Concepts and Realities of Social Enterprise:

A European Perspective

Jacques DEFOURNY (University of Liege, Belgium)

Paper presented at the Second Research Colloguiugooial Entrepreneurship,
Duke University, NC, June, 23-26, 2009

I ntroduction

Although rarely used until the mid-1990s, the cqtsef "social enterprise”, "social
entrepreneurship” and "social entrepreneur” are inoveasingly discussed in various
parts of the world. The bulk of the literature tifl ¥eing produced in Western Europe
and the United States but those three “SE flagsattracting much interest in other
regions, such Central and Eastern Europe, Soutteffag\sia (especially South
Korea, Japan and Taiwan) and Latin America.

In Europe, the concept of social enterprise masldéirgt appearance in 1990, at the
very heart of the third sector, following an impetuhich was first an Italian one and
was closely linked with the co-operative movemarjpburnal namedéimpresa sociale
(Social enterprise) started to study new entrepneale initiatives which arose
primarily in response to social needs that had bheadequately met, or not met at
all, by public services. In 1991, the ltalian parliament adopted a lanatng a
specific legal form for "social co-operatives" ahe latter went on to experience an
extraordinary growth. Around the same period, Eaavpresearchers noticed the
existence of similar initiatives, though of a lasseagnitude, in various other EU
countries and in 1996, they decided to form a negtwo study "the emergence of
social enterprise in Europe”. This network, whichkswmaamed EMES and covered all
of the fifteen countries that then made up the peam Union, gradually developed a
common approach of social enterprise.

In the United States, the concepts of social entamlso met with a very positive
response in the early 1990s. In 1993, for instatice, Harvard Business School
launched the "Social Enterprise Initiative", ondlod milestones of the period. Since
then, other major universities (Columbia, BerkelByke, Yale, New York etc.) and
various foundations have set up training and suppoogrammes for social
enterprises as well as social entrepreneurs. Akedatter, Ashoka, an organization
which has identified and supported such a typendividuals since the beginning of
the 1980s has played a pioneering role in thigline

In a first period - and still today outside speistal circles- , the three SE concepts
have been used more or less along the same lihlesugh simplifying a little, one
could say that social entrepreneurship was sedheaprocess through which social
entrepreneurs created social enterprises. Aftesyavarious definitions of and

1 Borzaga and Santuari (2001).

2 First referred to as "public entrepreneurs" byDBayton, who founded Ashoka, these individuals

have been termed "social entrepreneurs” from thie 1890s onward, and increasingly presented as
heroes of modern times (see for example Bornst@ivp Dees (1998) put forward the most often

referred definition of a social entrepreneur.



approaches to each of these concepts have beeosptbHowever, what is striking
is the fact that the debates on both sides of tHanfic took place in parallel
trajectories, with very few connections among thtanoughout the 1990s and even
the first half of the following deca@leMoreover, along these years in Europe, the
concept of social enterprise was the only one wheelly became increasingly used,
although to various extents across countries. & sucontext, it surely makes sense
to carefully analyse how the social enterprise sl@@ad throughout Europe and gave
birth to a quite distinct literature as well asstoow how the European conceptual
landscape evolved in the last years, includingughoa much deeper dialogue with
US academic and field actors.

Before going further, it should be noted that tliec®ncepts can in practice be used
to point out two quite different phenomena: on dme hand, they designate new
organisations, createzk nihilothat may often be viewed as a sub-group of thel thi

sector; on the other hand, they can also designg®cess, a hew entrepreneurial
spirit influencing and re-shaping older third sedtatiatives.

In this perspective, we therefore begin with afidiscussion of the main approaches
that, for more than a quarter century, have beeeldped to apprehend the realities
of the third sector (section 1). Subsequently, vilkagsess the extent to which one
can speak of the rise of a new social entreprehgussgithin this sector in Europe
(section 2) and how this social entrepreneurship ba apprehended from a
conceptual point of view, both through the defomtiproposed in 2002 by the British
government when it launched an active policy foe ttlevelopment of social
enterprises and through the approach built by Hi&& European Research Network
since the mid-1990s (section 3). Because of thely European scope, a particular
attention will be paid to EMES empirical works hetfirst 15 EU member states and
in the new member countries from Eastern and Cefiaope (section 4). The
theoretical potential of this approach will be Highted (section 5). It will also be
analysed in the light of the most recent evolutiomsthe North-American scene
(section 6).

1. The(re)discovery of thethird sector

The idea of a distinct third sector, made up oémrises and organisations which are
not part of the traditional private sector nor loé tpublic sector, began to emerge in
the mid-1970s. Such organisations were already aetiye in many areas of activity
and were indeed already the subject of scientifickes and specific public policies.
But the idea of bringing these bodies together thedtheoretical basis on which this
might be done were not really put forward untily&ars ago.

In the United States the work of the Filer Comnmesand, in 1976, the launch of
Yale University's "Program on Non-profit Organisais”, involving 150 researchers,
marked a decisive step in the conceptualizatiomasf-profit organisations (NPOSs)
and the non-profit sector. Since then, a vast stiefiterature on NPOs has been
developed, with contributions from disciplines asedse as economics, sociology,
political science, management, history, law4tc.

3 From a scientific point of view, the first bridgere built by Nicholls (2006), Mair, Robinson and
Hockerts (2006) as well as Steyaert and Hjorth §200

4 See journals likeNonprofit and Voluntary Sector Quarterlyublished by the Association for
Research on Nonprofit and Voluntary Action avioluntaspublished by the International Society for
Third Sector Research.



In Europe, the broad diversity of socio-politicallltural and economic national
circumstances has not allowed such a wide-rangimg i@pid development of
analytical works emphasizing the existence of edtkector. However, the economic
entities that gradually came to be perceived thinoagthird sector approach were
already important in most countries. They were atsited in solid and long-standing
traditions: mutual organisations and co-operativesd existed more or less
everywhere for more than a century, and assocHiased economic initiatives had
also been multiplying for a considerable time.

In fact, without denying that the general publidg&w is still strongly characterised by
the historical context of each country, it may belghat two conceptual approaches
aiming to embrace the whole third sector graduadiyread internationally,
accompanied by statistical work aiming to quanti§yeconomic importance. One is
the already-mentioned "non-profit sector" approattte other, mainly French in
origin, forged the concept of the "social economy'bring together co-operatives,
mutual societies and associations (and, with irsingafrequency, foundations).
Although the first approach has the great advantddeaving been conveyed, from
the outset, by the English language, the secondoapp has found an ever-greater
resonance throughout Europe and in other parteeofMorld. It has also been taken
up, although not always with the same meaning, bg European Union's
institutions?

Other conceptualizations of the third sector hage Aeen developed and have met
with a positive response at the international leViélis is in particular the case of
approaches based on a "tri-polar” representatioth@feconomy, where the three
"poles” either represent either categories of ag@mivate enterprises, the state, and
households), or correspond to logics or modesgflagion of exchanges (the market,
public redistribution and reciprocity), which inrturefer to the types of resources
involved (market, non-market and non-monetary reses). In such a perspective, the
third sector is viewed as an intermediate spaaehich the different poles combihe
The analytical grid of the solidarity-based econob®jongs to such a perspective.
Although sometimes regarded as competing with tfst fwo concepts, these last
approaches rather provide analytical grids whiaticrthe understanding of the non-
profit sector and the social economy.

The importance of this third sector is nowadayshstiat one can affirm that it is
broadly associated with the major economic rolespuwblic authorities: the third
sector is involved in the allocation of resourc#spugh the production of many

5 See for instance the FrenBlevue des Etudes Coopératives, Mutualistes et iatises (RECMA).
The concept of social economy had already been aseabs various European countries in th8 19
century to refer to the emerging cooperative sasethe friendly societies, the developing buigdin
society movement and other philanthropic and chialét organisations. See for instance the Scottish
political essayist and historian Samuel Smiles ig vkork Thrift first published in 1875 or Gueslin
(1987) for an overview of all schools of thoughtigthcontributed to the development of the social
economy in France during the™@entury.

6 World-wide social economy research conferencesbaieg organized every two years under the
auspices of CIRIEC which also publishes #henals of Public and Cooperative Economias100
years old scientific journal rather close to soei@nomy topics.

7 There has existed for a long time now an inteugrdsocial economy" within the European
Economic and Social Committee and the EuropeanaRsht. Moreover, the action programmes as
well as the decisions made by the European CowdcMinisters increasingly refer to the social
economy.

8 See, among others, Evers and Laville (2004).



guasi-public goods and services (in the fields edltin, culture, education, social
action, proximity services, sport, leisure, theiemvment, advocacy etc.); it has a role
of redistribution of resources, via the voluntagntibutions (in cash, in kind or

through volunteering) which many associations caabifize and through the

provision of a wide range of free or virtually freervices to deprived people; and it is
also involved in the regulation of economic life em for example, associations or
social co-operatives are the privileged partnerpudilic authorities in the task of

helping low-qualified unemployed people, who arerisk of permanent exclusion

from the labour market, and reintegrating them bhatkwork.

The persistence of high structural unemploymemhamy countries, especially across
Europe, as well as the difficulties of traditiormlblic policies in coping with new
economic and social challenges, have naturalledadilse question of how far the third
sector can help to meet these challenges and ethlag over from public authorities
in some areas.

Of course there is no simple answer to this questimd the debate is today wide
open. Some regard associations and other thirdrseatities as made-to-measure
partners for new transfers of responsibility andhfy@l reductions in public costs. The
qualities usually attributed to private enterprigexibility, rapidity, creativity, a
willingness to take on responsibility etc.) areoadgpected to lead to improvements in
the services providédOthers, on the contrary, fear that the third@ectight become
an instrument for privatisation policies, leadingsbcial deregulation and the gradual
unravelling of acquired social rights. Others silless the fact that our societies are
moving towards a redefinition of relationships beén the individual, the
intermediate structures of civil society and tredest

In any case, most would share the view that Wedfemopean countries are moving
from a "welfare state” to a new "welfare mix", whearew bases are to be found for
the sharing of responsibility among public authesit private for-profit providers and
third sector organisations.

2. A new social entrepreneurship

Why does it make sense to talk about a new soctetgreneurship and not simply of
an evolution of non-profit or social economy orgations? This question refers
directly to the theories about entrepreneurshipcivive do not intend to review in
the present chapter. We will simply refer to thessic work of Schumpeter, for whom
economic development is a "process of carrying medv combinations” in the
production proced8 and entrepreneurs are precisely the persons wioteset is to
implement these new combinations. According to thighor, entrepreneurs are not
necessarily the owners of a company, but theyemgansible for introducing changes
in at least one of the following ways: i) the irdution of a new product or a new
quality of product; ii) the introduction of a newogluction method; iii) the opening of
a new market; iv) the acquisition of a new sourderaw materials; or v) the
reorganisation of a sector of activity.

Following the work carried out by D. Young (1983)daCh. Badelt (1997), this
typology can be adapted to the third sector; farheaf the levels mentioned by

9 Such an argument had become classical in thei®laonstruction of the "Third Way".
10 Schumpeter (1934:66).



Schumpeter, it can be asked to what extent a nésgpganeurship can be identified
within the European third sectb.

New products or a new quality of products

Numerous analyses of the third sector have alrei@ayonstrated that the latter has
often developed in response to needs to whichréaktional private sector or the state
were unable to provide a satisfactory ansWerhere are countless examples of
organisations that have invented new types of sesvio take up the challenges of
their age. To this extent, many of these orgamsatcan be said, nowadays as in the
past, to be born or have been born from an entnepreal dynamic. But have the last
two decades been different in any specific way?baéleve that it is possible to speak
of a new entrepreneurship, which is probably moevaent in Europe than in the
United States, because the crisis of the Europedians systems (in terms of budget,
efficiency and legitimacy) has resulted in publigherities increasingly looking to
private initiatives to provide solutions that theguld have implemented themselves
if the economic climate had been as good as irgkeous 1945-1975 period. It is
undoubtedly in the United Kingdom that this trendswirst seen as the most striking,
but it is now apparent, to varying degrees, in nmsimber states of the European
Union. The two main fields of activity covered bhetworks of the EMES European
Research Network, namely work integration of lovalified jobseekers and personal
services, have seen multiple innovations in terinsesv activities better adapted to
needs, whether in regard to vocational trainingldchre, services for elderly people,
or aid for certain categories of disadvantaged gueygabused children, refugees,
immigrants etc.}3

This entrepreneurship seems all the more innovasyeven within the third sector, it
contrasts sharply with the highly bureaucratic anty slightly innovative behaviour

of certain large traditional organisations (for ewde, the very large welfare
organisations Wohlfahrtsverbandein Germany).

New methods of organisation and/or production

It is common to see the third sector organisedgts/ifies in ways which differ from
the traditional private and public sectors. But wisamost striking in the current
generations of social enterprises is the involveanoérdifferent partners, of several
categories of actors: salaried workers, volunteesgrs, support organisations and
local public authorities are often partners in g@me project, whereas traditional
social economy organisations have generally beénugeby more homogeneous
social groupg#If this does not necessarily revolutionise the puiatithn process in the
strict meaning of the term, it nevertheless ofteangforms the way in which the
activity is organised. In some cases, one couldh gtk of a joint construction of
supply and demand, when providers and users catgpan the organisation and
management of certain proximity services. The isgitip of childcare centres run by
parents in France or in Sweden is just one of nexaynples of such co-operation.

11 See also Defourny (2001).

12That is indeed one of the major themes of the whigature aiming to identify the main reasons for
the existence of the third sector.

13 On the subject of work integration, see Spear e(2001) or Davister, Defourny and Grégoire
(2004); on personal services, see Laville and Nys§2001b).

14 The greater homogeneity of "traditional" sociabeamy organizations is reflected in particular in
the names of the different types of co-operativesnatual societies, e.g. workers’ co-operatives,
agricultural co-operatives, mutual societies fatlGgervants, craftsmen, farmers and so on.



New production factors

One of the major but long-standing specific chamastics of the third sector is its
capacity to mobilise volunteer work. In itself, thuse of volunteers is thus not
innovating; however, it is innovating in numeroasent initiatives insofar as it makes
it possible to produce goods or provide services\ere not previously available

It is also noteworthy that volunteering has profdlyrchanged in nature over the last
few decades: it seems to be not only much lesstahbr than forty or fifty years ago,
but also less "militant” than in the 1960s or 1970sday’s voluntary workers are
fairly pragmatic and focus more on "productive" etjves and activities that
correspond to specific needs. It is not unusuateadthat the entrepreneurial role, in
the most commonly used sense of the term (launchingctivity), be carried out by
voluntary workers.

Paid work has also seen various innovations. Onotiee hand, many third sector
organisations have been at the forefront of expanisregarding atypical forms of
employment, such as the hiring of salaried workeéns the framework of
unemployment reduction programmes, the developraesemi-voluntary formulas
or of part-time work with very reduced working hewatc!> On the other hand, it can
be said that the traditional status of the workesten "enriched” when the latter are
recognised as fully-fledged members of the govermiodies of the social enterprise,
with the resultant control and decision-making psatbat this implie$8

New market relations

In a growing number of countries there is a treridpoblic authorities towards
"contracting out” practices and towards the develept of quasi-markets for certain
services which were previously provided by theestat by non-profit private bodies
long favoured by the state. Indeed, with a viewetucing costs and ensuring that the
services are better adapted to users' needs, fauthorities are making an increasing
use of calls to tender, which bring different type#sproviders into competition for
public funding linked to the carrying out of preusly defined contract specifications.
The conservative governments in the UK along this &Pe those that have gone
furthest in this direction, but this switch fromutélary control" to "competitive
control" through quasi-markets is becoming more amate commonplace almost
everywhere.

Such profound changes in the welfare state indyithhve major consequences at
different levels. It is sufficient here to emphastbe factors that tend to accentuate
the entrepreneurial character of association)ersense that they have an increasing
number of characteristics in common with traditioc@ampanies and also, in part, in
terms of the "new combinations" referred to by Supateri’

= existing associations find themselves in compeitpituations, increasingly
with for-profit companies when tendering, and ttzg consequently obliged to
install or reinforce an internal management culiteey much modelled on that of
the commercial sector;

15These evolutions are noted here obviously withayirg that they constitute social advances.

16 Once again, care must be taken when interprekiisgevolution: part of this innovative behaviour
comes from the organisations themselves, butalsis a question of reactions and adaptations to the
impetus or constraints inherent in public policies.

17 On this subject, see Laville and Sainsaulieu (1997



= the ending of certain public monopolies (for exaenpl Sweden) or of the
monopolies enjoyed by large national federatior®viging social services (for
example in Germany) encourage the emergence ofpmnesate initiatives (for-
profit or non-profit organisations) whose structuitem the outset, is designed
taking into account this context;

= last but not least, both for old and for new assmns, the economic risk is
greater, since their financing henceforward depeardsheir ability to win these
guasi-markets and to satisfy users.

Finally, it goes without saying that market relasoare reinforced by the increased
demand, among private individuals with adequatarfaial resources, for certain
services that become accessible because of thewgedtrise in the living standards
of an important part of the population. Thus foarple, elderly people who receive a
decent pension or who have accumulated considesalilegs represent new markets,
but these are often very competitivighis trend is still reinforced by the fact that
money is made available to fund the demand for sprogimity services through
public policies which cover a significant part ¢fetproduction costs (for example
through a "service voucher" system for house cleaservices, as in Belgium).

New forms of enterprises

The recent introduction of new legal frameworks$ha national legislation of various
European states tends to confirm that we are dealith a somewhat original kind of
entrepreneurship (Defourny and Nyssens, 2008a).selhegal frameworks are
intended to be better suited to these types dhatiies than the traditional non-profit
or co-operative legal forms.

We have already mentioned the new status createl®®i for Italian social co-

operatives. Laws were introduced in other EU coestas well, along the same "co-
operative" line, to create new legal forms: thecfab solidarity co-operative" in

Portugal (1997); the "social initiative co-operativin Spain (1999); the “limited

liability social co-operative” in Greece (1999).etHcollective interest co-operative
society" in France (2001), and the "social co-ofpeea (2006) in Poland. Other laws
have also been introduced which do not refer etiglito the co-operative model,

even though the latter sometimes inspired thems;Tiu1995, Belgium created the
"social purpose company”, and a new law creatied'tbmmunity interest company"
legal form was passed in the United Kingdom in 2@@dreover, Finland (in 2004)

and Italy (in 2006) created a "social enterpriggal framework which goes beyond
the social co-operative model.

Generally speaking, these new legal frameworks @esigned to encourage
entrepreneurial dynamics towards the fulfilmentaokocial mission, often with a
dominant market orientation. They are sometimdeelinto specific public programs
aiming at work integration of the hard-to-placer (fiostance in Poland and Finland).
In various cases, they also provide a way of foisired the multi-stakeholder nature
of numerous initiatives, by involving the variousaleholders (paid workers,
voluntary workers, users etc.) in the decision-mgkprocess. However, it must be
emphasised that in many countries, the great ntgjofisocial enterprises are still
using traditional third sector legal forms.



3. European approaches of social enterprise

Although current debates on social entrepreneunshipurope are more influenced
by US debates than before 2005, especially thrdugginess schools and a few
foundations, it may be stated that two definitimfighe social enterprise have been
emerging consistently in Europe and now constitoteceptual reference points for a
set of international works: the definition forgeg the EMES European Research
Network in the late 1990s, and that put forwardh®y British government in 2002

3.1. The British approach.

In a paper entitledSocial Enterprise: A Strategy for Succeg2002), the Secretary
of State for Trade and Industry, P. Hewitt and 8wxial Enterprise Unit (SEU)
within her Department put forward a definition wiiserved as a basis for a whole
policy of the Blair government fostering social enpirises. It states that "a social
enterprise is a business with primarily social otyes whose surpluses are
principally reinvested for that purpose in the bess or in the community, rather
than being driven by the need to maximise profitsioareholders and owners" (DTI,
2002). Based upon this definition, a series of eirgdi studies were carried out
across the country and the Social Enterprise Wmtroissioned a synthesis of these
works (Ecotec, 2003). That report underlined aeseof difficulties in terms of
consistency and compatibility to make the defimtioperational. With a view to
redressing these shortcomings, the report recomedeiiceaking down the definition
into a set of characteristics or indicators, whigbuld be more useful than an
"overall statement” in creating an inventory of iabenterprises in the United
Kingdom. In the same perspective, the Social EntgCoalition, the main umbrella
body which also plays a key role in fostering aioral strategy, proposed to use
three main criteria: in addition to a market oraitn and social aims, it highlighted
a third criterion of social ownership defined bywgmance and ownership structures
based on participation and control by stakeholdeuags or by trustees or directors.

In spite of such conceptual efforts, various cidtevere used in subsequent surveys,
notably regarding the proportion of market-basedome in social enterprise’s
resources and the legal framework under which therprise is registered. A survey
only covering entities registered as Companies tedhby Guarantee or Industrial
and Provident Societies concluded there were ard8r@D0 social enterprises in the
UK in 2004, employing 475,000 workers and a furtB@®,000 people on a volunteer
basis. It was estimated that 88% of those socitdrprises had generated at least
50% of their income from trading (IFF Research L#005). An even greater
majority described their mission in terms of hetppeople, especially persons with
disabilities, children or young people, the eldexhd people with low incomes. The
main way in which people were helped was throughiing/education and various
forms of personal support (housing, childcare,)efrofessional support (business
advice, help to look for jobs, etc.) and cultunatiaecreational opportunities (sports
clubs, arts groups, etc.).

One year later, the Annual Survey of Small Busieesscluded four questions to
enable the identification of social enterpriseswNmovering all types of SMEs, it

18 Of course the Italian law adopted in 1991 also remains astolee and still inspires various policies
in Europe and elsewhere. However, it is dedicatetivb specific types of social co-operative: those
delivering social, health and educational serviasdled "A-type social co-operatives"”, and those
providing work integration for disadvantaged peopéderred to as "B-type social co-operatives”.



came out with a much larger figure: 5 % of all Imesises, that is 55,000 enterprises
with employees were said to satisfy all the follogui think themselves as a social
enterprise; never pay more than 50% of profits wnmers/shareholders; generate
more than 75% of income from traded goods/servioeseceive less than 20% of
income from grants and donations); and think they @ very good fit with the
government definition of a social enterprise (& for Employment Studies,
2006). Although that impressive figure is now oftgroted, the understanding of the
definition may have been somehow influenced byféloe that “social/environmental
objectives” are not defined at all and are instealirectly presented as opposed to
“the need to maximize (not just make) profits fbareholders and owners”. Another
key item of the definition states that surplusesyrba simply “reinvested in the
business” (or the community), a rather naturaksgyafor small businesses owned by
sole proprietors which represent a significant pA&MEs surveyed.

In addition to operational limits of the governmsrdefinition of social enterprise,
the concept itself is still heavily debated in thi€, including as to governance issues
(Spear, Cornforth and Aiken 2009). Indeed it is sbmes seen as a “re-branding”
strategy to foster market orientation and busimasghods in existing third sector
organizations as well as a major risk of weakertiger specificities of the lattér
This probably explains why the British governmeppainted a Minister of the
(whole) Third Sector within the Cabinet Office 0G5 and decided to locate the
Social Enterprise Unit in the Office of the Thireec®or (in charge of the entire
"world" of voluntary and community organizationgatities, co-operatives, mutuals,
social firms, etc.). Such a move has sometimes b@enpreted as weakening the
very specific attention paid to social enterpridesom an academic point of view
however, there is still a growing interest in thoseanizations, as shown by
initiatives such as an annual "Social Enterpriseedech Conference" (since 2004),
the publication of &ocial Enterprise Journalsince 2005)and the setting up of a
major Third Sector Research Centre heavily finanogdhe Economic and Social
Research Council, including for various activitiekated to social enterprise (2008).

Moreover, it should be stressed that some uniyecsibtres such as the Skoll Centre
for Social Entrepreneurship at Oxford Universitglarthers have played a major role
in building bridges between European and US delmtesocial enterpris® as well
as between the UK and continental Eurépe.

Finally, the most recent works in the UK are clgdelss focussed on the frontiers of
a social enterprise sector or its overall econoweight. They rather acknowledge
the very wide diversity of forms, contexts and dyies which may be observed, as
shown by Peattie and Morley (2008).

3.2. The EMES approach

It is precisely the need to account for such ardiye which was the major concern
of the EMES European Research Network built in 1896researchers from all
fifteen countries which formed the European Unigntlmat time. Through a major
research project financed by the European Comnmisaimmd covering five years,
those scholars tried to analyse to what extentabcemterprises were emerging

191n contrast to its three above mentioned critehia,Social Enterprise Coalition which is “the woic
of the sector” often uses an even more simple tiefinof social enterprise described as “a business
that trades for a social purpose”.

20 See especially Nicholls (2006) in the UK.

21 See for instance Spear et al. (2001) or SpeaBatet (2003).



throughout the EU, not only in Itak. Key features of this approach include the fact
that it derived from extensive dialogue among salvelisciplines (economics,
sociology, political science and management) a$ aehmong the various national
traditions and sensitivities present in the Europ8aion. Moreover, it was guided
by a project that was both theoretical and emgirica

From the outset, the EMES approach gave prioritjr¢ochoice of various indicators
which would help identify social enterprises overaacise and elegant definition. It
was also clear that those indicators should natdem as conditions to be fulfilled to
deserve the name of social enterprise. In ordengke this key point even clearer, it
was explained in a second EMES major work, thath&a than constituting
prescriptive criteria, these indicators describe “ateal-type” (i.e. an abstract
construction in Weber’s terms), which constituteal, somewhat analogous to a
compass which can help the researchers locateodiBgm of certain entities relative
to one another (...) within the galaxy of social eptises.”23

The EMES conceptual framework is based on two safdandicators, some being
more economic and the others predominantly sétial.

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

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

Social enterprises, unlike some traditional norfiprganisations, do not normally
have advocacy activities or the redistribution wfahcial flows (as, for example,
many foundations) as their major activity, but thaye directly involved in the
production of goods or the provision of servicepéople on a continuous basis. The
productive activity thus represents the reasongra of the main reasons, for the
existence of social enterprises.

b) A high degree of autonomy

Social enterprises are created by a group of peopléhe basis of an autonomous
project and they are governed by these people. Titagydepend on public subsidies
but they are not managed, be it directly or indlyedy public authorities or other
organisations (federations, private firms etc.)eyrhave both the right to take up their
own position ("voice") and to terminate their atti"exit").

22 The letters EMES stand foEMergence deEnterprisesSociales en Europe” — i.e. the title in French
of the first research project of this network. Tdeonym first designated the researchers' netwark f
the DG Research of the European Commission, whintl€d the project; it was subsequently retained
when the network went on to conduct other researdjects on social enterprises and the social
economy as a whole. Nowadays, the EMES Europeaaares Network brings together ten university
research centres specialized in these fields amefaeindividual researchers throughout Europe. See
www.emes.net

23 Defourny and Nyssens (2006: 7). In spite of tEMES indicators have often been seen as the
EMES definition of social enterprise in a rathexditional way. In its first book, EMES had probably
contributed to such a misunderstanding as thosedtuds were presented as a “working definition”
which proved to be fairly robust and reliable altgb it was also stressed that social enterprises we
appearing in each country as a wide spectrum arozgtions for which the fulfilment of those criter
varied greatly (Defourny, 2001).

24 They are presented here as in the introductighefirst EMES book (Defourny, 2001: 16-18). This
set of criteria had already been identified in itlterim reports to the European Commission (EMES
European Research Network 1997 and 1998) as well ashort unpublished paper (EMES, 1999). It
inspired the OECD as early as 1999.
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¢) A significant level of economic risk

Those who establish a social enterprise assumig/totgoartly the risk inherent in the
initiative. Unlike most public institutions, thefinancial viability depends on the
efforts of their members and workers to secure aalegresources.

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, \alunand paid workers.
However, the activity carried out in social enteses requires a minimum level of
paid workers.

To encapsulate the social dimensions of the inBatfive criteria have been
proposed:

€) An explicit aim to benefit the community

One of the principal aims of social enterprisemiserve the community or a specific
group of people. In the same perspective, a featusecial enterprises is their desire
to promote a sense of social responsibility atdoal level.

f) An initiative launched by a group of citizens

Social enterprises are the result of collectiveasyits involving people belonging to
a community or to a group that shares a well-defineed or aim; this collective
dimension must be maintained over time in one wayarmther, even though the
importance of leadership - often embodied by arividdal or a small group of
leaders — must not be neglected.

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

This criterion generally refers to the principle"ohe member, one vote" or at least to
a decision-making process in which voting powemd distributed according to
capital shares on the governing body which hasuttimate decision-making rights.
Although the owners of capital are important whexia enterprises have equity
capital, the decision-making rights are generaigred with the other stakeholders.

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

Representation and participation of users or custsminfluence of various

stakeholders on decision-making and a participane@agement are often important
characteristics of social enterprises. In many sasme of the aims of social

enterprises is to further democracy at the locadlléhrough economic activity.

i) A limited profit distribution

Social enterprises not only include organisatidrag &ire characterised by a total non-
distribution constraint, but also organisations chhi like co-operatives in many
countries - may distribute profits, but only taraited extent, thus allowing to avoid a
profit-maximising behaviour.

As already underlinedhese economic and social indicators can be usétktaify
totally new social enterprises, but they can a¢sallto designate as social enterprises
older organisations which have been reshaped byim@nmnal dynamics. In such a
perspective combined with its “ideal type” natutee EMES approach proved to be
empirically fertile. For example, when J.-F. Drag@003) studied 151 organisations
subsidized over a twenty-year period by Franceisd&tion Crédit Coopératif, he
found in varying degrees most of the features wedliabove. Although he did not
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intend originally to adopt the "social enterprisgdproach, this is what he finally
ended up doing; with reference to the EMES approdaelunderlined the capacity for
social innovation demonstrated by these organisstio

In a similar perspective, EMES researchers madewantory of the different types
of social enterprises working in the field of oreffob training and occupational
integration of low-qualified individuals. This suay, which covered 12 EU countries,
combined the indicators to which we have referfgalva with criteria peculiar to this
field and came up with the concept of the "worlegration social enterprise”
(WISE). This conceptual framework allowed identiiyi39 categories or models of
WISEs in the twelve countries survey®dOn that basis, another major research
project funded by the European Commission was @soned out to test empirically
various hypotheses which may be seen as the finidilg blocks of a European
theory of social enterprise (Nyssens, 2086).

4. Some examples from the European Union
The European Union beforeits enlargement in 2004 (EU-15)

In their first study (1996-1999) which included the 15 countries composing the
European Union at the time, the EMES Network's aedeers had devoted
themselves to describing and analysing social pns&s emerging in one or several
of the three following fields: training and reintagon through work, personal
services and local development.

Some of the national realities surveyed are ligtefable 1, whose main objective is
to provide an illustration of the conceptual depat@nts we have described above.

Table 1 - Examples of social enterprises in EU-15

Sectors Countries Examples

Austria Children’s Groups: childcare services supgmbrby a high level of parents
involvement.

France Créches parentale@parent-led childcare organisations): childcamises partly
led and managed by parents. These organizations Ffawned a nationa
network.

Denmark Opholdssteder (social residences): residential institutions glesd as an

Personal alternative to conventional institutions for chédr and adolescents wit
) difficulties. They focus on training and care seed.
services

United Kingdom

Home Care Co-ops: co-operatives eyipiptheir members, mainly women wit
dependents at home, on a part-time basis.

=]

Sweden

LKUs: co-operative local development agencies organietthe national leve
(FKU); their objective is to rehabilitate and reigtate individuals with a mentg
handicap.

Italy

Cooperative sociali di tipo AA-type social co-operatives): co-operatives &t
in the fields of health, training or personal seeg, operating within the legd
framework adopted by Italy's national Parliament 991.

=<

Portugal

CERCIs co-operatives for the training and rehabilitatiai handicapped

children; they merged into a national federatiod 985.

25 The country studies were published in the EME&king Papers Serie§or a synthesis, see Spear
and Bidet (2003) and Davister, Defourny and Grég(2004).

26 See section 5 hereafter.
27 Borzaga and Defourny (2001).
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Training-
integration
through work

Belgium

Entreprises de formation par le travalEFTs, on-the-job-training enterprisep
and enterprises d'insertiof(Els, work-integration enterprises) in the Southg
part of the countryjnvoegbedrijven(work-integration enterprises) arsbciale
werkplaatser(social workshops) in the Northern part of therdop

~

=

Italy

Cooperative sociali di tipo BB-type social co-operatives): co-operatives actjve
in the field of work-integration of individuals recarious situations (1991 leggl
framework).

Germany

Soziale Betriebgsocial enterprises): these market-oriented soerdkrprises
receive temporary public assistance. Their goabigreate jobs and promot
economic development while aiming at the social @oclpational integration o
the long-term unemployed. The jobs are createderith existing private
enterprises or within the framework of the starimqgof new enterprises.

D

Luxembourg

Associations (and sometimes co-opemgtiygroviding their members with
integration through work and economic activitiesviarious fields, including
environment, agriculture, construction, recyclingvwaste etc.; most are pilok
projects subsidised by the state.

Spain

Work-integration enterpriséar the handicapped or individuals excluded frgm
the conventional labour market. In both cases,dimeent trend is to providg
access to transitional employment designed to atgiy integrate the target
groups into the conventional labour market, rattiem providing them with
long-term "sheltered" jobs.

Local independent enterprises developing proximity sesjicthey provide thd
inhabitants of disadvantaged neighbourhoods with dpportunity to perform
devel opment paid work either in the maintenancefimprovementpdf/ate residences anff

Finland

Labour co-ops, organised by region intei@ooperative Development Agencie
(CDAs); they constitute an important lever for ecmimdevelopment at the locg
and regional levels. These cooperatives differ fraraditional workers'
cooperatives in that they subcontract their memisersices to other enterpriseq.

)

The Netherlands

BuurtBeheer Bedrijven (BBB, neighbourhood management enterprisgs):

shared infrastructure or by providing social seesim their neighbourhood.

Greece Agri-tourism cooperatives: cooperativesugeby women living in rural areap
with tourism potential; they provide services ire threas of accommodatiol,
catering and small crafts.

Ireland Local community development enterprisefiwdrious legal forms; they providp

a variety of services, including social housing,rivimtegration, credit (credit
unions), proximity services etc.

More generally, social enterprises in France (aBalgium) seem to be particularly
innovating in the area of "proximity services". Fhesocial enterprises often mobilise
additional resources beside resources from the ehakd the state, and they go
beyond the functional logic of the latter. Thiscatdearly shows in the thousands of
Italian co-operatives providing social servicessi@ential or not), in particular
services intended for the handicapped, elderly lgeajyug-users and young people
with family problems. In the United Kingdom as wellome-care co-operatives
emerged in answer to state or market failures, spexcific context characterised by
the rapid development of quasi-markets.

The border between the provision of social servieesl activities aiming to
reintegrate persons excluded from the labour masketlatively blurred. Indeed, in
several countries, social work or services for h@amped persons or persons with
other difficulties evolved towards more productaativities. The latter then served as
the basis for the creation of social enterprisésrioly temporary (or even stable) jobs.
The case of Denmark provides a good illustrationtro$ hybrid nature; in this
country, social work, community development and dpiciive activities are
intertwined in various types of initiative such ‘ggoduction communities”, "social
residences"dqpholdsstedgror "people's high schoolsfofkehgjskolexr— the two latter
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types being known for their capacity to deal withugg people with social problems.
In Sweden, since the state initiated a reform ihiclg the phasing out, during the
1980s, of the large mental heath institutions, aoevork co-operatives have
developed for the former patients of these insting, as well as for handicapped
persons. Although these co-operatives do not peovittaditional” jobs, they
demonstrate an entrepreneurial spirit which is areged by co-operative local
development agencies. In a very different conterttuguese CERCIs (co-operatives
for the training and rehabilitation of mentally licapped children) were originally
special schools; they gradually evolved as theiersisgrew up, acquiring an
increasingly marked orientation towards producaod job-creation.

In many cases, the border is not clear-cut eitletwéen social enterprises aiming at
the occupational integration of handicapped persam$ those targeting socially
excluded persons (drug-users, prisoners, youngaotg..). Social enterprises of the
two types (and sometimes even mixing the two taggetips) can be identified in
Italy, Luxembourg, Greece and Spain, in variousd§ieof activity. In the latter
country, collection of waste and recycling actestiare particularly important.

Many social enterprises offer stable jobs, but mathers must be considered as
linked to "transitional labour markets"; in otherrs, these enterprises constitute a
stage on the reintegration path towards the ta@thti labour market. For example,
various initiatives in Germany (in particular thospecifically termed "social
enterprises” in three Lander) and Finnish labouoperatives (which provide jobs to
their members by "subcontracting” their work toaestemployers) can be considered
as transitional institutions receiving temporarpsort from public authorities.

Finally, we should also underline the participatioh social enterprises to local
development dynamics in disadvantaged areas. Téisparticularly true of
organisations of the "ABS" type in the new Landéthe former East Germany, of
agri-tourism co-operatives (managed by women itaisd rural regions) in Greece as
well as of neighbourhood development/rehabilitatpyogrammes in rural zones in
the Netherlands. Sometimes, concerns for local ldpu@ent are predominant, as in
Ireland, where a large array of initiatives in #rea of proximity services as well as
community enterprises would not have emerged witliba mobilisation of local
populations and the setting up of local partneship

The Central and Eastern European Countries

There has not been yet an in-depth study of thigiesaof social enterprises in most
Central and Eastern Europe@ountries (CEEC), comparable to the one condugged b
EMES in the 15 countries which constituted the [paem Union prior to its
enlargement in 2004. Nevertheless, with suppotth@lUNDP, EMES recently carried
out an overview study on the potential of socialegrises in CEE and several
countries of the CIB. Combined with some earlier worRsthat study allowed to
highlighting some general trends.

28 Borzaga, Galera and Nogales (2008). That study eeased out in collaboration with local
researchers and it covered six new EU member desn{Bulgaria, Czech Republic, Estonia,
Lithuania, Poland and Slovenia), two Balkan cowstri Macedonia and Serbia) and four countries of
the Community of Independent States (Belarus, Kagtak, Russia and Ukraine). It also included a
more detailed analysis for three countries selefrted those subgroups (Poland, Serbia and Ukraine).
29 |n particular Borzaga and Spear (2004) and BorzageGalera (2004).
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In contrast to the situation in Western Europe,esavobstacles are hampering
recognition of the real potential of social entesgs:

* the dominance of the "transition myth" which, untibw, induced
policies highly reliant on the creation of a freearket and failing to
appreciate the value of "alternative" organisatiand enterprises dmna
fide forces for local and national development;

» the neo-liberal paradigm (espoused by the medm,etltes and the
politicians), dismissive of collective and solidgrvalues;

* a cultural opposition to co-operatives and a betiedit they are
somehow politically suspect. In many countries,réghés a negative
perception of old co-operatives as organisationth viies to former
Communist regimes — even though many of these mag@ons were
actually created before the Communist era;

* an excessive dependence of social enterprises nargjocombined

with a limited view of the role that alternativeganisations can play. As
regards associations, it appears that many NGOsreated, but they often
suffer from two weaknesses. First, they are higldpendent on external
donor agencies - especially American foundatiotisat tend to use them
for their own purposes and significantly limit theiutonomy. Second,
while NGOs sometimes emerge as forces that araiclrtassociative,

they are often less an authentic expression of endiety than the upshot
of strategies linked to funding opportunities;

» a general lack of confidence in solidarity moversenthe concept of
solidarity being used primarily to describe an vidiial's relationship with
friends and family - and a view of economic actiwats oriented towards
the pursuit of personal gain, rather than as aivigctwith positive
benefits for the community as a whole;

» the predominance of a "parochial” political cultunelucing, among
social economy actors, a tendency to limit theirizoms to the pursuit of
their immediate interests; the networking capacdly third sector
organisations (be it among the various "familie$"tlee third sector —
associations, co-operatives, foundations — or withmilies) is low;

» the difficulty in mobilising the necessary resow.ce

However, despite the cultural, political and led@ficulties they face, both traditional

co-operatives and the new generations of non-pafjanisations display a real
potential for growth. Indeed, several factors dffiae third sector in a positive way:

the legacy of the strong pre-soviet tradition ofarfable organisations and co-
operatives constitutes an asset for the third sette level of education of third

sector leaders is high; all countries covered leyEMES study display a capacity of
creation of grassroots initiatives; and rural araes characterised by strong social
capital and local links.

It has also been noted that when co-operativesrétutheir roots, they can play an
important role in regions with underdeveloped mesk&he re-emergence of credit
co-operatives in Lithuania bears testimony her&mw.does the example of Poland,
where interesting co-operative initiatives haveseanmi in different areas, including
credit, housing and agriculture. In Estonia, theoperative sector, which took off in
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the 1990s, has now become a cornerstone of Es@ueaial economy, among others
through the creation of the Estonian Union of Cerapfive Housing Association,
which gathers more than 7000 organizatténs

New types of third sector organisations are als@rgimg in Central and Eastern
Europe. Some of these can be seen as forms of sotiapreneurship, provided the
latter is understood in a reasonably "flexible" Wayhese organisations are starting
to provide services of general interest, redres#iiiegfailures of the social system.
There are now associations in all CEEC, and fouodstin all except Latvia and
Lithuania. A few countries have also created "ofmmmdations”, which result from
the convergence of some associations and foundation

The legal environment in CEEC indeed appears aerdavourable; some countries
have even gone so far on the way to the legal retog of social entrepreneurship as
to create specific legal frameworks for social goises. In Hungary, for example,
public interest companies (closely related in foton UK's Community Interest
Company) provide public services, while pursuingremmic activities to raise funds
for these services. Poland, Slovenia, the Czechulitiepand Lithuania all provide
examples of recently adopted specific legal framé&w/dor social enterprisés In
Poland, the Act on Social Employment (2003) andAbieon Employment Promotion
and Institutions of the Labour Market (2004) alrgadnstituted a legal recognition of
social entrepreneurship of low-income groups; frrthecognition was attained in
June 2006 with the creation of a separate legah fior social co-operatives, whose
aim is the social and occupational integrationatfigss or handicapped peofSldn
Slovenia, a specific form of income-generating poofit organization has been
introduced: the private not-for-profit institutehd latter is a legal entity performing
activities in the field of education, science, atdt, sports, health or social affairs;
private not-for-profit institutes’ most importandusce of income is constituted by
commercial activity on the market. The Czech lawtiinting the Public Benefit
Company (which, as its name indicates, is commiteedupply services of public
benefit) and the Lithuanian law on social entegwisare not flawless, but they
nonetheless both constitutes significant steps rdsvahe legal and institutional
recognition of social entrepreneurship in the CEEC.

In sum, despite the problems associated, inter, &hathe process of economic
transition in which CEEC are engaged, social enisp in these countries are
showing significant growth potential. Co-operatige regaining ground in some of
their traditional roles, and the new associativaedet® that have emerged in Eastern
Europe confirm the relevance of the social entegomodel.

5. Paving theway to a theory of social enterprise

In the last phase of its first major research,EMES Network took the initial steps
towards the progressive development of a spetigory of social enterprise. In such
a perspective, Bacchiega and Borzaga (2001) usds fimm the new institutional

economic theory to highlight the innovative chageacof social enterprises; the

30 Otsing (2004).

31 The EMES approach of social enterprise has beapted for the purpose of the study conducted in
CEE and the CIS, in order to take into accountltval contexts and specificities. This "adapted"

working definition only includes three economic atitee social criteria (EMES, 2006:.61 and

Borzaga, Galera, Nogales, 2008: 75-76).

32 However, not all these laws explicitly use thertésocial enterprise”.
33 CECOP (2006).
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characteristics defining the social enterprise weterpreted as forming an original
system of incentives that takes into account thierg@lly conflicting objectives
pursued by the various categories of stakeholdersrs (2001) developed a more
socio-political analysis to demonstrate that su¢malti-stakeholder, multiple-goal”
structure was more easily understood if makingaighe concept of "social capital”.
For Evers, creating social capital can also caunstitan explicit objective of
organisations such as social enterprises. Lawvilte [dyssens (2001a) came up with
elements for an integrated theory of an "ideal tygembining the economic, social
and political dimensions of social enterprise. Likeers, they emphasised the role of
social capital, which is mobilised and reproduced specific forms by social
enterprises. In addition, they stressed the pdatiguhybrid and composite nature of
social enterprises' resources (made of market, nmatket and non-monetary
resources such as volunteering), viewing this aspr asset of these organisations
to resist the trend toward "institutional isomomphi' that threatens all social
economy organisations.

Within a second major research project, those #imal lines were transformed into
hypotheses to be tested for work integration saigdrprises through a large survey
conducted in twelve EU countries (Nyssens, 2008)ri€d out over ten years, those
two EMES projects and books may be regarded sadahe most comprehensive
integrated work combining an original theoreticaérgpective with a large
comparative empirical research across Europe.

Theoretically, the social enterprise concept cal&b point the way toward a more
integrated approach to the entire social economy. aAmatter of fact, when
apprehending the social economy, two sources cfidenappear as recurrent and
difficult to overcome. One source of tension oraas in the gap between enterprises
offering their entire output for sale on the marka$ do most co-operatives) and
associations whose activities do not have a stemogomic character (such as youth
movement activities) and whose resources are yatalh-market (grants, subsidies,
etc.), or even non-monetary (volunteering). A secoension exists between so-
called mutual interest organisations (co-operatimastual societies and a large part
of associations) which, at least in principle, dorserve their members, and general
interest organisations, serving the broader comiywuoi specific target groups
outside their membership (such as organisationdifig poverty and exclusion, or
those involved in development co-operation, envitental protection and so &)

These two sources of tension are partly illustratedigure 1 hereafter. The first
source of tension is represented by the coexistefdevo distinct spheres: one
sphere represents the co-operative tradition (wgemerated specific literature and
schools of thought), while the other sphere reprsséhe tradition of associative
initiatives and movements (which has also inspirednerous sociologists and
political scientists, especially in the North-Anwn literature on non-profit
organisations). The second source of tension iemdficult to depict: it may be
seen, although partly, within each of the two spberwhere general interest
organisations are rather located in the area tosvdre centre, whereas the mutual

34 This second tension should not be exaggeratedgthdttranslates a "historical" difference between

two models of actions rather than a clear-cut diffiee between the contemporary practices. For
example, gradually, along their development patanynmutual societies and user co-operatives have
started to offer their goods and services to nomber customers, with advantages very similar to

those offered to members.
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interest organisations tend to be located eitheithenleft or on the right of the
diagram (although some advocacy NPOs may of cdagsd general interest).

The unifying role of the social enterprise concegsides primarily in the fact that it

generates mutual attraction between the two sphier@scomplishes this by drawing

certain organisations within each sphere towardsctintral zone and by including
them into a single group of organisations becaleg actually are very close to each
other. Whether they choose a co-operative legah for an associative legal form

depends primarily on the legal mechanisms provimedational legislations.

On the left hand (co-operative) side, social emisgg may be seen as more oriented
to the whole community and putting more emphasishendimension of general
interest than many traditional co-operatives. T$isf course the case for enterprises
registered as social co-operatives as well as, gmthrers, for co-operatives for the
handicapped in most CEE countries. On the rightdh@on-profit) side, social
enterprises place a higher value on economic &akky related to an ongoing
productive activity than many traditional asso@a$, including advocacy or grant-
making organizations.

Lastly, by going beyond the two spheres, the dditess suggest yet another point to
be considered: although most social enterprises th& form of co-operatives or
associations across Europe, they can also devatoplready mentioned, within the
framework of other legal forms.

Figure 1
Social enterprise at the crossroads of the co-ofpezaand non-profit sectors

Wo:ﬁ:(ers’
Corops

Pro&yction
-oriented
NP@:

Advocacy
NPOs

Users’

Source: Adapted from Defourny (2001:22)
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6. Toward a dialogue with Anglo-Saxon approaches

Figure 1 could also be used to illustrate, althougiperfectly, the two initial
movements which, in ltaly and the US, led to theeegance of the notion of social
enterprise. Italian social co-operatives have engahdrom the early 1990s, a desire
to use the co-operative model to develop the piamvisof social services to
disadvantaged groups, often in the framework oftremts with local public
authorities. By doing so, they broadened the ti@uii co-operative model and got
closer to areas traditionally occupied by non-grofganizations in many European
countries. Conversely, the quest for market ressuby US non-profit organizations
led the latter to adopt commercial practices irspiby the business world. As
commercial enterprises, co-operatives do belontpitobusiness world although the
proximity of social enterprises and co-operativppears more clearly in the British
context as described earlier.

In order to adequately depict the US scene, whads ot seem to give an explicit
place to co-operatives, one should emphasize tl@ewdusiness community and its
various interactions with social entrepreneursi@pe should first recall the major
role played by a growing number of private founoiasl. Most of these are endowed
by large family fortunes, often originated in bwess activities. They encourage
initiatives with a social purpose, generally of then-profit type, to adopt income-
generating strategies inspired by the business d#®orAnother aspect of social
enterprises’ interactions with the business wasldanstituted by the partnerships
which are established, with increasing frequen@twben large private groups and
non-profit organisations, be it for the commeraation of products linked to societal
issues (for example in the field of fair trade dnieal finance), for the joint creation
of societies in new industries (for example linkedsustainable development) or for
any other form of collaboration. Finally, a greadriety of initiatives — from
sponsoring and patronage to other, more innovdtvens such as social venture
capital — can occur in the framework of "corporatecial responsibility” (CSR)
strategies, and many business schools will be prdmgonsider these as "social
entrepreneurship”.

In other terms, one of the most prominent/outstagdiharacteristics of US social
entrepreneurship is certainly its quest for commaéresources and, more generally, a
kind of "tropism" towards the market and the busseorld (Kerlin, 2006)Although
such dynamics do also exist in Europe, social prisas there are influenced, to a
much more significant extent, by the evolution oblic policies, be it in the fight
against unemployment, the development of persaraices or other fields deemed
important by governments. This major differenceclisarly reflected in scientific
works. Scholars and consultants from the Anglo-spheregkample, often consider
the degree of self-funding (through sales) as &é#hyecriterion or, still better, as the
main axis along which initiatives that can be cdastd as forms of social
entrepreneurship can be classified (always keejpingnind, though, that social
entrepreneurship's main goal is to serve a motlessrinnovating "social mission").

35 According to the "Social Enterprise Alliance", ated in 2002 by various foundations and support
organizations, a social enterpriséasy earned-income business or strategy undertalyesm nonprofit
to generate revenue in support of its charitablegioin' This vision is also found for example in the
various programmes of the NESsT (Nonprofit Entespend Self-sustainability Team). In reality, as
soon as the 1980s, many works analyzed the questidtwe funding of nonprofit organizations,
although these works did not use the term "socitdrerise" (see for example Skloot 1983 or Young
1983).
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Nicholls (2006), for example, puts forward a clésation of social entrepreneurship
along a continuum ranging from "voluntary activisnbased only on gifts and

volunteering, to "corporate social innovation”, alniconsists in risky investment for
a social purpose within the framework of a for-irpfivate company. Between these
two extremes, he describes various types of nofitpygganisations, ranging from

those which are totally funded by subsidies to ¢hakich are totally self-funded. In

his analysis, only the latter deserve the "sociatemrise” label; this indeed

corresponds to a dominant trend in the US contexivall as to the vision of the

Social Enterprise Coalition in the U.K. when stgtithat a social enterprise is a
business that trades for a social purpose.

In Continental Europe, the notion of social entegurship is becoming more
popular although still less widespread than in tHe. As in the latter, it seems
increasingly easy to speak of social entreprengurals a very broad array of
initiatives, well beyond the third sector: the wotiof entrepreneurship itself can be
understood in many different ways and its combamatio a social orientation may
refer to practices including various forms of cagie social responsibility, public-
private partnerships with a social aim, or evenlipubector adoption of business
skills36. The EMES Network itself has never claimed to cirearibe, in its works, all
the forms of social entrepreneurship; these workgehmainly focused on social
entrepreneurship dynamics within the third sedBut a radical divergence between
the dominant US approach and this European oneaapps regards the more narrow
notion of social enterprise: in the European cantéxis impossible to ignore the
embedding of very numerous social enterprises blippolicies and the existence of
social enterprises that derive a great deal ofr ileome from non-market sources
(Defourny and Nyssens, 2008b). For instance, th&e&Mtudy of work integration
social enterprises (WISEs) throughout the EU abothg@locumented the threefold
orientation of these enterprises, which are sithatethe crossroads of civil society,
public policies and market dynamics (Nyssens, 2006)

If European and North-American approaches werestshown graphically, a possible
way to do so might be the one suggested by Hul(#087): two spheres should be
added to figure 1, representing respectively tHe o public authorities and the
influence of the business world. Indeed, considesocial enterprises as located in a
central zone, more or less extended as suggestdtemotted lines, it is possible to
see them as possibly resulting from a great vaoéigteractions. Going downwards,
public policies tend to get closer to business wdthand market dynamics. This can
mean various public authorities’ supports to soeiaerprises or the latter may be
considered as having potentially important rolethmrestructuring of public services
(Spear et al.,, 2009). When moving upwards, the nessi world tends to be
increasingly concerned with the public good andeéb more deeply involved in the
setting up of social enterprises.

Beyond comparisons between Europe and the US,asstepresentation even makes it
possible to integrate development paths of theabamiterprise landscape such as
those emerging in South-Eastern Asia. In South &die@ instance, part of the
associative movement which was at the forefrorinefstruggle for democracy in the

36 Leadbeater (1997) already acknowledged the presgingocial entrepreneurship across all three
sectors of society.
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1990s is now advocating and setting up serviceigioy third sector organizations,
especially for the most in need. On its side, tlogeldn parliament passed a law in
2006 for the promotion of social enterprises dedabesocial service delivery or work
integration of the hard-to-place while keeping @rsg control over those initiatives
(Bidet, 2008). Moreover, it is interesting to ndtat the official website of South
Korean social enterprideclaims a dual influence from Europe (mentioningriee,
Italy and the U.K.) and from the United Statesess$ing the need to raise more funds
from domestic leader companies). As to Japanesal snterprises, they seem to be
heavily influenced by US models but a good deaheim are quite close to the co-
operative sector, especially some work integrasogial enterprises looking like
workers’ cooperatives and consumer co-operativeghwihave developed social
services for the benefit of the community at large.

Figure 2
Social enterprise at the crossroads of public peic
for-profit companies and the third sector

Public sector

- Innovating policies
- Partnerships

- Adequate laws

- Consultative bodies

Co-operatives Associations
(NPOs)

Private
for-profit sector
- Joint ventures
- Partnerships
-CSR
- Donations

Conclusions

37 http://www.socialenterprise.go.kr/

21



Even though not all the practices that it encomgmsse new, social entrepreneurship
is obviously "trendy”, and it keeps diversifying tt along organisational, industrial,
geographical or other dimensions.

Since it is a very recent notion, this growing dsiyy and the very openness of the
concept probably constitute strengths of the lathed reasons to take it seriously.
These are also the reasons for its rapid succesis,dmong public authorities and
private sector actors who, both in their own way discovering (or rediscovering)
new possibilities to promote simultaneously entepurial dynamics and social
purposes.

However, beyond this "fashionable" aspect, unstéllanature, which is supported
and nourished by enthusiastic and committed promsotieis important that rigorous
analyses be developed - analyses going beyondutttess stories and the "heroes”
repeatedly set under the limelight. In order tosdo thorough surveys — providing
data about actual practices and about failures elsas successes — are absolutely
necessary. Moreover, interdisciplinary dialoguesistitute are needed to avoid
interpretations neglecting fundamental dimensidrth® phenomenon. Until now, the
entrepreneurial aspect and all issues relatedetonidgnagement of such organisations
have been highlighted mostly by management scientbes is all the more
interesting that such approaches contribute todiite into business schools forms of
entrepreneurship hitherto rather little taken iobmsideration. But as far as the social
aspect is concerned, management sciences haveblyrabach to learn from other
disciplines which have been exploring the thirdt@edor several decades, even
though some trends hereof can sometimes seem teeyoan "anti-business”
discourse (Dees and Anderson, 2006).

Several works carried out in the US underline thet that social entrepreneurship
tends to blur the borders between the non-profd #re for-profit sectors; these

borders are then being replaced by a continuunomwng whose market orientation
and for-profit character vary. However, this tretwdvards "blurring boundaries”,

which has already been highlighted by several Eemopspecialists of the third

sectof8 (also stressing interactions with the public sgctby no way reduces the

increasingly recognized importance of the "soct@®my" or the "non-profit sector"

in contemporary economies. Moreover, because thediuhe third sector remains

quite distinct, the fact that many or a majoritysokcial enterprises are rooted in this
specific field may well constitute the most relabbuarantee to avoid social
entrepreneurship being progressively diluted amsifg most of its strength after a
first decade or two of interest for its novelty.

38 For example, among many others, Evers (1995) aridkd (2004).
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