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SOCIAL ENTERPRISE IN EUROPE: INTRODUCTION TO AN UPD ATE
Jacques Defourny & Marthe Nyssens

Whereas a dozen years ago the concept of soceipeise was rarely discussed, it is now making
amazing breakthroughs on both sides of the Atlaripecially in EU countries and the United States.
It is also attracting increasing interest in othegions such as Eastern Asia (especially Japan and
South Korea) and Latin America.

The notion of social enterprise first appearedaitylin the late 1980s, but it really began to bediat

the European level in the mid 1990s, especiallgubh the works of the EMES European Research
Network'. As will be shown in the following pages, althoutjfe concept itself has not gained the
same recognition in all European countries (arelen still poorly understood in several of therhi t
field realities that it aims to highlight are demgihg almost everywhere and increasing research
efforts are being made to analyse them.

International literature on this theme is thus ndeveloping significantly. Within this context, the
objective of the present paper is twofold: firgtrough this introductory part, we try to synthesize
major evolutions experienced by social enterprasaess Europe and key challenges they are facing;
in the second part, members of the EMES Networkigeoa more precise - although concise - update
as to current trends and debates in their resgectiuntries.But before going further, it seems useful
to begin with some terminological clarifications.

Social entrepreneur, social entrepreneurship, sodi@nterprise

Until recently, the notions of "social entreprerfietisocial entrepreneurship” and "social enterfirise
were used more or less along the same lines: $yimgi a little, one could say that social
entrepreneurship was seen as the process througth véocial entrepreneurs created social
enterprises. In the last decade, however, a fastigg literature has produced various definitiond a
approaches of each of these three notions. A ddtathalysis of these different approaches is glearl
beyond the scope of the present work, but a fewufea may be pointed out in order to stress some
current trends:

- The term "social entrepreneur” has been partiguamphasized by American foundations and
organizations like Ashoka since the mid 1990s. €hestities identify and support in various

ways individuals launching new activities dedicatedh social mission while behaving as true
entrepreneurs in terms of dynamism, personal irraknt and innovative practices. Such a
social entrepreneur brings about new ways of redipgno social problems. In Europe, on the
contrary, the emphasis has been much more ofteropuhe collective nature of the social

enterprise, as well as on its associative or catiperform, although the US approach is gaining
some influence.

- The notion of "social entrepreneurship” has bemmceptualized in rather precise ways in the
late 1990% These conceptualisations stress the social irimovarocesses undertaken by social
entrepreneurs. However, the concept is increasibglgg used in a very broad sense as, for
various authors, it now refers to a wide spectrdinmitiatives, ranging from voluntary activism
to corporate social responsibifityBetween these two extremes, a lot of categories lie

! These research works, mainly supported by the o Commission's Research Directorate-Generalteds

in a first book entitledThe Emergence of Social Enterpri@@orzaga and Defourny 2001), a wide series of
EMES Working Papers (available emwvw.emes.ngtand, more recently, a second book, edited by éhss
(2006), focusing on work integration social entexgs. The EMES Network has also extended its reBeaea

to Eastern and Central European countries, incudome countries of the Community of IndependeateSt
such as Ukraine (Borzaga and Spear 2004; EMES 2006)

2 Contributions to this joint paper were first pregsh for an EMES Members’ Seminar in Barcelona, in
December 2006. They were then discussed and regigany the year 2007.

% Especially by Dees (1998) and by the EMES NetwW&MWES 1999; further developed by Defourny 2001).

* See for instance Nicholls (2006).



identified: individual initiatives, non-profit orgéations launching new activities, public-
private partnerships with a social aim etc. Whilmekicans now tend to stress the "blurred
boundaries" among institutional and legal formsval as the "blended value creation” (profits
alongside social value) that characterizes socitepreneurship, Europeans rather stress the
fact that social entrepreneurship most often tgkese within the "third sector" (i.e. the private,
not-for-profit sector). In any case, it seems clisat, of the three notions briefly defined here,
that of "social entrepreneurship” is the most ergassing one.

- As to the concept of "social enterprise", it ffiesppeared in Europe (a few years before it
emerged in the United States), and more preciseltaly, where it was promoted by a journal
launched in 1990 and entitlddhpresa socialeThe concept was introduceat the time to
designate the pioneering initiatives for which tteian Parliament created the legal form of
"social cooperative" one year later. As will be who various other European countries have
since passed new laws to promote social enterpideag with such approaches, the EMES
Network stresses the positioning of European samétrprises "at the crossroads of market,
public policies and civil society;" especially to underline the "hybridization" otthresources:
social enterprises indeed combine income from saldees from users with public subsidies
linked to their social mission and private donasi@md/or volunteering. This clearly contrasts
with a strong US tendency to define social entegzrionly as non-profit organizations more
oriented towards the market and developing "eanmedme strategies" as a response to
decreasing public subsidies and to the limits dfgte grants from foundatiohs

While being aware of the conceptual diversity thathave just underlined, we mainly focus here on
the notion of social enterprise as developed byBNES Network through a permanent dialogue
among researchers from all parts of the EuropeanrnJmepresenting various social, political and
economic "traditions". The conceptualization ofiabenterprise developed by the Network is based
on four economic criteria and five social critérihose criteria, however, do not represent a ket o
conditions that an organisation should meet toifyuals a social enterprise; indeed, rather than
constituting prescriptive criteria, these indicataescribe an "ideal-type" (in Weber’s terms) that
enables researchers to position themselves withén "galaxy" of social enterprises. In such a
perspective, they constitute a tool, somewhat goal® to a compass, which can help anyone to locate
the position of the observed entities relative ne another and maybe to establish the boundaries of
the set of organisations that he or she will cagrsas that of social enterprises.

For the purpose of the present overview, we maynsamize the EMES definition as follows: "Social
enterprises are not-for-profit private organizasigmoviding goods or services directly relatedhsirt
explicit aim to benefit the community. They rely arcollective dynamics involving various types of
stakeholders in their governing bodies, they plackigh value on their autonomy and they bear
economic risks linked to their activity".

Social enterprises as third sector organizations

Within the terminological landscape described i pinevious section, it is possible to argue thateso
forms of social entrepreneurship may be found & ghvate for-profit sector and the public sector.
However, as far as social enterprises are concetheddifferent approaches across Europe locate
them, mainly, within the third sector or the soocgmlonomy, understood as embracing non-profit
organizations as well as co-operatives and relavédor-profit private forms of enterprises.

From the pioneering Italian experience to the Bfitpolicy promoting social enterprise

In the late 1980s, new co-operative initiatives egad in Italy to respond to unmet needs, especially
in the field of work integration, as some groupsevacreasingly excluded from the labour market, as
well as in the field of personal services, in ateahof rapid aging of the population and changes i
family structures. In contrast to traditional coeogtives who were primarily oriented toward
members’ interests, these initiatives were seraitgoader community and putting more emphasis on

® This is precisely the subtitle of the latest EMi&®k (Nyssens 2006).
® See for instance Dees and Anderson (2006).
" These criteria are presented in Appendix 1.



the dimension of general interésthey also differed from traditional co-operativeshat they often
combined different types of stakeholders in theenmbership (paid workers, volunteers and other
supporting members, etc.), whereas traditional emtjves are usually single-stakeholder
organizations. In 1991, the Italian Parliament addm law creating a specific legal form for these
"social solidarity co-operatives" — which were seipgently renamed "social co-operatives”. The law
distinguishes between two types of social co-oparathose delivering social, health and educationa
services, called "A-type social co-operativagidperative sociali di tipo)aand those providing work
integration for disadvantaged people, referredstdBatype social co-operativestdoperative sociali

di tipo b). In 2005, there were more than 7,300 social ceratives in Italy; they employed some
244,000 workers.

This impressive development of social co-operativas not prevented other types of Italian third
sector organizations from developing social engeeurial activities; consequently, a broader law on
social enterpriseiripresa socialehas been adopted in 2005. This law crosses thedacies of legal
forms, enabling various types of organizations (ol co-operatives and non-profit organizations,
but also investor-owned organizations, for instqrtoeobtain the "legal brand" of social enterprise,
provided that they comply with the non-distributiconstraint and organize the representation of
certain categories of stakeholders, including wirkend beneficiaries. This law on social enterprise
identifies a wide range of activities defined aslds of "social utility": welfare services, work
integration, environmental services, health, edanat However, up to now, very few organisations
have adopted this new legal brand as it does nfatrsovolve any concrete advantage.

More than a decade after Italy gave the first impeto the social enterprise concept, the UK
government defined social enterprises as "busisesib primarily social objectives whose surpluses
are principally reinvested for that purpose in thesiness or in the community, rather than being
driven by the need to maximize profit for shareleoddand owners" (DT 2002). Social enterprises can
tackle a wide range of social and environmentalassand operate in all parts of the economy. In
2005, it was estimated that there were some 1500l enterprises in the country, although there i
concern about the validity of these data, as tiggested definition does not provide clear-cut dete

to identify such organisatiohsA Social Enterprise Unit was created in the Depant of Trade and
Industry to support their development. In 2006s tniit was transferred to the Cabinet office, whiere

is now linked with government responsibilities fibre voluntary sector within the "Third Sector
Office". Moreover, a new legal form, the "Commurniityerest Company" (CIC), was approved by the
British Parliament in 2004. The CIC legal form mdés a community interest test and an asset lock to
ensure that the new entity is dedicated to its esq@d community purposes. The 1,000th community
interest company was created less than 2 yearslaftémplementation of this legal form.

Both in Italy and in UK, social enterprises arestambedded in the third sector. They are defined by
their social purpose and the limitation on theribstion of profit that they impose upon themselves
In both countries too, social enterprises are adtiva wide spectrum of activities. However, thivee
models also differ in some aspects. While thedtalaws stress a specific governance model, through
a requirement to involve various stakeholders, Bhitish model stresses the business character of
social enterprise: although no reference is madeg@ercentage of market resources in the definiti

it is widely accepted that a significant part (Usua0%) of the total income must be market-based f
the enterprise to qualify as "social enterprise”.

New legal forms reflecting social enterprise dynaswiithin the social economy

Between the adoption of the Italian law, in 1991d #he implementation of the British one, in 2004,
other European countries introduced new legal faeflecting the entrepreneurial approach adopted
by an increasing number of "not-for-profit" orgaations, even though the term of "social enterprise”
was not always used as such.

8 In the 1980s, initiatives in the same fields agpeared in various other countries, but they cofikeh be seen
as an evolution of traditional associative or noofip sector organizations toward a more productole.

° One year later, it was suggested that 55,000 argéons might meet the criteria of the definitit@ffice of
the Third Sector, 2006).



In France, Portugal, Spain and Greece, these ngal ferms are of the co-operative type. The
Portuguese "social solidarity co-operative&bd@perativa de solidariedade sodidiegal form was
created in 1997. This type of co-operative provigiewices with an objective to foster the integrati

of vulnerable groups, such as children, people dighbilities and socially disadvantaged familied a
communities. Portuguese social solidarity co-opezatcombine in their membership users of the
services, workers and volunteers; they cannotibiger any profit to their members. As for Spain, a
national law created the label of "social initigtieo-operative" qooperativa de iniciativa socipin
1999; any type of co-operative providing sociavems or developing an economic activity aiming at
the work integration of socially excluded persoaa ase this label. Twelve autonomous regions have
since developed their own legislation linked tcsthational law. As their Portuguese counterparts,
Spanish social initiative co-operatives cannotritigte any profit, but their organizational formea
usually less oriented to a multi-stakeholder stmecthan what is the case in some other European
countries.

On this last point, however, it is worth underligithat empirical research has shown that the single
stakeholder character does not seem to jeoparde&entiltiple-goal nature of social enterprises; the
latter can have governing structures made of desistakeholder category, as it is the case in many
traditional co-operatives, and still pursue thésgattion of the needs of the community at largefor
particular disadvantaged groups (Campi et al. 2006B)s suggests once more that the borders of the
social enterprise phenomenon are not clear-cut ones

In Greece, a status of "limited liability social-operative" Koivawvikdc Zvvetaipioudc Hepiopiouévne
EvBovnc Kou.Z.ILE or Koinonikos Syneterismos Periorismenis EufthiKisiSPE) has been designed
in 1999 for organizations targeting very specifioyps of individuals with psycho-social disabilitie
and aiming at the socio-professional integrationthaf latter through a productive activity. These
organizations are based on a partnership betwekdndnals of the "target group”, psychiatric hoapit
workers and institutions from the community. Suamualti-stakeholder strategy is also at the heart of
the French law, passed in 2002, which defines tiod€ctive interest co-operative societgbliété
coopérative d'intérét collectifor SCIC). Indeed, this new form of co-operativedertaking brings
together employees, users, volunteers, local agidnal authorities and any other partner wishing to
work together on a given local development project.

In Belgium, the "social purpose compangb¢iété a finalité sociaJer SFS, in Frenchjennootschap
zonder winstoogmerlor VSO, in Dutch) legal framework, introduced1i®96, does not focus on the
sole co-operative tradition, although it is ofteambined with the latter. More precisely, this
framework is not, strictly speaking, a new legahipas all types of business corporations can adopt
the "social purpose company" label, provided thage"not dedicated to the enrichment of their
members". Therefore, the company must define at@itdcation policy in accordance with its social
purpose and provide for procedures allowing eaclpleyee to participate in the enterprise’'s
governance through the ownership of capital shares.

In France and Belgium, these legal innovations mage up to now, with little success. This may be
explained by the fact that they involve a considkeranumber of requirements which add to those
associated with traditional legal forms, withoutinging a real value added for the concerned
organizations. Unlike the concepts of social econamn solidarity-based economy, which have
inspired coalitions of actors for the last twengays, from both the world of associations and dfiat
co-operatives, and which are increasingly charsetdrby a social entrepreneurial approach, the
notion of social enterprise itself is far from hayiachieved general recognition in these two c@str

A variety of other legal forms adopted by socidkerises

Although newly created legal forms may prove toitbportant tools in some countries, most social
enterprises across Europe, even in countries whese new legal forms have emerged, still adopt
legal forms that have existed for a long time, ngnlkose of association, co-operative, company
limited by guarantee or by share, Industrial andviélent Societies in the UK etc. More generally,

social enterprises are often established as asismsian those countries where the legal form of
association allows a significant degree of freedonselling goods and services. In countries where



associations are more limited in this regard, samgerprises are set up, more often, under thal leg
form for co-operatives. And in some cases, socitdrerises adopt traditional business legal forms.

In some European countries, the concept of sookalrgrise is not part of the political agenda nfor o
the academic discourse outside a very small cofckxperts; this is in particular the case in Gemnyna
The main reason for this probably lies in the that the German socio-economic model is based on a
wide social partnership agreement around the cdarafefsocial market economy”, understood as a
specific articulation between the market and tlagesto foster socio-economic development. Within
such a model, the specific roles of social entegsri— or the social economy as a third sector — are
particularly difficult to highlight. Although thereexist plenty of not-for-profit organizations
characterized by an entrepreneurial approach andressing emerging social needs, these
organizations are not considered as making uptmdigroup; they seem to be "split up" in a variet

of different "milieus”, each with its own identisie

Work integration: a key field of activity for Europ ean social enterprises

Social enterprises may be active in a wide spectfiactivities, as the "social purpose" may reter t
many different fields. However, one major type ofial enterprise is clearly dominant across Europe,
namely "work integration social enterprises" (WIPENyssens 2006). Indeed, the persistence of
structural unemployment among some groups, thesliofi traditional active labour market policies
and the need for more active and innovative integrapolicies have naturally raised questions
concerning the role that social enterprises cod&ty in combating unemployment and fostering
employment growth. Precisely, the main objectivavofk integration social enterprises is to help low
qualified unemployed people, who are at risk ofhpament exclusion from the labour market. WISEs
integrate these people into work and society thmoaigoroductive activity. In a number of European
countries, the development of specific public schertargeted at this type of social enterprise has
even led to the concept of social enterprise beysjematically associated with such employment
creation initiatives.

Social enterprise within labour market policy dedmat

The Finnish Act on Social Enterprise (2003) is eantatic of such a trend, as it reserves this term to
the field of work integration. According to this A@ social enterprise, whatever its legal statis,
market-oriented enterprise created for employingpfeewith disabilities or long-term unemployed (it
has to be noted that, probably due to the limitetbré of benefits linked hereto, only very few
organisations in Finland have decided to registesazial enterprises so far - around 70 as of tide e
of 2007). In 2006, Poland also passed an Act onabB@o-operatives, specifically intended for the
work integration of particular needy groups (sushex-convicts, long-term unemployed, disabled
persons and former alcohol or drug addicts). Andir8p national Parliament has just voted a law on
work integration enterprises (in December 20073htiuld be noted that these different legislatdms
not define any new legal form; they rather createohlike an official register for social enterpes.

In several other European countries, even whertettme of social enterprise is still relatively absen
both from mainstream policy and scientific debd@teJso appears, when used, as associated with the
issue of active labour market policies. In Portufad instance, there is an on-going debate abimut t
role of third sector organisations when they supfite creation of integration companiesnpresas

de insercad in the "social employment market", which aimsr&ntegrate disadvantaged persons
through work. In Sweden, the term "social co-opegat(sociala kooperativhas become synonymous
with "work integration social enterprise"”, evenigb the Swedish landscape is also characterized by
the development of social entrepreneurial dynarmcghe field of personal services, for example
under the form of parent or worker co-operativesl aoluntary (commonly multi-stakeholder)
associations. Social enterprise as a concepttimpmit to enter Danish discourse on social cohesio
(Hulgérd and Bisballe 2004), but it has primarieb used so far as part of an active labour market
policy, with an ambition to make traditional entésps — and especially small and medium enterprises
(SMEs) - more socially responsible in matters ¢égnation of unemployed persons into the labour
market.



Public schemes targeting work integration socigkeprises: advantages and risks

In many countries, besides the creation of newl legans or frameworks, the 1990s have seen the
development of specific public programs targetiagia enterprise, most of them in the field of work
integratiod®. Examples of public programs at the national lémelude those promoting integration
enterprisesgmpresas de insercin Portugal, integration enterprises and interiaagdassociations
(entreprises d’insertiorand associations intermediairegespectively) in France, and the already-
mentioned social enterprisesgiaalinen yritysin Finland, as well as the Social Economy Progrmam
Ireland. At the regional level, there are publiognams focusing on work-integration enterprises
(entreprises d’insertign on-the-job training enterprisesntreprises de formation par le travadnd
social workshopsspciale werkplaatsgrin Belgium and on work-integration enterprisempresas de
insercidn in Spain.

Indeed, WISEs have increasingly represented af@o@inplementing active labour market policies. In
several countries, they have really become a "gmnelt" of such policies. In France, for instance
2,300 registered structures were providing workgnation services through public schemes and
employed some 220,000 salaried workers in 2004 .thH@nother hand, one should not forget that
WISEs were pioneers in promoting the integratiomxfluded persons through a productive activity,
and in many contexts, it can even be said thaffitee WISEs actually implemented active labour
market policies before the latter came into insbtal existence.

The recognition, by public authorities, of the rioss of work integration performed by social
enterprises allows the latter, in most cases, tespublic subsidies that — even though they remai
limited - are more stable. However, these subsialieften only temporary; they are usually granted
to launch an initiative and to compensate for tteenporary unemployability" of the workers. Such
measures are in fact intended only to facilitate transition from unemployment to the "first" lalbou
market. In some cases (like under the Finnish Aci}jal enterprises are only eligible to activeolab
programs just as any other type of enterprise ¢nieimployees with the required profiles.

While recognising and supporting WISEs, public gieé also influence the objectives of these
organisations, which may change over time througtragess of institutionalisation. This appears
clearly when analyzing the philosophy of the inrtoxea social enterprises which emerged in the
1980s. The key issue then was the empowermentraaedration of excluded groups through their
participation in enterprises whose aim was to affsadvantaged workers a chance to reassess ¢he rol
of work in their lives and to recover control oveir own personal project. Such a conception
implied not only giving an occupation to these pass but also developing specific values, for
example through democratic management structuresiich the disadvantaged workers were given a
role, and/or through the production of goods amdises generating collective benefits (such asadoci
services or services linked to the environmentjtti@r territory in which these social enterprisesewe
embedded. Getting workers back into the "firstidar market was thus not the priority of these
pioneering WISEs. However, the progressive instinalization and professionalization of the field
over the years, through public schemes increasiitgted to active labour market policies, generated
strong pressures to make the social mission ingintah to the integration of the disadvantaged
workers into the labour market. This explains whgne pioneering initiatives chose not to use WISE-
specific public schemes; this is for example theecaf the "local development" initiatives in Iretiin
which did not make use of the "social economy" fearork (O'Shaughnessy 2006a). Indeed, although
local development initiatives originated prior teetimplementation of the national Social Economy
Programme which in effect gave rise to social eaon®VISEs, their reluctance to avail of national
social economy programme funding is more relatetiwo reasons: (1) local development WISEs
were already benefiting from one type of activeolabmarket policies (ALMP) namely Community
Employment and (2) the conditions of entry for oatil social economy programme funding were
quiet strict, in particular the priority that wataged on the social enterprise to become financiall
viable within a three year period (O'Shaughnesg36B] It should be noted too that, while public
schemes have encouraged some initiatives, theytsoemexcluded others such as some WISEs
characterized by a self-help dynamic in France.

9 Those public programs sometimes impose a spéeifal form to be eligible. In other cases, theyndodo so.



The future of social enterprise beyond work integréon
A widening range of activity fields

Although the work integration of disadvantaged pedp often seen in Europe as a major field for
social enterprises, the latter also experiencedrafisant development in a wide range of otheraare
For instance, from the early 1990s, Italian "A-typecial co-operatives, providing social and peaton
services, underwent a rapid development and hhiedsiands of highly skilled professionals in the
fields of health care, psychology, mental healtte @and training. Indeed, the number of enterprises
and jobs created in such services has always beeh farger than in "B-type" (work integration)
social co-operatives.

In Sweden and in France, childcare services aglgla major field of activity for social enterpeis
which are often set up and managed by parents i@fédsgionals as a response to a public provision
shortage (Fraisse et al. 2007). The same can Oektie UK, which also withesses a fast growth of
social enterprises in social housing and home cargices, as well as in a wide spectrum of
community and social services, including culturés and sports. In Belgium and France, the sotalle
"proximity services" refer to a variety of personalcollective services offered by social entegsis

In some countries, like Ireland, the emphasis isquuthe role of social enterprises and the social
economy in local development. A similar trend maydbserved in Greece, where agro- tourist co-
operatives are being set up in remote areas, mogtyomen.

When looking at new legal frameworks, it appeaesady that the French "collective interest co-
operative society", the Portuguese "social soligado-operative”, the Belgian "social purpose
company" and the Spanish "social initiative co-agige" are not especially designed for work
integration enterprises; the provision of sociaviees is at the heart of the Spanish and Portuwgues
laws. Even in countries such as Finland and Polahdre current legislations on social enterprises o
social co-operatives only focus on work integratioew fields of activity, such as social and
community services, are emerging.

In the same line, the Italian law on social enfegwhich was passed in 2005 opens up explicitly ne
fields of "social utility", such as environmentahda eco-system protection, cultural heritage and
cultural services, social tourism, research adtisiand education.

Given all those developments, one might reasonakpect a diversification of social enterprises’
activities throughout the European Union, includimgew member states.

Public contracts and other public policies

The contracting out of the provision of goods awvees is a key channel for public authorities to
support the mission of social enterprises. Indeeapirical analysis highlights the importance of the
sales of social enterprises to local public bodliesille et al. 2006).

Under certain thresholds defined by European latisi, public bodies (usually at the local level)
may simply "privilege" social enterprises they knaworder to support the latter and their social
mission; in the case of purchases over these thickaimounts, specific rules have to be respeciatd, b
these rules do not exclude the possibility to take account social dimensions in the procedures fo
the award of public contracts. Indeed, two différeypes of award criteria are allowed: public
authorities can award a contract to the tender \tlith lowest price" (i.e. the bid with the lowesice,

for the required level of quality, is chosen) oeyhcan choose to award the contract to "the most
economically advantageous tender”, i.e. take intwsitleration criteria other than price alone (sagh
social or environmental criteria) in their purcmasdecision. They can for example introduce social
clauses regarding the integration of disadvantageélers or a requirement to make services available
for specific target groups or communitiésHowever, the practice of inserting social criteirigo

2 On the subject of the inclusion of criteria othlean the price alone in public procurement, seeelXaf.
(2005) "Marchés publics et évolution du droit euep : Quelles possibilités de soutien. pour leseprises
d’économie sociale ?" Presented at the 1st EMERIGTropean conference, Paris, April 2005. Availadite
http://www.emes.net
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public contracts is not yet very common in the fpean Union. Italy provides the oldest example of
such practices: as soon as 1991, a law was pass$kid country to reserve certain public contraots
social co-operatives. Although this law had to éelesigned following objections from the European
Commission alongside its competition policy, suchoasibility has been maintained and remains a
key tool. Debates about this kind of issue aréguing on today at the European lelel.

In many countries, the legal framework regulatinglic procurement is less favourable to social
enterprises than in ltaly. For instance, the tenégime implied by the Swedish Law on Public
Procurements prevents authorities from considesomal factors; the Swedish interpretation of EU
public procurement legislation does not allow foefprred treatment for social enterprises. The same
situation prevails in Ireland, the United KingdoRgprtugal and Spain. But legislation is evolving in
other countries (such as Belgium), which are camsig introducing social clauses into public
tenders. Indeed, national and regional practiceshisa matter are relatively diverse across the
European Union. Competing in the market with fasfitrcompanies solely on the basis of financial
criteria often appears difficult for social entéspss, which often support costs that are exteredlizy
traditional companies, and some of them therefeguest that public authorities take their social
dimension into account when awarding public congrachis is clearly an important debate for the
future of social enterprises across Europe.

Another channel that opens a space for social gnges is the development of voucher systems,
wherein the consumer can choose the provider. Systems are usually open to a broad set of
providers - public, for-profit private and not-fprefit providers — and put them in a situation of
competition on a quasi-market. This is the cas¢hefvoucher systems which have recently been
introduced in the field of domiciliary care in Fanand Belgium. In a context where the services
industry — and more specifically personal servieés "on the rise", the development of these sesvic
generates high expectations, based on the cokebiwnefits they can produce (impact in terms of
equity among users, creation of high-quality jod$)erefore, it is important that the question & th
value added of social enterprise models — which dareen by their explicit aim to benefit the
community — be studied more thoroughly.

Is the development of social enterprise in thelfm services a sign of a retrenchment of the welfa
state or, on the contrary, a way to enhance thedatle benefits that may be associated with these
services? The answer is obviously complex. Previ&MES works suggest that the response will vary
depending on the type of public regulation whicdeseloped (Spear and Bidet 2003; Nyssens 2006).
If public authorities limit their action to develinjg quasi-market policies and place all types of
providers on an equal contractual footing, withtaking into account the collective benefits that th
providers create, the risk exists that the soaiabvation role of social enterprises will be cuedj as
most probably will be their capacity to provide sifie answers to these collective problems.
Conversely, if public bodies recognise the speddatures of social enterprise models and fostsr th
development, social enterprises could make theicifip contribution to the public good.
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BELGIUM
Marthe Nyssens

The concept of social enterprise

The concept of social enterprise is still fuzzyBielgium, but it is more and more frequently used to
stress the entrepreneurial approach adopted by@aeasing number of organisations in the third
sectof®. The introduction of the "social purpose compalegal framework, in 1996, is clearly linked
to this trend. This framework is not, strictly skieg, a new legal form; in fact, all types of buess
corporations can adopt the "social purpose comp&hgl, provided they "are not dedicated to the
enrichment of their members", and their statutesply with a series of conditiots However, this
legal status (revised in 2007) has been adoptedobyore than 400 enterprises between 1996 and
2006; this may be accounted for by the fact thabrings with it a considerable number of
requirements, in addition to those associated thightraditional company legal form. Most initiative
that meet, to some extent, the criteria of the EMIESnition of social enterprise have adopted the
legal form of ASBL (non-profit association); thigry flexible form allows developing commercial
activities, provided that these activities are sdbmted to the organisation’s social mission.
Moreover, the legal form of ASBL is necessary talijy for several forms of public support.
However, some public schemes, such as the "wodgiation enterprises” scheme in the Walloon
region, require that the organisation adopt thallstatus of a social purpose company.

The field of work integration social enterprise

In the current context of persistent unemploymdrbw-qualified people, the most recognized field
of activity of social enterprises is that of "warkegration" (Nyssens 2006). This field gathers the
organisations whose main aim is to help people Wwivee been excluded from the labour market,
reintegrating them through productive activity. \Wdntegration social enterprises (WISEs) are
present in a wide spectrum of sectors: environnmheetzor, building industry, proximity services...

The first work integration social enterprises téegeat disadvantaged people were launched by civil
society groups in the 1970s and 1980they questioned conventional social policies, chhihey
considered too limited. When these projects begagrdw, during the first half of the 1980s, regibna
governments developed specific public schemes arudicpfinancing according to the model of
integration developed: "on-the-job training entexgs" (around 70 in Wallonia), which offer
transitional traineeship; "work integration entéps" (around 250 over the country), which create
temporary or long-term employment through subsidiesreasing gradually; "social workshops"
(around 100 in Flanders), which create long-ternplesment in a sheltered work environment for
jobseekers with serious socio-professional dig#sli.. (Grégoire 2003). This legal and institutional
recognition, in turn, led to a further increasehia number of projects.

Other WISEs, mostly associations, became activagiavithout applying for public accreditation.
"Self-accreditation” (i.e. independent classifioa)i and enterprise networking practices also
developed alongside legal institutionalisation.

The field of proximity services

Proximity services are regularly evoked both as sewrces of jobs and as a response to new needs
that cannot be met by traditional organisationsthieg private or public. The federal government, bu
also the Belgian Communities and Regions, recaati a set of initiatives which demonstrate their
interest for this sector.

3 This interpretation of social enterprise can bekdd to the "market social economy" concept, which
sometimes used in Belgium (see EMES European Raseatwork, 2007).

4 Among other requirements, SFS statutes must atipulhat "the members seek little or no return on
investment". The articles must define a "profibadition policy in accordance with the enterpriggtsrnal and
external purposes". The social purpose companyisles must also provide for procedures allowinghea
employee to participate in the governance of therpnise (as a shareholder or/and through a paaticin in the
management of the enterprise).

131t has to be noted that WISEs targeted at indiislwith disabilities had already been developeitién1960s.
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At the federal level: a service voucher for donacyt care

At the federal level, a new public scheme, refer@das the "service voucher system", has been
introduced in the field of domiciliary care. Thigssem is open to a broad set of providers - puliic,
profit private and not-for-profit providers — andtp them in a situation of competition on a quasi-
market. A voucher corresponds to one hour of weokichers are bought by the user and then given to
the provider organisation, which hires the workéhim a normal work contratk

The service-voucher opens a new space for sodiefises. The concerned social enterprises are in
some cases entities from the third sector; in otases, they are rather situated on the — blurred -
border between the third sector and local publididm Social enterprises accredited within the
framework of the voucher system can also combimeétkt other public schemes, such as one of the
work integration schemes or the "home-help to fesiadccreditation”, a social service scheme. A key
question for future research is to determine hdg 'tfpuasi-market" structure implies itself a possib
segmentation, among this diversity of providerghefcustomers and/or workers hired.

At the regional level

The three Belgian Regions have recently adoptedigpudzchemes for not-for-profit initiatives
(associations, companies with a social purposeaal Ipublic bodies organizations) embedded in local
networks that combine a work integration objectiwth a proximity service provision. These schemes
are targeted at services which cannot be includethé voucher system. The initiatives have to
employ "particularly hard-to-place jobseekers" gmvide services which are not provided by
traditional private or public enterprises; the #m¥g must have a social value-added for the teyrito
(small house fittings and fixtures works, gardenimgnsport for vulnerable users). They also have t
be organized in a participative way, involving thierkers (and the users in Flanders) affected by the
activity. Accredited enterprises benefit from palinding to cover part of the expenses attached to
their twofold social mission, namely providing wadrkegration services and ensuring a better access
to proximity services.

The vision of social entrepreneurship underlyingsthvarious public schemes in the field of proximit
services clearly identifies social enterprise whb "work integration field"; as to the promoteffs o
these initiatives, they can be actors both fromcikig society and from the public sector.

Supporting structures

At least two important facts are to be mentioned tasthe overall environment of social
entrepreneurship, especially with respect to supmpstructures. First, at the national level, acsal
fund has been set up by the government in 200Inamée the "social and sustainable economy".
Given the financial means allocated to this fubdhais become an important partner for an increasing
number of initiatives. Secondly, the "consultanggrcies for the social economy” (in the Walloon
region), many of whom are currently working for &inds of social economy initiatives, are
increasingly incited by public bodies to concemtrttieir efforts on the support to market-oriented
initiatives.
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DENMARK
Anne Liveng
Social enterprise and related concepts

"Social enterprise"spcial virksomhedas a concept is still new in Denmark; it is jabbut to enter
common vocabulary and Danish discourses on soohasion (Hulgard & Bisballe 2004). Until now,
it remains primarily used by insiders of the fieldmainly researchers in the third sector, social
entrepreneurs themselves and third sector repedsed in general. Among politicians, the concept
has been used as part of an active labour marKetypavith an ambition to make traditional
enterprises — and especially small and medium griges (SMEs) - more socially responsible in
matters of integration of unemployed persons iheolabour market.

Related concepts used in the Danish context asethbsocial economysgcial gkonomiand social
innovation §ocial innovatiof. The concept of social economy is used almostnasquivalent to the
concept of social enterprise, but with a lesseugogn democratic ownership or ownership not based
on capital than the notion of social enterprisensas defined by EMES (Defourny 2001, quoted by
Nyssens 2006).

The concept of social innovation is often linkedatdocus on neglected "societal growth"; social
innovation is considered as characteristic of @niges combinindoth economicand moral values
(Ellis 2004, 2006). The concept of social innovati® used - and highlighted as a way to produce new
growth - by representatives of the private seabak lay researchers in this sector.

Areas of activity of social enterprise and social@nomy organizations

Social enterprises and social economy organizatansbe classified in four main groups, according
to their area of activity:

- Organizations providing voluntary social suppoar, €xample crisis centres and refuges for
battered wives, "self-help groups” in all areassotial and/or psychological crisis (divorce,
suicide, serious illnesses etc.) or thrift shopsteel to ecclesiastical communities.

- Cooperatives and companies with membership demgordeere members do not necessarily
work in the company, but influence decisions andnping through their vote. These
organizations can be found in the fields of retate, financing, insurance or farming (for
example, member-owned insurance companies or caipeecological farms producing and
selling goods).

- Organizations offering education or on-the-jobrtiag to vulnerable groups of unemployed
persons. These "work-integration social enterptig®@¥ISES) have been studied in the
framework of the PERSE project (Hulgard 2006) (selew).

- Local development and urban renewal projects, wisieh up local partnerships between
representatives of the public, the for-profit ptezand the third sectors (Bisballe 2006).

Social enterprises, at the crossroads of the thresectors

The integration between the public sector and Hiel tsector is high in Denmark. Danish social
enterprises often rely on public support and pljpbabsidized staff. The tasks carried out by Dianis
social enterprises are frequently the same as ttasied out by the public welfare state, and thesa
and values of social enterprise are often part gjublic political strategy. Conversely, social
enterprises can take part in raising public debated thereby influence the political agenda.

As regards companies characterized by social irtrayahey are for example to be found in the area
of biotechnology, with companies inventing e.g.dwas to be used in the third world, fighting
malaria or finding landmines. These companies &snemall, family-owned or owned by the small
group of entrepreneurs/innovators themselves, Wwaecship structure is usually not central to those
focusing on social innovation; as a result, mogheke organizations do not meet the criterioringtat
that the decision-making power should not be basedapital ownership, which in the strict sense
excludes them from the field of social enterpridgéswever, criteria should not be applied too rigidl
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in a national context characterized by the interesl use of the concepts of social entrepreneurship,
social economy and social innovation and by blulrediers between the different types of companies
and institutions and their major purposes.

Social enterprise in the field of work integration

Whereas research into social enterprises in gengratarce, work-integration social enterprises
(WISESs) have been studied, as already mentionedinvthe framework of the PERSE project.

The landscape of WISEs in Denmark is dominated dgall community enterprises offering
traineeship and temporary woroKalt orienterede sociale virksomheder som tilbyaddannelse og
midlertidig beskaeftigel3é’ Danish WISEs are both similar to and differentnfr&European social
enterprises as they have been depicted in the Bizbtype. On the one hand, Danish WISEs fit the
general European picture of social enterprisedan they have a strong entrepreneurial component,
while remaining strongly embedded in the asso@atv co-operative world; indeed, most WISEs
were founded by local actors, often in close coraipen with third sector organisations. On the othe
hand, many Danish WISEs distinguish themselves fmawst European WISEs as regards the extent
of public sector involvement: Danish WISEs (as ottiganizations in the field of social enterprise),
though formally autonomous, are under pressure fsablic authorities, which often determine their
objectives (Riis 2003).

Self-owning institutions in public partnerships

In Denmark, there is no specific legislation focisb enterprises. Among the variety of legal forms
adopted by Danish social enterprises, the pregpitine is that of the "self-owning institution”
(selvejende institutign The term self-owning institution refers to tlegdl status of a wide range of
cultural, environmental, educational and socidlitimgons and organisations providing various pabli
goods under subcontract, especially within thedfiel welfare provision — day-care, cheap meals,
work integration, rehabilitation, nursing homessteds, emergency centres etc. — and within the
private school sector. Riis (2003) estimated thate were 9,000 self-owning institutions operating
the social area in Denmark.

The strength of the ties between these organizgtmmthe one hand, and national, regional and loca
public bodies, on the other hand, varies from orgamization to another — ranging from social

enterprises that are more or less integrated pértise local public welfare system to organizations
under little or practically no direct supervisiagnrh public authorities.
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FINLAND
Pekka Pattiniemi

In Finland, work integration social enterprises iarpractice the only type of social enterprised, s
explained below, the term "social enterprissidjaalinen yritysis reserved to them by law.

It has to be noted, though, that in a near futbeetérm "social enterprise" might become used in a
wider context, as evidenced by some recent devadotsne.g. in the field of social and health care.
Indeed, most providers in this field would not leéerred to as "social enterprises” : many are fgiva
enterprises and companies, some are nationwideiagens - like the national associations for the
disabled, the visually impaired or the deaf - whidhy a very important role of service provision to
their members (these services are often providecbbypanies owned by these national associations)
and only a few are co-operatives or other cliemvorker-based organisations; but a first discussion
on a specific legislation for social enterpriseeviting social and health care services was held in
Parliament in spring 2007, and the subject of @nigEs combining social and economic dimensions is
awakening growing interest among academics.

Work-integration social enterprise

The Finnish interest for employing disabled persimspecialised organisations dates back to the
years immediately after the Second World War aedli960s. Since Finland belongs to the group of
the Nordic welfare countries, which are characgetiby a universal welfare system within which the
responsibility to take care of those in need lieghe public sector, in a first stage, from the 9t

the early 1990s, the questions of work integratiod creation of stable jobs for disabled persone we
mostly addressed by the public sector. During fiesiod, municipalities and other public sector
entities established, with specific state suppover 300 work centrestyOkeskus and sheltered
workshops guojatydkeskys

Until the 1990s, unemployment rates remained losvaaconsequence, there was no real need for
social enterprises. But the mass unemployment &eg @conomic crisis which hit Finland in the
beginning of the 1990s changed the situation. érttid-1990s, social enterprises developed under
three forms, besides the abovementioned traditiforais of sheltered workshops and work centres
(Pattiniemi 1998):

- village associations (local development and sadalices);

- associations for the unemployed and labour co-tipes

- professionals organising the delivery of social hedlth care services.

In the late 1990s the associations for the disabledl associations for the unemployed conducted
several development projects financed by the Ewogeocial Fund (ESF) and aiming to develop
social enterprises. The good results obtained lyesof these ESF projects led to a couple of
parliamentary draft proposals for a law on sociategrises. Ministerial committees were also
established to assess the need for legislatioroialsenterprises: they all reached the conclutian
there was no need for such legislation. Howevesdhresults did not put an end to the discussion on
the need for and role of social enterprises; inddeslidea of work integration social enterprisesaa
means of creating employment had generally beeepted by people with disabilities and by those
working with the hard core of unemployment. The igliry of Labour, that struggled with the
persistent hard core of structural unemploymenings@70,000 jobseekers, of which 90,000 were
disabled workers), also saw social enterprisemaspaortunity to solve at least part of the problem
The expected significant change in labour availgbih the following years also pointed out to the
necessity to raise the employment rate in ordengure the functioning and financing of the welfare
state structures.

Finnish Act on Social Enterprises (1351/2003)

A Finnish Act on Social Enterprise (1351/2003) iiaslly adopted at the end of 2003, after a very
rapid preparation procedure, and came into forcdasmary 1, 2004. According to this Act, a social
enterprise:
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- is an enterprise created for the employment of lgeajith disabilities and of the long-term
unemployed (81);
- is a market-oriented enterprise with its own prag@and/or services;
- should be registered as a trader in the registesooial enterprises kept by the Ministry of
Labour (83);
- should pay all its employees (whether disadvantageaot) wages set according to the
general agreements currently in force in its brasfandustry.
Moreover, the bylaws of the enterprise must exibfichention the aim to employ disabled and long-
term unemployed persons; the disabled and thetlemmg-unemployed disabled must represent at least
30% of the social enterprise's total workforce, amdry social enterprise in the register must egnplo
at least one disabled person. No other enterphiae those registered may use the words "social
enterprise" in its marketing or in its name.

Public supports for registered social enterprises

Finnish social enterprises do not benefit from a&pgcific public benefit, and there are thus no
restrictions for social enterprises on how to tmegr tprofits or surpluses.

Public employment services may grant support to gbtblishment of a social enterprise and to
associations and foundations aiming to promoteas@citerprises. This supports may not be granted
for promoting the commercial development of soeraerprises. Due to the restrictions linked to the
use of the support, few enterprises have applied.f@esides this support specifically intended fo
registered social enterprises, the latter are gligible to all forms of supports, loans etc. aahié to
any registered enterprise in the country.

When applying for employment supports to cover pathe wage costs of the long-term unemployed
and/or disabled members of the staff, registereithkenterprises are eligible for an easier prooedu
than "normal” enterprises, and they can apply ler rhaximum level of grants, which is not always
the case of other enterprises. Concerns aboutrucdanpetition, taken up by some organisations
representing small and medium-sized enterprisesirahgstries and by some public sector service
providers, have made it impossible to introduceeptidvantages (such as tax deductions) for social
enterprises (Péattiniemi 2006).

Finally, also worth underlining regarding the qimstof public support is the fact that today’s &imdi

is functioning overwhelmingly in a neo-liberal walfor example, municipalities or other public
bodies, when outsourcing social services, only vargly develop procurement practices which could
favour social enterprises or associations in tléaseector.

Finnish social enterprises in numbers

Given the limited extent of the benefits linked ttee registration as social enterprise, enterprises
already active in the area of employment of peoplth disadvantages and long-term unemployed
have shown little interest in registering (Huot2005: 109). As of October 16, 2006 only 69
enterprises had been included in the register. iiostese (59) were limited companies or other gype
of companies, some of them owned by welfare assoegor foundations. The other ten enterprises
were social economy organisations (co-operativesp@ations and a foundation). The evaluation
report on the promotion and effectiveness of the ba Social Enterprises (1351/2003) (Karjalainen
et al. 2006) concludes that "the economic importanceedfatts of social enterprises is minimal; their
employment capacity is limited and the supportsiga@to them constitute no threat to competition. |
is worthwhile to consider whether social enterisienited effect is only due to the minimal suppor
they receive".
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FRANCE
Laurent Fraisse
The concept of social enterprise

In France, the concept of "social enterprisitfeprise socialeis still a new concept, whose use and
understanding remain limited to a circle of expams social entrepreneurs; it is not really used as
key concept by policymakers and is not well-knowrthte wider public. Indeed, the notion of social
enterprise is far from having achieved a recognigsonilar to that gained by the concept of "social
and solidarity-based economy”, which has gatheoetitons of actors for the last twenty years.

However, some events constitute tangible signs@forogress made by the social enterprise concept
within French society. These include, inter alide t"regional conferences of the social
entrepreneurship” in 2003; the creation, duringsthme year, by some business schools, of a "chair o
social entrepreneurship”; some activities launchedhe "Agency of valorisation of socioeconomic
initiatives" (Agence de valorisation des initiatives socio-écaoss or Avise); and the organisation,

in June 2007, of an international conference insRar the theme of "Reconfiguring relations between
economy and solidarity: associations, cooperativessocial enterprise$!

Moreover, the boundaries between associations aogecatives are becoming increasingly blurred;
this evolution leads to the creation of new legairfs that can be said to focus on the conceptmélso
enterprise. Associations’ increasing commerciaivdigs and the role the former play as employers
have already led a number of authors (such as Bi@04) to talk about "associative enterprises"”
(entreprises associativesWith the changing public regulations and the eadvof competition
between associations and private companies fopiin@sion of social services (e.g. services to the
elderly), market pressure is no longer limited totwal benefit societies and cooperatives; it has al
become a reality for a significant section of tkeaxiative sector. In the social sector, in otherds,
the question of public governance of associati@®nomic activities blurs the commonly accepted
boundaries between market cooperatives and assosiat

Obviously, France - as the other EU countries -dw the development of different kinds of "work
integration social enterprise” (Eme and Gardin 2@2&olo 2006; Gardin 2006). In the area of the
fight against the various forms of exclusion, wontegration social enterprises have constitutethén
1980s and the 1990s, a strategy of fight againstpioyment and exclusion which has appeared as
innovating insofar as it mobilised work and theati@n of enterprises to serve a social goal — namel
the integration, into the labour market, of disadaged persons (unemployed persons, social aid
recipients, low-qualified young workers, handicappgeersons etc.). In 2004, the 2,300 registered
structures providing work-integration services rkvintegration enterpriseiftreprises d'insertion
temporary work integration enterprisenfreprises de travail temporaire d'insertjpintermediary
associationsgssociations intermédiairgsintegration work siteschantiers d’insertioh - employed
some 220,000 salaried workers (DARES 2005).

A new legal status, the "collective interest coopetive society"”

The main statutory innovation in recent years ian€e has been the creation, in 2002, of a new legal
form: that of "collective interest cooperative sgl' (société coopérative d'intérét collectir SCIC).

The SCIC is a private, collective-interest orgatiisg this new form of co-operative undertaking
brings together employees, users, voluntary workiexsal and regional authorities and any other
partner wishing to work together on a given locae&lopment project. The creation of the SCIC legal
form is one of the outcomes of a debate on the teéake into account, in the range of legal forms
available to social economy enterprises, the difiestakeholders involved in the setting up of loca
initiatives. It also results from the work of thitdnks organized by the French co-operative movémen
regarding research being carried out and initiatibeing set up in Europe in the area of social
enterprise (Borzaga and Defourny 2001); the expeeef social co-operatives in Italy, in particular

'8 Conference organized by Jean-Louis Laville andXNé\M with the support of EMES.

20



was a source of inspiration. However, after fivargeof existence of this legal form, only 94 SCICs
have been creat&d

Social entrepreneurship support and funding

One of the recurrent issues regarding social emngurship is the lack of recognition of their
specificity in the public programmes and funds $tarting a business or running a small enterprise.
One of the goals of the new local public actiorfawmour of the social and solidarity-based economy
(Laville et al. 2005) is to launch special methadptal and financial support mechanisms taking into
account the immaterial investment, the collectimmehsion, the non-monetary resources and the
positive externalities of social entrepreneurship

Besides, public representatives in charge of theakand solidarity-based economy increasinglytary
include work integration-related social clausepublic markets.

There exist, in most places, local schemes aingrgypport integration through economic activityt bu
a major stake of public policies for the social aatldarity-based economy is to manage not to make
the support to social entrepreneurship conditiopah the sole goals of job creation and integraion
disadvantaged people into the labour market. A@tiemof fact, for many social entrepreneurs, what
motivates them to create an enterprise is notitfe gainst exclusion, but sustainable development
international solidarity, the creation of socialks, artistic and cultural activities etc. Job tmaand
work integration, in such cases, are only indiesisequences of the activities set up rather thain t
main goal.
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GERMANY
Karl Birkholzer

The paradoxical situation of social enterprises iltcermany

Social enterprises and social entrepreneurshipeinm@ny are facing a paradoxical situation: on the
one hand, they almost do not exist on the politigg@nda nor in the public debate or the media, and
not even in the academic discourse, where theitystilimited to a small circle of individual exper
with almost no support from official institution®n the other hand, a social enterprise cultureugéq
considerable size and importance does exist; sdnie elements are based on traditions which date
back to the 19th century.

The reasons behind this situation are basicallydiao

First, the concepts of social enterprise and s@tahomy (as a whole distinct third sector) ark sti
ignored or rejected by the majority of politiciaaed economists alike in Germany. The factors
accounting for this situation are rather complex:

- The terms were imported from abroad by transnatti®search projects and in the first place
did not mean anything to a German audience.

- Furthermore, it was expected that social conflictpost-war Germany would be solved by a
special type of social partnership agreement whiels referred to as the "social market
economy”, and from this point of view, there wasmeed for new approaches such as the
social economy and/or social enterprises. The t@tudbecame even more complex as the
consensus between the social partners involvedersdcial market economy eroded heavily
under the hegemony of neo-liberal economic thinkargd (more or less at the same time) the
so-called "socialist economy" broke down in Eastr@ay.

In this context the terms "social economy" and i&oenterprise” were confronted with a lot of
prejudices and misunderstandings.

Secondly, those organizations which could be qgedlifas social enterprises do not really see
themselves as belonging to a wider social econantos They are still separated and split up in a
variety of different "milieus”, each with its owerims, identities and organisations; quite ofteayth

do not even communicate with each other. Althougtiad enterprises play an important role in the
field of fighting unemployment, poverty and so@aklusion, there are no real support schemes at the
regional or national level. The only exceptionhiattof so-called "integration enterprises"”, whiem c
ask for special subsidies for employing disabledpfes but these schemes are open to all types of
enterprises.

Things have started to change only recently, amd slewly. In November 2006, for example, a first
national congress on the "solidarity-based econdogK place in Berlin.

Social enterprises' types, quantitative importancend fields of activity

In spite of such a difficult overall context, attet® to better identify the third sector in Germéuaywe
been made, among which a national survey condwtésiv years ago (Birkhdlzer et al.., 2004).
Further steps toward a better knowledge of socigdrerises could use that work as a background
since the following operational criteria were chose define the boundaries of the social economy:

- organisations to be included in the study shoulgk giriority to social and/or community-
oriented objectives;

- their entrepreneurial activities should be initthby civil society actors;
- they should have a not-for-private-profit oriermati
- their organisational structure should be of thepevative type.

A high number of social enterprises could be idttiin such a third sector which, in Germany,
comprises an older part, consisting of cooperatiwedfare organisations, foundations and traditiona
associations, and a rather new part, consistingtefiration enterprises, volunteer service agencies

22



self-help initiatives, socio-cultural initiativesself-managed enterprises from the "alternative"
movement, women’s and eco-movements, work integratompanies, local exchange and trading
systems, and neighbourhood and community entegprise

Although not labelled as such, many social entsggsriare working with economically and socially
excluded persons, in the fields of social servias/ironment, sports and culture, but there are
activities in all sectors, including agriculturedahigh-tech production. Of course, there are afot
welfare schemes for the integration of unemployedtherwise socially excluded people, but these
are not appropriate for the creation of sustainabl@al enterprises. As it was already pointed out,
there are no specific public schemes supportingasanterprises and only a few partnership
agreements at the local and regional level whic déth the provision of public goods and services
(one example is the Berlin Development Agency foci&l Enterprises and Neighbourhood Economy
- see references).

Current challenges

The main problem remains the lack of acceptancer@rmgnition of the concept of social enterprise,
but other challenges also appear as important. latle of an appropriate framework, including
specific legal structures and financial as welbaganisational support structures, is also detrtaidn

the sector. Finally, social enterprises themseheed to work on the development of specific micro-
economic strategies. Possible improvements of itbat®n could be expected in the follow-up of a
national programme called "Social City", which editated to the development of the most deprived
areas in German cities, as social enterprises gajda key role within that process.
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IRELAND
Mary O’'Shaughnessy
Types of Irish social enterprises

Social enterprises are part of the Irish sociaheawy, which also includes charities and co-opeeativ

In the early 1990s, Planet (the network of areatdgmrtnership companies) and the national social
economy group developed a typology of social ecognorganisations on which subsequent statutory
funding measures came to be based on this typahafjyded three main subsets:

- community businesseshich are generally financed from trading incom@ne.

- deficient-demand social enterpriseghich tend to emerge where the demand for paaticu
goods and services within a community is not matdheresources to pay for the provision of
the demand, due to such things as local disadvamtapw-density population;

- enterprises based on public sector contrawatkich deal with the potential for subcontracting
public sector expenditure in disadvantaged areadot@al community businesses and
enterprises.

A key attempt to categorise Irish social entergrisas been undertaken by O’Hara (2001), who has
developed five broad categories of Irish sociakmrises on the basis of their objectives, acésiti
and operation. These categories are as follows:

- work integration social enterprises, associatedh wie integration of members of excluded
groups into the labour force;

- credit unions;

- social enterprises providing personal and proxirségvices;
- local development organisations;

- housing co-operatives.

The Irish credit union movement, which was estalelis in 1957, is an excellent example of a
successful social enterprise. A credit union cassi$ a group of people who collectively save their
money and lend to each other at a reasonable fateeoest. The Irish credit union movement is a
voluntary movement, and each credit union is arepetident autonomous body with support and
advisory services organized by a central bodyJriek League of Credit Unions (ILCU). The ILCU is
an umbrella organisation for most credit uniongréand. There are 547 credit unions in the coyntry
serving over 3.2 million members, with an estimaddsb euros turnover. And with an estimated 3,800
employees and a 24% share of the national persmamalmarket the credit union has been established
as a viable alternative financial institution ieland (Carroll & Beckett 2007).

Housing cooperatives, for their part, constitutadistinct form of not-for-profit mutual housing
association; they are working to relieve housingdsefor community benefit. The members of the
cooperative are the users of the housing servioegded by the cooperative. Housing cooperatives
originated in the 1®century as mutual aid societies seeking to cleans facilitate security of tenure
and provide affordable housing options. Small haweership building cooperatives, which
developed in Ireland during the early 1950s, weagentcommunity-based and less philanthropic-led
than their forerunners; this new wave of initiaiwgere established by local self-help groups seekin
to provide housing for themselves. The Nationalo&ggtion of Building Cooperatives (NABCO) is
the key source of information and advice about fbemation and management of housing
cooperatives. The association, which acts as arnrellatbody for all housing co-operatives, was
formed by representatives of cooperative housirgieties in 1973; it is registered as a non profit
Industrial and Provident Society under the curtesh legislation. There are 10 housing co-opeesiv
with an estimated 2,009 members and a 3.5m euno®uver; they employ approximately 22
employees (Carroll & Beckett 2007).
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Legal structures

Irish social enterprises adopt a variety of legalcures, including the company structure limitsd
guarantee or share, industrial and provident sesieand co-operatives. Social enterprises can also
apply for charitable status, which provides thenthwgertain exemptions from certain taxes. The
Revenue Commissioners determine whether a bodstitted to charitable tax exemption under the
Taxes Consolidation Act 1997. Charities legislai®ourrently under review with a view to reform as
the charities sector in Ireland is unregulated.aAonsequence there is no such thing as a registere
charity in Ireland at present and no statutoryrdedin of what a "charity" is.

Statutory support

Two main types of social enterprises receive stayusupport: local development social enterprises
and work integration social enterprises. The forave typically emerged with the support of
statutory funding made to support area-based dewedat partnership structures, such as the EU
LEADER initiative and national operational progragsrfor local Urban and Rural Development. As
to work integration social enterprises (WISES)yéhis a strong relationship between Irish WISEs and
national active labour market policies (ALMPs). ABRgl were introduced in the 1970s in response to
rising national unemployment levels. Community Eoyphent, Job Initiative and the national Social
Economy Programme are the most typical ALMPs is thgard. They essentially entail the provision
of subsidies to employers and training schemegtedgat the long-term unemployed. There are three
main types of Irish WISESs: sheltered employmertalalevelopment and social economy WISES.
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ITALY
Carlo Borzaga, Giulia Galera and Flaviano Zandonai
From social cooperatives to a broader legal concdph of social enterprise

Social cooperatives have so far represented the tgpe of social enterprise in ltaly. Since the
approval of Law 381/1991, which introduced the abciboperative legal form, these organisations
have registered an average annual growth ratermguigim 10 to 20%. In 2005, there were over 7,300
social cooperatives; they employed 244,000 workers.

However, this impressive development of social epapives has not prevented other types of third
sector organisation from developing social entne@ueial activities, and a law on social enterprise
(Law 118/2005) has recently been adopted, whicloubtkdly constitutes a landmark in the history of
the Italian third sector.

The new law incorporates the principle of pluralishrorganizational forms and does not consider the
organizational structure as a condition for elilifipias a social enterprise. The law divides eligib
organizations into two sub-sectors: that of comgaiind that of organizations that are not companies
The innovative character of the law results fronthbihne opening towards new sectors of activity,
other than welfare, and the variety of the typesrghanizations eligible to become social entergrise

As said, the law crosses the boundaries of legalaaganizational forms, enabling various types of
organization (not only cooperatives and traditiomah-profit organizations, but also investor-owned
organizations, for instance) to obtain the "legainol" of social enterprise, provided they complyhwi
the non-distribution constraint and organize tharesentation of certain categories of stakeholders,
including workers and beneficiaries.

The law also provides that associations and foummkathat want to be registered as social ent@pris
must provide evidence of their entrepreneurial iatconversely, investor-owned companies applying
for the social enterprise brand have to comply welhtain requirements regarding the distribution of
benefits (namely respecting a total non-distributioonstraint) and participation of relevant
stakeholders.

Interestingly, the definition of social enterpriséroduced by the Italian legislator mirrors the ES!
definition, except on three points:

- _the law imposes a "total non-distribution constraon social enterprises. Indeed, the latter
have to invest all their income in their core besmor in increasing their assets;

- the goals pursued and the sectors of activity aperl

- the criteria of stakeholders’ involvement (workarsd users) prescribed is weaker than the
one proposed by EMES, as the definition of "invateat" introduced is indeed very wide.

Business activity of social utility

The law on social enterprise identifies a numbemest fields of business activity, defined as fiabdls
"social utility". According to Paragraph 1 of Atic2, sectors of public utility are precisely: a)
welfare; b) health; c¢) welfare-health; d) educatidnstruction and professional training; e€)
environmental and eco-system protection; f) devekm and cultural heritage; g) social tourism; h)
academic and post-academic education; i) reseatiliti@as and delivery of cultural services; I) et
curricula training; and m) support to social entisgs.

Furthermore, the law acknowledges the experienoedayy social cooperatives in the field of work
integration. Enterprises active in this latter digan apply for the social enterprise label, whatev
their field of activity. What matters is that thetigity be carried out by employees of whom at teas
30% are disadvantaged or disabled. In additiorhéodategories provided for by law 381/91, long-
term unemployed people are also taken into coresider However, no fiscal benefits or social
security reductions are granted.
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Socio-economic context: current challenges

The abovementioned factors of institutional innawat create a favourable context for the
development of social enterprises; but other véggbelated to the socio-economic context, alse@ ha
to be taken into account in analysing the statthefart and the prospects of development of social
enterprises, given the potential impact of theseékbes on the start-up of new enterprises. Vagsbl
to be considered include:

- the shrinkage of public resources in the concefigdis of activity, including social policies.
Hence, two controversial phenomena are currentlycak: re-publicization, on the one hand
(i.e. services previously contracted out by puldighorities to third sector providers with
public subsidies are now being again provided diydxy public organisations), and the entry
of new, for-profit providers (above all single iaiuals), in fields of activity traditionally
occupied by social enterprises, on the other hand,;

- the substantial legitimization of social enterpsisa the framework of local governance
systems, where new policies are planned in seofardevance for social enterprises;

- the possibility for social enterprises to implemeww partnerships, involving other third
sector actors, especially banking foundations - owly for representation and lobbying
purposes, but also with a view to bringing aboubirative welfare models at the community
level;

- the establishment of fruitful relations with otheconomic actors - beyond a few "best
practices" examples in the sphere of corporateabagsponsibility — with a view to
integrating disadvantaged workers into work.

Some of these variables (such as the first one)hoaaer the creation and development of social
enterprises, while others can positively impactdbetor's perspectives and prospects (this isabe ¢
of the last three variables mentioned).

Social cooperatives have developed intensively gpecific niche; the next challenge lItalian social
enterprises will have to face is the expansiorheirtactivities in a wider set of economic sectarg]
under a plurality of organizational forms.
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POLAND
Ewa L&
Recognition of the social enterprise concept

The concept of social enterprise is an emergingnan Poland; there is not yet a common definition
of the concept, which originates in the concepthioél sector, non-profit sector and cooperatividse
specificity of social enterprises, compared todtsector, non-profit or cooperative organisatiams i
general, lies in the fact that they are profit—nmakelthough not profit-maximizers, and that they
focus more on general interest/community interestd,not only on mutual interest goals.

Social enterprises are still rarely a subject dbligpudiscourse and they are only partially integdat
into policies and laws. Only recently have a feigyodebates recognized the potential of third @ect
and social enterprises as a vehicle for creatingcgs for households and communities and jobs for
hard-to-employ groups.

Fields of activity

Despite these obstacles, recent development dysandaate that social enterprises are growing in
the field of work integration, some social serviegsl community services. Indeed, social enterprise
have come into being as a response to the humas absransition — mainly the mass increase of
unemployment and poverty and the welfare gap addagehe shrinking of the public welfare system.

All categories of work integration social enterpas— those providing transitional occupation, those
aiming at the creation of permanent self-financebsjand those based on socialization through
productive activities — have registered significgnbwth lately. This trend was reinforced by the

European Union's policy recommendations and straktiunds to address problems of social

exclusion and unemployment (e.g. European Employi8aategy, Lisbon Strategy, White Paper on

European Governance) as well as donors' programime&soperation with some local government

bodies, relevant ministerial authorities, acadenpegperts and civil society groups.

Legal forms

Most social enterprises in Poland operate with@nldigal framework of associations or other voluntar
organizations, foundations or cooperatives. Besidise traditional legal forms, there are several
entities that do not have a legal personality actdaa substructures of associations, foundatiods an
other voluntary organizations, e.g. vocational gnises for the handicappedaktady Aktywnéi
Zawodowej or ZAZ), social integration centresefptra integracji spotecznejor CIS), social
integration clubsKluby Integracji Spotecznepr KIS), job-seeking clubK({uby Pracy or KP) and
workshops of vocational therapyérsztaty Terapii Zagiowej or WTZ).

Poland has also introduced recently a new legah fepecifically intended for work integration sdcia
enterprises: the Act on Social Cooperatives, whiels passed in April 2006, allows selected needy
groups (such as ex-convicts, long-term unemploykshbled persons and former alcohol or drug
addicts) to set up a social cooperative. This ansftitutes an important policy innovation in theldi

of employment for disadvantaged groups. Social eoatpves are entitled to perform public tasks,
similarly to associations and foundations, and todpce goods and services on a not-profit-
maximizing basis.

The "legal future" of social enterprises in Polémdtill uncertain. Indeed, some analysts are viotia

of expanding the range of legal forms availablesdgial enterprises, namely by allowing these to
adopt the legal form of limited liability companyé stock company of public purpose (Besid
2006). In parallel, the possibility to legally fadbassociations and public benefit organizations to
carry out any economic activity has recently beebated. Other analysts are critical of the few
existing non-profit commercial companies, whichytlaecuse of deconstructing the boundaries of the
third sector. There is also a recent initiativesofne social economy activists to introduce a ngalle
form of social enterprise, but this initiative hast yet received significant support, be it from
politicians or from the social economy sector ftsel

28



Public schemes and procurement practices

There are a few public schemes at the national Bygporting the mission of third sector and social
enterprise organizations. The Public Fund for €itiznitiatives Fundusz Inicjatyw Obywatelskich
FIO), created for the years 2005-2007, awardedtgramging from about 1,000 euros to about 50,000
euros, to over 1,300 associations and foundatibnste are also specific public schemes supporting
the creation and mission of social cooperativeamely the "seed money for start—ups" distributed by
the "Regional Funds for the Social Economigeégionalny Fundusz Ekonomii SpotecgnEpe latter,
which have been in existence since 2004, have tsg@aced in 2006 by "Support Centres for Social
Cooperatives" @srodki Wsparcia Spétdzielcza Socjalne] OWSS supporting social cooperatives'
ongoing activities. There are 11 Support CentreBdland; each of them has been granted a sum of
approximately 40,000 euros to award grants andereswpport services to social cooperatives.

Local public authorities, according to the Act oubRc Benefit and Volunteering of 2003, may
delegate public tasks to social enterprises (inolydocial cooperatives), on the basis of a cortipeti
bidding procedure or — more often — of the so-ddligen competition of offers". The most frequently
delegated public tasks include sport and recrealtiantivities, social services and services for the
handicapped, health promotion, local developmegtit@urism and ecology), educational services,
cultural and arts activities and national heritpggtection.

Training structures

Several Polish universities offer training progra@sndeveloped for social enterprise leaders anfl staf
One example is a pilot training/educational progreamfor social enterprise managers, which was
launched in March 2006 at Warsaw University's togti of Social Policy, within the framework of the
EQUAL project "We Have Jobs". This innovative poattuate programme for existing and would-be
managers in social enterprises and local leadesspplemented by winter and summer schools on
social enterprises with a series of national angrimational visits. Various state and private
universities also include the subjects of socialneeny and cooperative movement to the curricula of
the general studies (mainly within the facultiestitutes of economics, management, law, social
policy, economics and management of agriculture);esome of them also organize postgraduate
studies on these topics.

Some cooperatives and other social economy ordg#mizathemselves organize training courses for
the managers/employees/elected leaders of sodialpeises. Most of them focus on very concrete
issues (accounting, taxes, marketing, quality abnfpersonnel management etc.). Most of these
courses are financed by the participants themsébamaetimes with the support of the organizations
of which they are members/employees); sometimeg dne organized in the framework of EU or
national projects.
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PORTUGAL
Heloisa Perista
The field of social enterprise in Portugal

The concept of social enterprise, as such, is reliitively absent both from mainstream policy and
scientific debate in Portugal. However, there iargoing debate about the larger set of thirdasect
organisations, to which social enterprises belémghe last few years, this debate has revolveastim
exclusively around the concept of "social economayil, more specifically, around the "Social
Employment Market" Nercado Social de Empregowhich aims at the work integration of
disadvantaged persons.

Most third sector organisations have been tradillgnoriented to the supply of social services,
namely to children, elderly people and people vditabilities. Indeed, the Portuguese system of
social securitf is based on a model in which responsibilitiessirared between the state — through
public bodies, including local authorities — and titon-governmental and non-profit sector. According
to the principle of complementarity, it recognigke articulation among the various forms of social
protection - public, social, cooperative, mutuadl gomivate for-profit organisations - for developjng
replar(%ilng or complementing state initiatives forciab security purposes and especially for social
actiort~.

But third sector organisations have recently beewimg and diversifyingpenetrating new areas and
developingnew forms of response, including in the field ofriwntegration. An important factor
accounting for this evolution is the launch, in 89%ithin the framework of the Social Employment
Market, of a specific public scheme — the so-calletegration Companies'Empresas de Inser¢go
scheme. "Integration Companies" receive public naxtt and financial support. They may be
promoted by different types of third sector orgatiems: misericordias (charitable organisations
closely related to the Catholic Church), mutual dfgnassociations, private institutions of social
solidarity (nstituicdes Particulares de Solidariedade Socal IPSS) and cooperatives, mainly from
the social solidarity branch. They are practicétlg only form of organisation in Portugal combining
social and economic purposes; talking about secitdrprises in this country thus virtually amouots
talking about Integration Companies. Consequetiily present contribution will focus on the latter.

Main recent developments and debates on WISEs

Previous research on social enterprises, develogiin the EMES European Research Network,
analysed Integration Companies in detail (Peristd Blogueira 2002, 2004, 2006). Information
recently released by the Social Employment Markem@ission (Rebelo and Ventura, 2006) also
allow for a retrospective analysis of some datamiag the evolution of Integration Companies, from
the launch of this measure, in 1998, until 2005.

Between 1998 and 1999, the number of Integratiom@2mies increased by more than four times,
rising from 67 to 284. This number continued ta@ase until 2001, when it reached a pick of 611. In
2005, 521 Integration Companies were in operatidddrtugal.

The evolution in the number of beneficiaries patatl the rise in the number of organisations; the
former increased steadily between 1998 and 200@n(fb55 to 4,693 beneficiaries); in 2005,
integration companies served 4,265 people. In 2086, however, the number of beneficiaries had
decreased to 3,268 Women represent 75% of all the beneficiariesmédration Companies; this
may be - at least partly - related to the main ascof activity, which are traditionally highly
feminized ones (most integration companies are/@dti the fields of homecare support, gardening,
laundry and restoration). As to age distributfpbeneficiaries between 25 and 44 years old coestit
the largest group (30.5% of beneficiaries). Howewaesignificant 11.5% are over 49, which seems to

20 Cf. Lei de Bases da Seguranca Sadiaw n° 32/2002, of 20 December.

2L The activity of "private institutions of social l&tarity”, for example, is regulated, fiscally coolted and
financially supported by the state, through co-apen agreements.

2 There is no information available on the numbeintégration companies in June 2006.

% Source: IEFP, Departamento de Planeamento Estratég Rebelo and Ventura, 2006.
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indicate that Integration Companies are also cagermolder workers, who experience specific

difficulties in terms of integration into the labomarket. The population covered by Integration

Companies shows a low level of education: 42.3%eetvmost 4 years of schooling, another 32.3%
have 6 years of schooling, and 6.7% of the bersefas do not even have any schooling dedree

Still regarding the retrospective analysis of daferring to Integration Companies, it is intenegtio
consider the number of people covered by the deetélntegration Award" RPrémio de Integracdo
launched in 2003 and addressed to the employerssighoa permanent work contract with people in
integration process. Until now, the proportion @nbficiaries concerned by this Integration Award
has always remained under the threshold of 5% etdtal number of beneficiaries (115 workers in
2003, 219 in 2004, 184 in 2005 and 34 in the fiedf of 2006°). This may be regarded as a sign of
the frailties of Integration Companies; indeed, a@ns have been expressed (for instance in Perista
and Nogueira 2006) about the sustainability ofdraion Companies, especially after the end of the
subsidy period.

A recent study (Santos 2006) addressed this issuihe basis of case studies of some Integration
Companies run bynisericérdias The main reason why the "Union of the Portugudssericordias
(Unido das Misericérdias Portuguegadecided to commission this study has to do withfact that
the period (seven years) of funding of the firdegmation Companies was coming to an end; an
evaluation of the outcomes and drawbacks of thiasme was thus needed. Although the report
concluded that Integration Companies would be &bkurvive after the end of the subsidised stage,
several reforms were pointed out as necessary, @mbich:

- a better definition of the fiscal and legal framekvof Integration Companies;

- the opening of the possibility to create Integnatiompanies with a minimum of three
workers (the minimum of five workers currently ingeal by law being considered as
excessive);

- alonger training period for the workers in intdgra process.

The report also pointed out that some of thesedd@#aged workers did not in fact have real
possibilities of a normal integration in the labooarket, and underlined the fact that most pathef
services provided by Integration Companies, nampeyimity services, required regular state support
(demand-side support) in order to be financiallgtaunable, in particular because (potential) ctient
only have weak possibilities to pay a price covgtime real costs of the services.
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SWEDEN
Yohanan Stryjan and Victor Pestoff
Social services and labour market integration

The public sector’s increasing inability to satisfgmand and quality expectations stimulated the
emergence of the first social enterprises in saaalices in the 1980s. Cooperative childcare was t
first and most successful field, presently providiover ten percent of child-care services (Pestoff
1998). In other welfare services the trend peaked992, only producing limited results (Stryjan
1996).

Labour market integration in Sweden is steered Igeparate set of institutions. The progressive
erosion of these and the restructuring of mentaltheare in the late 1980s fuelled an increase in
openly marginalized groups (Stryjan and Wijkstro@98@; Stryjan 2001). The first work-integration
social enterprises (WISEs) were started as a resploy those directly affected and/or by committed
public employees; this grass-roots’ action produceslv organizational models. No specific
institutional/legal groundwork was laid beforehaadd formal financing agreements or rehabilitation
contracts were negotiated locally with some murilities. Likewise, relations with labour-market
and social-insurance organs were developed lodalitynever regulated nationally. On the whole, the
level of institutionalization remains extremely lowhich increases the enterprises’ vulnerability bu
also provides for a high level of innovation.

WISESs gained increasing recognition, first at threadly involved county and municipal levels (which
dispense medical care, social aid and residerdi@)cand gradually at the national level as well.
recent national review of mental health and relftativn systen®® acknowledges social enterprises’
important contribution to rehabilitation but alsotes the makeshift character of their financing an
the lack of adjusted tendering mechanisms as nagjeelopment hinders, and recommends a review
of WISEs’ situation. It is unclear whether this esgamendation will be followed by the present
government.

Business-wise, WISEs are active in a broad varidtypranches, ranging from technical ones (as
logistics and a scrap yard) to services, gardeaing janitoring (Stryjan 2006). Some enterprises
provide services to the population, while otherly @ business-to-business contracting. Only a
handful have municipal contracts in their maingtredusiness activity, though contracts for
rehabilitation placements and occupation are acgonir additional revenue for some. No incentive for
a commercial binding to public authorities exisdgice the Swedish interpretation of EU public
procurement legislation does not allow for prefdrteesatment for social enterprises, and periodic
public tendering makes public agencies less raiablbusiness partners than the private ones.

Organizational forms

Cooperatives are the dominant organizational fofraogial enterprise, in keeping with the Swedish
organizational tradition and with a pervading ethibsit emphasizes self-help, autonomy and
democracy. Typically, the term "social cooperatibgtame synonymous with "WISE" in Swedish

usagé’. In fact, WISEs follow two main organizational nedst social cooperatives proper, that are
worker cooperatives run by the participants thewesgland community enterprises, which have a
broader agenda and are characterized by a mutefstéder governance.

In the day-care and school sector, three orgapizaltimodels co-exist: parent cooperatives, worker
cooperatives, and voluntary (commonly multi-stakeeg associations promoting special pedagogical
approaches (Pestoff 1998).

Sweden lacks specific incorporation forms for sbaaterprises, which thus adopt standard
cooperative incorporation forms: economic assamiatiek. for), and - more rarely - voluntary
associationi@leel for), sometimes combined in a double-tier structur@etv legal form, namely that

650U 2006: 100, nationally known &ke Milton report
27 The Milton report (see above) applies the ldisetial cooperatives” to all WISEs, though a hahdfu
important actors (most notably the Fountain-hoosmdation) adopted different models.
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of "Firm with Limited Profit Distribution" Aktiebolag med sarskild vinstutdelningsbegransning)
introduced in 2006 by the Social Democratic Governt{prop 2004/05: 178) to stave off pressures
for privatization of public education and healthhezefailed to win any noticeable following thus,far
and its relevance for social enterprises is dolibtfu

Recent developments

The September 2006 elections explicitly focused lamour-market issues and vyielded a firm
parliamentary majority for thdlliance for Swedemight-centre coalition. Though committed to a
reform of active labour market policy (ALMP) andefndly to local governments’ ambitions to
privatize social services, the present governmentike its liberal predecessor from 1991-1994,
avoids sweeping proclamations, making future ptajas extremely difficult.

Inasmuch social cooperatives developed in the famés of the ALMP, and largely subsist on the
market imperfections of this system, any sweepéfgrm may have profound consequences for the
entire organizational population. Social coopersivsuperior ability to perform tasks that ALMP
organs had the mandate and resources but lackedothpetence to tackle often gained them a
position of subcontractors. Unfortunately, subcactiors, regardless of their competence, are often
shed off in major reorganizations. Streamlining thdour-market system may lead to social
cooperatives being deprived of vital revenue s@jraaeless specific provisions for their survivad ar
made.

In a similar manner, privatization drives by keynitipalities and the introduction of tax breaks on
proximity services may provide both opportunitiesl dhreats. The opening for privatization bids on
service provision opens new fields of operation foitiatives by committed personnel and
participants’ groups. However, both the complexfytender procedures and the uncertainties and
risks that this process entails presuppose a deasources and economic reserves that precisefeth
groups lack. Furthermore, the tender regime impbgdhe Swedish Law on Public Procurements
(Lagen om offentlig upphandlingr LOU) prevents authorities from consideringiabfactors. Within
elderly care, that was opened for privatizatioraigimilar manner in the 1990s, this configuration
eventually led to the field being taken over bypawate actors (Stryjan 1996). Though the present
reform course may lead to promising developmemsiesbasic institutional adjustments need to be
made if this promise is to be met.
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UNITED KINGDOM

Roger Spear
Use of the "social enterprise" brand and procuremen practices

The UK has used the brand or name of "social ensefpin policy and development discourse for
several years: in the UK context, this concept @déits with a number of political agendas. In a
broad perspective it fits with the "Third way", pnizing to combine social justice with economic
dynamism. It also fits with political agendas tdoren public services towards an increase of
contracting out practices by public authoritiesd amsuch a context, it ought to be more acceptible

many stakeholders, including trade unions, thaimerease of provision by for-profit providers.

However, progress here has been very segmentectial smterprises have developed in leisure
services, homecare services, work integration, thay have not broken into procurement more
widely. This is partly due to their size — as matial enterprises are small and medium organisatio
which will always face difficulties negotiating dpacts. There is a political agenda to build capaci
and professional operation of the voluntary androamty sector (VCS) — whose more enterprise-like
part may be considered social enterprises. Indidwede is a strong focus in government policy on
increasing the capacity of the voluntary sector tfa provision of public services contracts. But
despite these public efforts, using the brand tsyeb what every social economy organisation wants
or knows how to do, and the larger institutionalyglrs in the field (charities, and development and
representative structures) are playing a more cexrmghme of identity and resources.

Social enterprise definitions and legal forms

In terms of definitions of social enterprise, thare different ones operating in the UK. The EMES
definition and that of Social Enterprise Coaliti@BEC) have had some dissemination, but most
influential has been the definition put forwardthg Social Enterprise Unit, which states that:
Social enterprises are part of the growing "soet@nomy". The social economy is a thriving
and growing collection of organisations that ekistween the traditional private sector on the
one hand, and the public sector on the other. Somastreferred to as the "third sector”, it
includes voluntary and community organisationsnftations and associations of many types.
A social enterprise is a business with primarilyciab objectives whose surpluses are
principally reinvested for that purpose in the bess or the community, rather than being
driven by the need to maximise profit for sharekadand owners.
(Social Enterprise: A Strategy for Success)

Major types of social enterprise and quantitative @ta

The major types of social enterprises in the UK #ditional cooperatives/mutuals; social
cooperatives; voluntary sector structures contgctifor services and temporary/permanent
employment; health/social care mutuals and volyndaganisations; community business for services
and training/employment initiatives; social firmgdviding mainly employment for learning disabled

people); transitional employment enterprises; hmusirganisations; and sheltered workshops for
disabled people.

Data from a Social Enterprise Unit surf&lgelps provide a more accurate picture of the fdldocial
enterprise. In 2005, there were 15,000 social prigass in the UR. They had a total turnover of £18
billions (€ 22.3 billion), and a workforce of 778@ people, including 300,000 volunte€rsAs a
benchmark, the figures of employment (1995) indbeial economy (in FTES) in the United Kingdom
are the following: 127,575 jobs in cooperatives,38Z jobs in mutuals and 1,473,000 jobs in the
voluntary sector, i.e. a total figure of 1,622,96l2s (8.42% of employment).

%8 Some elements of this survey are not reported pitiper scientific rigour in the study; for examphe
workforce data were not expressed as FTEs.

%9 Based on legal structures typically used by sami@nomy organisations: company limited by guaeaied
industrial and provident societies.

%0 Volunteers work on average two hours/week; if wensider that other workers work full-time, the
approximate figure in FTEs would be of 491,000.

34



Trends: charities as social enterprise

The charity sector income increased by one bilpoands (€ 1.239 billion) between 2003 and 2004,
and for the last few years workforce has been asing by 10,000 workers per year. There has been a
40 per cent increase in new charities between 9952005; large charities (i.e. those whose income
exceeds one million pounds, i.e. € 1.239 billioavd doubled in number, and we have seen the
emergence of "super-charities", with recogniseddisaand income over 100 million pounds (€ 123.9
billion).

Some interesting developments in this rapidly grgrgector move charities more into the category of
social enterprise. The dominant income source afitths has now become earned income (47 per
cent); voluntary income represents 45 per cent,iimwvestment income, 8 per cent. Figures also reveal
an increasing trend for charities to engage in ipugéctor contracting, and to a certain extent a
"charitization" of public services (for exampleeth are now over 100 leisure trusts).

Public policies and political changes

There are no general public policies on which doeisterprise can draw exclusively for their
activities; for example, work integration subsidas linked to disadvantaged individuals, rathanth
the enterprises supporting them. However there lmen some (temporary) specific measures to
support the development of the sector, such asdmdor the Social Enterprise Unit, and a new
programme for emerging health social enterprise.

Two major political changes occurred recently whiffiect the field of social enterprise. First,
Government minister Patricia Hewitt, who was thaisier of the Department of Trade and Industry,
which had set up the Social Enterprise Unit, hasaddo the Department of Health, and set up a new
Social Enterprise Unit there, leading to the coeatf specific support to social enterprises irs thi
field. Secondly, the original Social Enterprise Unas been transferred to the Office of the Third
Sector (OTS), where it will link up with governmergsponsibilities for the voluntary sector. This
could be a major challenge for the social entegpsector, since so far it has seemed that the &arge
medium-sized voluntary organisations have not abvsgen the virtue of subscribing to the social
enterprise label, but this governmental transfsp alllows the possibility for substantial coalition
building with the voluntary sector.

Research and theoretical preoccupations

Most theoretical themes current in social enteepdiscourse are no different from those in noniprof
and cooperative literature. Nonetheless there apjpede a number of themes specific to social
enterprise that preoccupy those researchers cltsdbe field. These themes map onto policy and
practice preoccupations. The following appear $icgnit, based on recent literature.

First, as the social enterprise sector grows angéts re-badged, there is considerable interest in
mapping and studying the characteristics of thergmg subsectors. Notable examples are in the
leisure sector (leisure trusts), in community réiogr; and in the rapidly developing health sector.

Critiques of rhetoric, taking the form of discouraealyses of policy statements and media myths,
constitute another significant theme. Such studigsically raise questions of isomorphism,
sustainability and risk.

The governance arrangements in the UK are typicaiiyinated by the extension of market relations
into more and more spheres of activity. Howeveheptdimensions that play a major part in the
context of social enterprise are centrally imposedyets and management systems. There is a
substantial body of work which attempts to devebgpropriate management and measurement
systems and performance indicators for social eognand social enterprise in particular, but at the
same time develop a critical perspective on sudtesys, raising the question of whether there are
standard, or isomorphic, ways in which social grises respond to external factors.
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Appendix 1: The EMES definition of social enterpris

The EMES definition of social enterprise distindues between criteria that are more economic and
indicators which are predominantly social.

To reflect the economic and entrepreneurial dinerssiof initiatives, four criteria have been put
forward:

a) A continuous activity producing goods and/or séhg services

Social enterprises, unlike some traditional norfiprorganisations, do not normally have
advocacy activities or the redistribution of finaidlows (as, for example, many foundations) as
their major activity, but they are directly invotyén the production of goods or the provision of
services to people on a continuous basis. The ptivguactivity thus represents the reason, or one
of the main reasons, for the existence of soci@rprises.

b) A high degree of autonomy

Social enterprises are created by a group of panptbe basis of an autonomous project and they
are governed by these people. They may depend ldit pubsidies but they are not managed, be
it directly or indirectly, by public authorities ather organisations (federations, private firms
etc.). They have both the right to take up theimguosition ("voice") and to terminate their
activity ("exit").

¢) A significant level of economic risk

Those who establish a social enterprise assumiytotgpartly the risk inherent in the initiative.
Unlike most public institutions, their financialakility depends on the efforts of their members
and workers to secure adequate resources.

d) A minimum amount of paid work

As in the case of most traditional non-profit origations, social enterprises may also combine
monetary and non-monetary resources, voluntarypai workers. However, the activity carried
out in social enterprises requires a minimum |lefgdaid workers.

To encapsulate the social dimensions of the inigafive criteria have been proposed:
e) An explicit aim to benefit the community

One of the principal aims of social enterprisetoiserve the community or a specific group of
people. In the same perspective, a feature of Isectarprises is their desire to promote a sense of
social responsibility at the local level.

f) An initiative launched by a group of citizens

Social enterprises are the result of collectiveaayits involving people belonging to a community
or to a group that shares a well-defined needruor Hiis collective dimension must be maintained
over time in one way or another, even though thgoitance of leadership - often embodied by an
individual or a small group of leaders — must nonleglected.

g) A decision-making power not based on capital ovemrship

This criterion generally refers to the principle"ohe member, one vote" or at least to a decision-
making process in which voting power is not disttddl according to capital shares on the
governing body which has the ultimate decision-mgkights. Moreover, although the owners of

the registered capital are important, the decisiaking rights are generally shared with the other
stakeholders.

h) A participatory nature, which involves various parties affected by the activity

Representation and participation of users or custeminfluence of various stakeholders on
decision-making and a participative managementadten important characteristics of social
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enterprises. In many cases, one of the aims oélsecterprises is to further democracy at the local
level through economic activity.

i) A limited profit distribution

Social enterprises not only include organisatidred aire characterised by a total non-distribution
constraint, but also organisations which - like peratives in many countries - may distribute
profits, but only to a limited extent, thus allogito avoid a profit-maximising behaviour

Source: First EMES research project, as introdume@®efourny, J. (2001) "Introduction: from
third sector to social enterprise”, in Borzaga,&Defourny, J. (eds)rhe Emergence of Social
Enterprise London and New York: Routledge (pp. 16-18).
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