conducted in October–December 2018 in Portugal with members of the 
ministry cabinet, former ministry member, civil servants of state agencies, direc-
tors of NGOs, banks and foundations, project coordinators, ministry advisors, and 
consultants.

This article is organized as follow: a brief history of impact investing indus-
try is presented in the next section. Section "Theoretical Perspectives for Analys-
ing the Emergence of Impact Funds Field and Social Enterpreneurship" describes 
theoretical perspectives for analysing the field. Section "Methodological Approach" 
explains the methodological approach. Section "Findings" lays out results, present-
ing a process-based model integrating relevant mechanisms and forces for to the 
field emergence, and Section  6 presents discussion. Finally, Section "Discussion" 
brings final considerations.

Impact Investing Field: Built on the Rhetoric of the State’s Lack 
of Financial Capacity

Impact investing refers to the use of investment capital to help solve social or envi-
ronmental problems around the world with the expectation of financial returns 
(Quinn & Munir, 2017). It combines a variety of debt and equity instruments, and 
sometimes grants (Martin, 2015).

The first experiences of impact investments can be traced back to the nineties, 
when foundations’ initiatives blended institutional orders from philanthropic and 
market fields. Calvert Foundation, created in 1995, and the Acumen Fund, founded 
in 2001, were both based on the idea that markets alone were not able to solve social 
problems (Pirson, 2012).

Over the years, new alternatives emerged to finance socioenvironmental projects 
(Daggers & Nicholls, 2016), based on the assumptions that the state was unable to suf-
ficiently invest in social projects and that this demand could be supplied by the private 
sector capacity. One example of impact investing mechanism is SIB1 (social impact 
bond), which emerged in 2010 as an alternative to finance public projects with private 

1  SIB: The State hires the private sector, pre-setting an amount to be paid, if the project achieves certain 
levels of success. The compensation is based on budget savings for the State. If the project does not 
achieve the expected result, the burden will be on the private investor (Broccardo et al., 2020).
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resources, operationalized through partnerships with third sector (Broccardo et  al., 
2020).

Three years later, reinforcing the rhetoric of the state’s lack of capacity in han-
dling 2008 economic crisis, the Task Force for Social Finance World (G8 Social 
Investment Forum – plus Australia, without Russia) presented recommendations 
regarding asset allocation, social impact measurement, and lock-in for social mis-
sion, involving the private sector. Additionally, impact investing has become a 
key issue in public policy recommendations from other multilateral organizations 
(OECD, 2019).

In the academic sphere, scholars have pursued the theme since 2005, under dif-
ferent approaches (Agrawal & Hockerts, 2021). Most of them follow the mainstream 
avenue, identifying impact investing as a way to fill the blanks left by the state. For 
example, McWade (2012) analyses the role of private capital for the entrepreneur-
ship development, and Dowling (2017) emphasizes the relevance of attracting funds 
from private to public sector as a strategy for asset allocation, intentionally fund-
ing initiatives that combine a measurable social and environmental impact with eco-
nomic sustainability.

Moreover, definitions have become more specific or quantifiable (Agrawal 
& Hockerts, 2021), including discussions about lack of risk/return metrics 
(Brandstetter & Lehner, 2015) and balance between profit and social impact 
(Höchstädter & Scheck, 2015).

Recently, in a different avenue, some authors have been arguing in favour 
of a more socially embedded approach of impact investing as a social innova-
tion booster, identifying it more as a process than as a consequence of inves-
tors’ initiatives (Mollinger-Sahba et al., 2020). Lall (2019) argues for the need 
of measurement in social enterprise and social finance change over the course of 
its relationship. Quinn and Munir (2017) discuss how social actors navigate and 
maintain social and political arrangements. Then and Schmidt (2020) advocate 
for a field that is born from the demands of society and not from definitions of 
priorities from the perspective of suppliers.

Theoretical Perspectives for Analysing the Emergence of Impact 
Funds Field and Social Entrepreneurship

To take impact investing into account and its relation to social entrepreneurship in 
the level of organizational field as a process, we draw on Fligstein and McAdam’s 
concept of “strategic action field (SAF)”, a stream of institutional theory. From 
institutional theory perspective, inter-organizational relationships provide inputs for 
new field-level institutional arrangements (Huybrechts et  al., 2017). Fligstein and 
McAdam (2012) build on that, emphasizing the role of skilled actors, as well as the 
state in framing disputes and coalitions for field building, stabilization, and crisis.

In SAFs, central events may generate a kind of punctual equilibrium. However, 
many sources of change can emerge endogenous, when actors dispute positions 
and create new identities to fortify the movement of the field, and exogenous, 
when the terms of the competition are altered by forces and actors out of the 
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field. State is also a source of change, that is “simultaneously shaped by dynamics 
‘internal’ to the field and by events in a host of ‘external’ strategic action fields” 
(Fligstein & McAdam, 2012, 57).

Impact investing field may be structured as a market (Nicholls & Emerson, 
2015; Mulgan, 2015, Rexhepi, 2016), composed by suppliers, intermediaries, and 
demand side (Phillips & Johnson, 2021), but is also a social innovation that can 
be built as a market initiative embedded in the society (Mollinger-Sahba et  al., 
2020). In those three spheres, challengers and incumbents cooperate or compete 
for resources trying to maintain their positions. In that, social skilled actors, able 
to convince others and manage the history course, can champion the use of organ-
izational resources and innovative actions, promoting consensus and legitimating 
actions (Fligstein & McAdam, 2012).

On the supply side of impact investing world market, there is a large volume of 
resources, currently US$1.1 trillion (GIIN, 2021) and investors looking for mixed 
returns in the allocation of their capital (Barber et al., 2021). Suppliers include indi-
viduals, institutions (e.g. foundations and banks), and governments (e.g. agencies 
promoting and financing impact and sustainable investments). They vary in size and 
mission (Alijani & Karyotis, 2019), and for different reasons, all these organizations 
compete for high-quality projects with track record (Brandstetter & Lehner, 2015).

Demand side includes social enterprises, philanthropic organizations (such as 
NGOs), or cooperatives. They compete for capital from investors. To attract these 
investors, demand side actors (the investees) need to present a compelling case on 
the potential social impact and financial return of their projects (Phillips & Johnson, 
2021). They face many difficulties to positioning in the field: lack of understanding 
on suitable types of investments for achieving their strategic objectives (Nicholls & 
Emerson, 2015), accessibility to talent and expertise, high level of fragmentation 
(Martin, 2015), and unsustainable businesses models with market revenues falling 
short of expenditures (Dohrmann et al., 2015).

Intermediaries make connections between investors and investees. The main role 
is to gather capital from different sources, such as charities, microfinance banks, or 
private investors, aligning capital and projects. Intermediaries may also have other 
roles, such as information providers and providers of assessment and metrics (e.g. 
the Global Impact Investing Network, GIIN) (Phillips & Johnson, 2021) or access to 
people, networks, and expertise (Nicholls & Emerson, 2015). The most evident gap 
intermediaries suffer is on data consolidation/data creation and performance evalua-
tion activities (Nicholls & Emerson, 2015), resources for which they compete.

Actors interact on the basis of social norms and shared cognitive elements, ena-
bling mutual recognition, and legitimization of actions. As they interact, they create 
“the rules of the game” and the state has the formal authority to intervene in, set 
rules for, and generally pronounce on the legitimacy and viability of most non-state 
fields” (Fligstein & McAdam, 2012, 19), sometimes, through creation of internal 
governance units—department, ombudsmen, and agencies that arise and transform.

Indeed, governments incentivize the impact investing field to grow by interacting 
with private and third sector to provide infrastructure and services (Brown & Norman, 
2011; Bugg-Levine et al., 2012), strengthening supply or demand side (Then & Schmidt, 
2020) and changing dynamic nature of institution formation (Ramesh, 2020).
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Methodological Approach

In order to provide transparency about our methodology, and enabling replicability 
of our research, below we detailed aspects of the qualitative research process and 
research design (kind of qualitative method, sampling procedures, roles of partici-
pants), instruments and procedures of data collection, interviews’ procedures, satu-
ration point, data analysis (explaining our data coding procedures, first-order codes 
creation, and procedures to connect them, creating second- and higher-order codes) 
and empirical setting (Aguinis & Solarino, 2019)

To answer our research question, we studied the case of Portuguese impact investing 
field—a pilot project sponsored by the European Commission to amplify the practice 
around Europe (Maduro et al., 2018). We developed a qualitative case design (Pettigrew, 
1990) based on our primary goal of analysing how the emergence of impact investing 
field fosters social entrepreneurship and social innovation in a process based model. Our 
methodological design was strongly influenced by the work of Stake (1994), for whom a 
case study is instrumental when it explores a research question that is not limited to the 
case itself, but allows for some degree of generalization.

Data Collection and Analysis

The main sources of data collection were transcriptions from twenty interviews, 
conducted in October–December 2018 with elite informants2 (Table 1), from min-
istries, government agencies, private banks, nascent impact investing funds, NGOs, 
social entrepreneurships CEOs, consulting companies, and academics who had 
relevant roles in the emergence of Social Innovation Pilot Project in Portugal. We 
applied a gradual selection principle of sampling relevant units (interviewees) to 
answer our research question, appropriate when the research goal is the generation 
of broadly defined themes (Teddlie & Yu, 2007). Although we previously selected 
and contacted elite-informants, through personal and professional network, LinkedIn 
or email, it was necessary also to rely our sampling on referrals from initial subjects 
to contact additional informants. Therefore, a snowball technique was used, suitable 
for samples of difficult access (Vogt, 1999).

We stopped the interviews when we reached our theoretical saturation point; 
when after an interactive process of sampling, collection, and simultaneous analysis 
of data, we realized that we had obtained patterns that made sense to better under-
stand the mechanisms and dynamics that encourage or hinder social entrepreneur-
ship and innovation in the field and their interactions (Hennink et al. 2017).

The period of collected data refers to two different Portuguese governments—
one applying the memorandum of understanding signed with IMF (International 
Monetary Fund), EU, and ECB (European Central Bank) to avoid Portuguese 
bankruptcy (from 2011 to 2015) and the other after the “troika” (MF, EU, and 
ECB) intervention—with different political approaches (after 2015).

2  Elite informants are key decision makers who have extensive and exclusive information and the ability 
to influence important firm outcomes (Aguinis & Solarino, 2019).
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Each interview followed a semi-structure questionnaire, divided in three blocks: 
(1) how they were used to identify themselves and others in the field; (2) how was 
their relationship, investors/investees/intermediaries; and (3) how they used to see 
the state and vice-versa. Usually, they talked about interactions and interdependences 
between them and the many challenges and triggers. As we advanced in the number 
of interviews, we started to confirm relationships between the constructs we were 
founding. The interviews were recorded, following interviewees’ approval, and then 
transcribed. All organizations and individuals’ identification were not provided, in 
order to preserve anonymity. Secondary data were collected from public legal refer-
ences and reports provided by decision makers, public institutions, non-profit organ-
izations, and other interviewees. Most information deals with agreements between 
the EU and the Portuguese State (e.g. regulation amending Regulation (EU) No. 
345/2013), on the creation of EMPIS – Portugal Inovação Social Mission Structure 
(Resolution of the Council of Ministers 73, 2014), or comes from public databases 
(e.g. Banco de Portugal; Social Equity Initiative).

Our analysis is aligned with process-based logic (Langley, 1999). The inter-
view answers analysis was based on an open, axial, and selective coding (Corbin 
& Strauss, 2008). At this first stage, we followed few theoretical concepts to guide 
the analyses of informants’ voices, identifying constructs and relationships between 
them (Miles & Huberman, 1994). The most prominent concepts identified at this 
stage were related to social entrepreneurship and impact investing, such as frames, 
legitimation criteria, mobilization of actors, and state facilitation. Then, we looked 
for connections between concepts seeking for circumstances that originated them. 
In parallel, we analysed and coded data, asking interviewees about our coding in 
order to validate it. At this point, we were switching between literature and the 
emergent concepts, to identify new relationships between them (Gioia et al., 2012). 
Data structure emerged from this process (Fig. 1), indicating (a) the first-order con-
cepts, emerged from the in vivo data analysis; (b) the second-order themes related 
to theory of fields; and (c) aggregate categories—consensus dynamics, formation 
dynamics, and state facilitation obtained by moving back and forth to the literature 
and resulting identification of new relationships between concepts.

Figure 2 shows the aggregate categories and the second-order themes forming a 
process-based model of impact funds field dynamics. The model represents the rela-
tionships between the three broad categories and their constitutive themes. Recip-
rocal relationships were derived by identifying how respondents make connections 
between constructs. For example, how do they discuss the mobilization of actors 
simultaneously with the construction of frames (e.g. how to mobilize to leverage the 
existing impact investing frame as a mechanism to foster social entrepreneurship, fill-
ing a gap in the market). The propositions resulting from this phase are presented in 
the “Discussion” section of this article.

Empirical Setting: Institutional Background

Our research context is the impact investing industry in Portugal. The industry 
has stood out in Europe as a way to contribute to directing resources towards the 
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Fig. 1   Data structure built from inductive theorizing

Fig. 2   A process-based model for analysing impact investing field dynamics
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solution of economic and social problems. After the financial crisis that started in 
2008, impact investing was identified as a way to include socioenvironmental return 
as one of the investment possibilities in the capital market, traditionally based on 
risk and financial return.

In the 2000s, the field grew on two fronts: in social enterprises and in finan-
cial services. Social enterprises accounted for about 6.5% of jobs in Europe in 
2010 and proved to be resilient to economic and financial crises, with poten-
tial for social and technological innovation, creation of inclusive, local and 
sustainable employment (Maduro, 2018). New laws were created to strengthen 
social entrepreneurship in Europe and develop the market. The Single Market 
Act launched the “Social Business Initiative”, creating an enabling climate for 
social enterprises in 2011 (COM (2011) 0682, 2011). It was followed by EU 
Parliament resolutions of 2012 and 2015, which recognized the relevance of 
social issues and solidarity economy.

On the financial front, there was a sharp growth of 50% of the European 
impact investing market between 2011 and 2013, then with 30 billion euros, but 
still a small share of the capital market in Europe. To stimulate this market, the 
EuSEF legislation was created, encouraging investment funds aimed primarily 
at generating social impact. In 2017, the European Parliament proposed amend-
ments, reducing the minimum investment in EuSEF from €100,000 to €50,000, 
removing the barrier to entry for small investors (Regulation (EU) 2017/1991, 
2017). At the basis of all these initiatives was the approval, by the EU Parlia-
ment, in 2014, of 70 billion euros for the European Social Fund (ESF), one of 
the five European structural and investment funds, financing priority projects 
in the field of education, job creation, social inclusion, and training (Regula-
tion EU No 346, 2013).

This information outlines the empirical context of this study in terms of Europe. 
However, our research is also shaped by local space.

Although matured first in countries such as the UK, in 2011, Portugal already 
presented conditions and interests that made the country a suitable terrain for the 
industry. Its implementation constituted an opportunity for the application and con-
tribution of the European Social Fund (ESF) to overcoming social crises, driven by 
the austerity measures of the 3-year economic adjustment program agreed by Portu-
gal with the EU, the European Central Bank, and the International Monetary Fund 
in 2011 (Maduro, 2018).

In addition, the country had unique favourable conditions, such as a strong and 
traditional social economy supported by the local government, capable of stimulat-
ing social entrepreneurship and innovation. The maturity of the Portuguese State to 
work with the high number of entities with potential for social impact at local and 
regional level contributed to create the bases for the growth of a robust market in 
many underdeveloped regions of the country.

To follow our theoretical framework and better answer our research question, we 
describe below the Portuguese impact investing field as a market that encompasses 
the supply side, the demand side, and the intermediaries, based mainly on informa-
tion from interviews, but also on documentation provided by the interviewees.
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Supply Side

In Portugal, supply side is represented by actors providing financial resources such 
as impact funds, banks, business angels, family offices, and, in specific cases, the 
state providing financial resources received from the European Union.

The state  Portugal impact investing industry has gained momentum since 2014, 
when Portuguese government created a special agency called “Portugal Inovação 
Social (EMPIS) (OECD/EU, 2017)”. This agency creation was an important 
achievement of many actors’ efforts such as academic experts, opinion leaders, pol-
iticians, foundations, and other civil society groups who were already working to 
improve entrepreneurship in Portugal since 2011. With and endowment of 150 mil-
lion Euros, EMPIS was created with the aim of designing and developing a policy 
framework as well as to support the negotiation process with the European Com-
mission (EC) to define the investment priorities of ESI3 - European Structural and 
Investment funds, from 2014 to 2020. In order to achieve its objectives (funding the 
full life cycle of social innovation and social entrepreneurship projects, mobilizing 
the social innovation ecosystem, and stimulating the formation of a social invest-
ment market in the country), EMPIS created four different instruments (Maduro 
et al., 2018).

The first instrument (capacity building) aimed at enhancing capacity building 
and management skills of social economy entities, preparing them to generate social 
impact and capture social investment. The second (partnerships for impact) had the 
objective of stimulating philanthropic organizations to provide resources to social 
innovation and social entrepreneurship initiatives (SISEI). The third (social impact 
bonds (SIB)) had the objective of tackling societal issues through innovative solu-
tions, bringing private investments to invest in social innovation initiatives. The 
fourth had the objective to provide governmental resources to social entrepreneur-
ships by the establishment of an investment fund (SIF). SIF is a wholesale fund that 
co-invests, through financial intermediaries in (SISEI) in the process of its consoli-
dation or expansion, through debt and equity.

Having invested in 527 projects until December, 2021 (Portugal Inovação Social, 
2021), EMPIS initiative is the centre of impact investing field in the country, and it 
was mentioned by many interviewees as the key actor, and we will show in the next 
step of this section.

Foundations  These are very relevant actors on the supply side ecosystem. At the 
core there is the biggest Portuguese foundation (Foundation 1), the 35th world larg-
est in philanthropy, focused also on promotion of arts, science, and education, pro-
viding social innovation solutions. There are also other foundations associated with 
large listed companies that have participation in social entrepreneurship, setting in 
different economic sectors.

3  The ESI F programming cycle of 7 years, usually defined by the European Commission to support 
European countries
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The Traditional Financial System  The public policy was designed to attract the tra-
ditional financial system, particularly the banking sector. However, instruments cre-
ated on the 1st phase of EMPIS (from 2014 to 2018) did not attract these players. 
Only a traditional mutualist financial institution and a small bank sited in Portu-
gal invested in the field. The first created an executive office, specifically to handle 
social business and social impact and has co-investing in social entrepreneurship 
projects since then. The other, a small foreigner private bank, had already some tra-
dition in philanthropy in Africa and Europe and recently took part of a new impact 
fund in Portugal. .

Impact Investing Funds  Until 2018, Portugal had only one running impact invest-
ing fund, the Fundo do Bem Comum, a venture capital company created in 2011 by 
ACEGE (Association of Catholic Managers) and private shareholders, during a huge 
socioeconomic crises, aimed at providing funds for unemployed people over forties, 
who were potential entrepreneurs. Nowadays, there are others with a more ambitious 
proposition value and financial return expectations. One example is Impact Fund 
1, with 40 million euros, with shareholder participation of public banks and other 
small private shareholders, attracting social entrepreneurs from abroad to invest in 
early-stage social enterprises, promising financial return close to traditional venture 
capital companies.

Venture Capital Companies  There are several venture capital companies in Portugal, 
and their representative structure is APCRI – Associação Portuguesa de Capital de 
Risco e Desenvolvimento. A venture capital company created in June 2012, during 
the Portuguese socioeconomic crises, by the merger of 3 state-owned venture capital 
companies is particularly important. It invests in seed rounds of Portuguese start-
ups in tech, life sciences, and tourism. Its shareholders are public (75%) and private 
companies (25%).

Other Private Investors  There are several small investors, related to traditional fami-
lies and some corporations (as part of their social responsibility initiatives). Some 
consulting companies, for example, have invested in impact businesses. They are 
creating internal funds to organize its partners’ donations as well as the selection of 
areas to receive investments (such as training, entrepreneurship, and employability).

Intermediaries

Intermediaries are all involved in the connexion between supply and demand sides.

Service Providers  There are NGOs born from citizens and the academic universe, 
working on social issues in Portugal. They make partnership with foundations 
and private sectors to implement social projects such as solutions to develop per-
sonal and professional competencies of unemployed youth or elderly services, for 
example.
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Legal Offices  The current legal framework adopted in the country seems inadequate 
to answer impact investing needs, mainly due to the absence of a legal social enter-
prise definition (Ferreira et al., 2021). One of the financial instruments created by 
EMPIS (SIF Equity), for example, assumes that private investors could invest in 
equity in social innovation and social entrepreneurship initiatives (SISEI). How-
ever, most of these SISEI are developed by IPSS (private institutions of social 
solidarity), non-profit organizations that do not have booked social capital, thereby 
making impossible the selling of part of its capital as equity.

Business Angels  APBA (Portuguese Association of Business Angels) is a non-
profit organization with 150 members. Regarding social impact business, the asso-
ciation works as intermediary between business angels and entrepreneurs interested 
in resources to start or improve their business. APBA participates in committees to 
select the best projects to receive investments from association members.

University Partners  One of the most relevant academic influencers was the French 
INSEAD (Institut Européen d’Administration des Affaires), which started its participation 
in Portuguese social entrepreneurship environment in 2008, with a partnership between 
Cascais municipality and INSEAD created the IES – Social Business School. This ini-
tiative has been progressively fleshed out, spreading the idea around other universities in 
Portugal, such as University of Lisbon and Universidade Católica.

Other Government Agencies  Other government agencies are relevant, namely, 
those associated with investment support to small and medium enterprises and their 
capacity building. Of particular relevance is Agency 1, the main agency in the Por-
tuguese entrepreneurship environment. Its mission is to stimulate funding to small 
and medium companies, by managing special investment funds. For example, con-
cerning SIF debt, if a private bank decides to lend resources to a SISEI (social inno-
vation and social entrepreneurship initiative), Agency 1 makes credit analysis and 
intermediation with EMPIS.

Demand Side

Social Innovation and Social Entrepreneurship Initiatives  Some business models are 
still struggling to find ways to promote social inclusion in a sustainable basis. Social 
entrepreneurship initiatives, offering training in technology or the opportunity for 
unemployed youth learn computational languages, for example, do not generate rev-
enues, following the called “one-side social mission model”, aimed at a social target 
group which “does not have the financial means to pay for the provided good or 
service” (Dohrmann et al., 2015, 136). In the last case, after finishing the course and 
finding a job, participants pay loans back at below-market rates.

Solidarity Economy NGOs  Some NGOs are positioned on the demand side, requir-
ing resources from the government to achieve its objectives. They belong to a spe-
cific group of actors of NGOs working in the solidarity economy, challenging the 
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dominant vision. They sustain that not all social problems should be treated as social 
business, considering difficulties of impact assessment and funding.

On the next topic, we will present and explain each first-order concept, as shown 
in Fig. 1. Letters beside the first-order concepts indicate if they were mentioned by 
members from supply, demand side, intermediaries, or state. First-order concepts 
are illustrated with interviewees’ quotes. We provide information only about their 
positions (in brackets), in order to preserve anonymity.

Findings

With the aim of responding our research question, “Which dynamics and mecha-
nisms can contribute for the emergence process of impact investing field, fostering 
social entrepreneurship and social innovation in a socially embedded approach?”, 
we worked on our findings, identifying levers and challenges to be overcome in 
order that the field of impact investing achieves legitimacy as a promoter of social 
entrepreneurship and social innovation.

The Absence of Consensus Hinders the Growth of the Field and the Promotion 
of Entrepreneurship

Our findings revealed that impact investing is seen as a good way to solve social 
problems and social innovation and entrepreneurship are recognized as social inclu-
sion mechanisms. These frames are levers for entrepreneurship and social innova-
tion. However, challenges regarding complexity of instruments, ambiguity about 
law, and external pressures contribute to make some of the field actors questioning 
its credibility, avoiding entering in the field, hindering its grow.

On the one hand, actors advocate for the frame that social innovation and entre-
preneurship are social inclusion levers and contribute to solve social problems. One 
government agency leader relayed that Social Innovation Fund (SIF), which is a 
Portuguese mechanism to incentivize entrepreneurship, has to be provided only to 
the north, center, and Alentejo, regions performing a per capita GDP lower than 
75% of the European average (government agency leader). A law office leader stated 
that entrepreneurship incentives are a way of shifting the paradigm of philanthropy 
as the way to change the world (law office leader).

An impact fund manager commented on how they act to reinforce the frame of 
impact investing as a good way to generate social impact: “As huge fortunes go from 
parents to children, they require Fund managers able to receive and invest their capi-
tal in social impact causes” (impact investing fund 1 manager).

On the other hand, many challenges obstruct consensus in the field. On the inter-
mediaries side, complexity of instruments and ambiguity of the law are the main 
challenges. One of the interviewees argues that “the variability of instruments 
and high number of actors involved in operations - such as SIBs - brings too much 
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complexity on understanding of its modus operandi. “Reducing complexity manage-
ment in relation to SIBs is necessary to improve impact investment” (execution service 
provider–coordinator).

Another problem is ambiguity of the law that regulates social enterprises receiv-
ing resources from impact funds. Actors state that “Legal framework is maladjusted 
in relation to the operational needs of the model. Social Enterprises cannot sell 
equity because they do not have booked social capital” (foundation former man-
ager). As a consequence, if an investor or the government wish to invest in participa-
tion of these enterprises, they are not able to do that.

Finally, external pressures are exerted by the enormous bureaucracy of the Euro-
pean Union, jeopardizing the field settlement. “These pressures promote bad and 
time consuming governance. The bureaucracy is huge - every time they define a bid, 
we need to negotiate it with operational program, technical team, in Brussels. All 
the negotiation takes more than a year” (government agency leader).

The Dual Frame of Financial Return and Social Impact Is not Enough 
as a Mechanism to Legitimate Social Entrepreneurship in the Field

Levers for entrepreneurship legitimation in the field are financial return and social 
impact as legitimate to guide their practices, but scepticism from supply and 
demand side is still a challenge.

Impact funds managers, governance units created by the state as government 
agencies, and small banks play the role of capital suppliers. As such, they recognize 
financial return and social impact as legitimate to guide their practices. An impact 
fund manager asserted that “Future financially sustainable projects are expected to 
provide returns near the international VC ratios (15 to 20%)” (impact investing fund 
1 manager). A foundation leader completed the argument, stating that, “We monitor 
social impact through indicators” (Foundation 2 leader).

However, they face resistance and scepticism from traditional financial sector as poten-
tial investors at the supply side and from NGOs and from demand side. On the supply 
side, one impact fund manager mentioned that most traditional financial banks do not 
invest in impact business because they do not believe on potential financial returns of 
impact funds: “There is a natural skepticism ... It is normal .... Not everyone has a pen-
chant for social enterprise” (impact investing fund 1 manager).

On the demand side, selection criteria for investees are questioned as legitimate. 
NGOs argue that, “At the selection process, not all organizations should be treated 
in the same way. We handle social problems and not all of our projects generate rev-
enues” (NGO leader).

As Formation Dynamics of the Field, actors Define its Roles and Mobilize to seize 
Opportunities to Partner with the State

As the field is formed, actors define roles and mobilize to foster social entrepreneur-
ship, clearly following the construction of a new frame. They see themselves, not 
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only as the ones who play relevant roles, but also mobilize to build the frame of 
being able to replace the role of the state. By its turn, the state corroborates the new 
policy approach, changing its role to be an asset manager, instead of grant maker.

On the supply side, investors want to be seen playing multiple roles (investor, part-
ner, facilitator, innovator, socially responsible) as well as promoters of social inclusion:

“We hope to be useful in all places. We are market leaders in social economy. 
We are innovative. We are investors, facilitators, social partners for entrepre-
neurs and NGOs requiring funds.” (Mutualist financial institution leader)
Another identified him/herself as an ecosystem developer: “From 2013-14 we 
generated an innovative type of funding and created a social innovation lab. At 
that time, Impact investing was not relevant. We identified potential, opportu-
nity to bring social impact when initiative was required.” (Foundation 1 leader)

Scholars also Play Their part in the Game:  “The academia is studying metrics, law, 
rebuilding social support mechanisms, predicting new forms of social response, 
which are not traditional ones” (former ministry member).

And the state, change its position: “The state armed itself. It is not anymore only 
grant making and giving but asset manager with a mission” (Foundation 1 leader)..

Emergent Mobilization of Actors Is Orchestrated by the State and Social Skilled 
Actors

At first, we see that the state, since 2006, has creating partnerships with actors, and 
conditions for the field emergence, by launching the Equal Program, the first pro-
gram for social innovation and entrepreneurship in Portugal.

“With Equal, a network was built, although quite expensive and difficult to 
implement programs aims. When Equal disappeared (2008), the network dis-
mantled, but the know-how falls asleep in people who participated in the pro-
gram.” (Former ministry advisor)

Through an emergent mobilization, different actors were included in the process 
of ecosystem building. Demand side and intermediaries, such as consulting compa-
nies or third sector members, made agreements to create necessary conditions for 
social entrepreneurship. At the demand side, some entrepreneurs made partnership 
with state (General Directorate for Education):

This Directorate sends an invitation to schools (investee clients) to register. Some 
entrepreneurs (investees) also made partnership with private and third sector to 
obtain funds. A public University made the Assessment Report of our businesses. 
(Investee manager)

Some of these actors see themselves filling a gap in the market: “…we under-
stood that there was this gap - a sub setting of impact investing (social venture 
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capital) where things have not advanced. No one went ahead; we saw an opportu-
nity” (impact investing fund 1 manager).

At the same time, they see impact investing as a cost reduction strategy for the 
state: “Impact investing is turning unemployed into employed, changing a number of 
lives, reducing government costs (8.5 million Euros is the government cost with the 
unemployed)” (Investee 2 manager).

All these connections between actors’ interests are mechanisms constructed by 
social skilled actors or institutional entrepreneurs. In 2011, an academic actor with 
social skills led the initiative to bring the French business school INSEAD and the 
ISSE (INSEAD social entrepreneurship program) to Portugal, representing a pilot 
initiative to create and incubate social entrepreneurship projects. This actor was 
responsible for mapping social innovations and for launching and updating a social 
innovation laboratory in 2011 and 2014, respectively.

In 2014, a minister, another social skilled actor entered in the stage, dealing with 
European funds. “He had the perspective of the UK Big Society. He created an office 
to think about the theme of the European Funds” (former ministry advisor).

The State Facilitation Responds Demands by Acting Strategically 
and Operationally, Replacing Investors in the New Market

Facilitation by the state, in the field of Portuguese impact investing, occurs mainly 
through its Internal Governance Units (IGU)—secondary agencies or departments, 
but also directly, when the state acts directly through the ministries or the councils 
of ministries, with a more strategic role, through EMPIS. This leading agency works 
to replace potential investors who still prefer not to enter the field. The governmental 
investment agencies also work to enable the operationalization of the impact invest-
ment instruments created by them.

One interviewee informed that, “This Agency for investment performs financial 
and risk analysis, and verifies who the potential investors are. We do not act in the 
strategic front” (government agency for investment leader). Other two interviewees 
clarified how IGUs can act strategically:

“EMPIS was created in 2014, but between 2016 and 2017, EMPIS shifted its 
model from wholesaler (lending only to banks) to retailer, lending also directly 
to Social Entrepreneurship Initiatives, creating different instruments to foster 
the field.” (Scholar)
“Concerning impact funds, there is a Venture Capital with government equity 
that has the role to cover market failures, and act as an impact investing fund, 
if no private investors show interest in this market.” (A venture capital with 
government equity)

For their part, non-state organizations demand new instruments and public poli-
cies to foster entrepreneurship, rejecting the new political approach that calls for 
private initiative to occupy spaces in the field.

They require financial resources:
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“The main government agency has only public capital for projects, but needs 
also private capital to fund it. The point is that private actors still follow a logic 
that is very associated with philanthropy4, but not with impact investing. They 
would rather donate than invest in social causes.” (Former ministry member)

This requires also a different approach for different businesses models:

“The state must create other instruments to finance non-impact business models: 
NGOs must have different treatment. There is no way to put some cases into 
social business models requiring revenue generation from them.” (NGO leader)

Discussion

While there are consensual frames, there are also challenges to be overcome if the 
field of impact investing is to grow. All actors see the field as a good way to solve 
social problems, as well as social innovation and entrepreneurship as forms of 
social inclusion. However, complexity and ambiguities work to prevent reaching a 
consensus in the field. The legitimacy of the field is contested by sceptical actors 
who do not believe in its double objective of financial return and social impact, 
as well as by those who do not agree with the selection criteria for investees. The 
state struggles to balance the field, acting strategically and operationally, interact-
ing with actors who mobilize to change the situation and occupy a relevant place 
in the field. Our process-based model (Fig. 2) shows the interactions between the 
dynamics of consensus around frames and actor mobilization, and how the state 
interacts with these two mechanisms.

In the next paragraphs, we will explain how the dynamics of consensus, for-
mation dynamics, and state facilitation interact reciprocally to create the field of 
impact investing in Portugal (Fig.  2). A few propositions are created after dis-
cussions about the relationship between these dynamics. Proposition 1 concerns 
the relationship between dynamics 1 and 2, proposition 2 concerns the reciprocal 
connections between dynamics 2 and 3, and proposition 3 deals with the interfer-
ence of dynamics 3 on dynamics 1.

Our study showed that there was no consensus among the actors, although the 
existing frames are recognized by all, which makes impact investing to be charac-
terized as a field (Fligstein & McAdam, 2012). The frames adopted by the actors 
are unequivocal about the role of social entrepreneurship and social innovation as 
a good way to solve social problems. However, the way in which the actors see 
the complexity of the instruments and the ambiguity of the law as obstacles to 
the development of the field is not unequivocal. Furthermore, the dual purpose 
of impact investing (financial return and social impact) generates scepticism in 
traditional financial sectors. It is not clear what could motivate these actors to 

4  In Portugal, 20% of companies make donations. Total volume ~ 300 M € (Portugal Inovação Social, 2019).
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become or not to become impact investors and what criteria they use to assess the 
potential of ventures (Roundy & Day, 2017).

On the demand side, the rules of the game are also not accepted as legitimate 
by some actors. NGOs, for example, do not agree that selection criteria—based 
on scalability and profitability—should be the same for all, as they are not capa-
ble of generating revenue. When adopting a mainstream investment approach  to 
select investees, impacts investors fail to turn some promises of social impact 
investing into practice (Bengo et al., 2021).

Simultaneously, the state struggles to build a network that mobilizes the tra-
ditional private sector to increase the supply of capital available in the field and 
potential demand side—entrepreneurs interested in the possibility of obtain-
ing financial returns and generating social impact from the impact investment 
(Höchstädter & Scheck, 2015). At the same time, the interaction between actors 
and investment logics, although limited in practice (due to complexities and 
ambiguities), calls for concerted action and collaboration between them to fos-
ter social entrepreneurship (Lehner et al., 2014). The supply side, intermediaries 
such as law firms and consultancies, and part of the demand side (those social 
entrepreneurs in the private sector who receive investments) mobilize, joining 
forces to create products or services in the field, such as the twenty SIBs that 
exist today in Portugal (PSI, 2021).

Most of the actors define their roles and mobilize, occupying positions to fill the 
gap they recognize as left by the state and reinforcing an argument and a frame that 
their actions reduce the costs of the state. The ecosystem is also built with the col-
laboration between social skilled actors (Fligstein and McAdam, 2012) and the state, 
which changes its role to be part of the market as an asset manager. At this point, 
the system reveals a reciprocal relationship between construction of frames/logics, 
legitimation for social entrepreneurship, and definition of roles and emerging mobi-
lization, represented by the arrow connecting boxes 1 and 2, in Fig. 2.

In this feedback relationship, mechanisms and dynamics are mutually reinforc-
ing. While actors mobilize to take advantage of opportunities in the field and con-
solidate roles (box 2, Fig. 2), they reinforce and legitimate frames and positions, 
which in turn can corroborate or weaken these roles (box 1, Fig. 2).
Proposition 1:  Formation dynamics and consensus dynamics are mutually reinforc-
ing. The actors mobilize, playing roles and reinforcing frames that legitimize the field.

Proposition 1A:  The definition of roles and the emerging mobilization of actors 
interfere with the consensus on the framing and legitimation of the field.

Proposition 1B:  The search for consensus around the frames reinforces the legiti-
macy of the field, changes roles, and the emergent mobilization approach.

These efforts are coordinated by the state. Such coordination implies integrating 
participants into interdependent efforts, linked to each other, giving structure to 
the system, and making it function as a connected group, rather than a collection 
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of autonomous individuals (Roundy, 2019). While the state interacts with private 
and third sector (Brown & Norman, 2011; Bugg-Levine et al., 2012) creating stra-
tegic and operational agencies and departments to foster social entrepreneurship 
and innovation mechanisms, as well as financial support (through the SIF, for 
example), other actors such as foundations, impact funds and some intermediaries 
connect to create or finance new entrepreneurship initiatives (e.g. CDI, Academia 
do Codigo), as well as to obtain financial support from the state.

At the same time, these actors define their roles, seeking to be seen as facilita-
tors and innovators (e.g. Foundation 1 and the mutualist financial leader), in order 
to partner with the state. Simultaneously, actors mobilize by making agreements 
to create the necessary conditions for social entrepreneurship. Demand side and 
intermediaries such as consulting firms or members of the third sector join forces 
to build social ventures (e.g. a social enterprise for education). In turn, the state 
acts as a facilitator through the IGUs, responding to the strategic, operational, 
and financial demands of certain groups, and also interfering in the way these 
groups define their roles.

These relationships are represented by the arrow connecting boxes 2 and 3 (Fig. 2)
Proposition 2:  Dynamics or state facilitation and formation dynamics are interdependent.

Proposition 2A:  State facilitation dynamics integrates actors that mobilize and rede-
fine their roles

Proposition 2B:  Actors mobilize and define their roles interfering in the state action.

These reciprocal relationships between the state and other actors in the field insti-
gate social skilled actors to defend changes in legal frameworks and changes on 
external pressures (Fligstein & McAdam, 2012). One of these actions was the change 
in the model of the state’s main social innovation agency (EMPIS), from a wholesaler 
(loan only to banks) to a retailer (direct loan to social entrepreneurship initiatives). 
This action contributes to increase the number of investors and is a response to resist-
ance from the private sector to invest in the area (Then & Schmidt, 2020).

On the other hand, there are contradictions within the state. As Fligstein and 
McAdam (2012) warn, the state is not a homogeneous body. An example of an inter-
nal contradiction is the absence of a legal model for non-profit social enterprises to 
receive funds via SIF equity, since they do not have booked social capital, thereby 
making impossible the selling of part of its capital as equity. As a result, an unclear 
and incomplete message is transferred to philanthropy and private investors (arrow 
connecting boxes 3 and 1, Fig. 2). As stated by Höchstädter and Scheck, 2015, 2-3) 
there are “critical issues that need to be clarified to advance in legitimizing the field 
of impact investing and increase its credibility”

The field seems to look for stabilization based on few instruments and internal 
governance units created by the state for levelling the field for players and reinforce 
supply side, following the market logic. However, on the demand side, there is a 
claim for a logic that embed economic action into the social (Then and Schmidt, 
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2020), one that must be answering in order to not risk to offer solutions, without 
considering social demands.

These relationships are represented by the arrow connecting boxes 3 to 1 (Fig. 2).
Proposition 3:  State facilitation interferes with the dynamics of consensus formation 
in the field.

Proposition 3A:  State investment in social entrepreneurship helps to reinforce the 
framework that social innovation and social entrepreneurship promote social inclusion.

Proposition 3B:  Coherence in the legal, operational, and strategic actions of the 
state can contribute to the legitimation of the field and encourage investors.

Final Considerations

We intend to contribute to better understanding of strategies and processes leading 
to the emergence of impact investing field and social entrepreneurship, considering 
relationships between foreign and regional actors.

This study is one of the first to provide a process-based approach on dynamics of 
impact investing field, and the findings reported here are likely to support decision 
makers and researchers in their impact investing initiatives aiming to favour social 
entrepreneurship as social innovation. We proposed a process-based framework that 
calls attention in a structured way to certain connections between endogenous and 
exogenous forces in the field, with special attention to the role of the state to foster 
social innovation, entrepreneurship, and social demands. We believe that different 
contexts deserve different analysis by considering its specificities.
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