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Executive summary

In the last two decades, the quest for a widely accepted definition of social enterprise (SE) has been a central issue in
a great number of publications. The main objective of the ICSEM Project was to show that the SE field would benefit
much more from linking conceptualisation efforts to the huge diversity of social enterprises than from an additional
and ambitious attempt at providing an encompassing definition. Starting from a hypothesis that could be termed
“the impossibility of a unified definition”, the ICSEM Project adopted a twofold research strategy: providing strong
theoretical foundations to explain how various “institutional logics” in the whole economy may generate different

SE models and relying on bottom-up approaches to capture the SE phenomenon in its local and national contexts.
This strategy made it possible to take into account and give legitimacy to locally embedded approaches, while
simultaneously allowing for the identification of major social enterprise models to delineate the field on common
grounds at the international level.

This Stakeholder Brief summarises the results of the ICSEM project for Western Europe and Central and Eastern
Europe. These results are presented in detail in two books which, thanks to the support of the European COST Action
“Empowering the next generation of SE scholars” (Empower-SE, COST Action 16206), have been made available in
Open Access:

Defourny, J. & Nyssens, M. (eds) (2021) Social Enterprise in Central and Eastern Europe: Theory, Models and Practice,
Routledge, New York & London.

Defourny, J. & Nyssens, M. (eds) (2021) Social Enterprise in Western Europe: Theory, Models and Practice, Routledge,
New York & London.

This article/publication is based upon work from COST Action 16206 “Empowering the next generation of social enterprise scholars”
(Empower-SE), supported by COST (European Cooperation in Science and Technology).

COST (European Cooperation in Science and Technology) is a funding agency for research and innovation networks. Our Actions help
connect research initiatives across Europe and enable scientists to grow their ideas by sharing them with their peers. This boosts their
research, career and innovation.
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1. Introduction

Most of those who used the concepts of social
entrepreneurship and social enterprise in the
early 2000s now agree that they could never

have imagined the amazing breakthrough of these
concepts. Indeed, the use of these concepts is

now spreading in most parts of the world: after

an almost secretive first decade in the 1990s,
research communities have emerged on both sides
of the Atlantic and then spread to Central and
Eastern Europe, most of East Asia, including China,
as well as India, Australia, Israel and various Latin
American countries.

In Europe, it is clear that social enterprise (SE)
owes much to the success of social cooperatives,
which emerged in Italy in 1991, and to the UK
government’s policy of promoting social enterprise
from 2002 onwards. But many people recognise
that these concepts are clearly related to the
various approaches that attempt to highlight the
existence of a third sector, beyond the classic
distinction between a private for-profit sector

and a public sector, whatever the terms used to
describe such a third sector: non-profit sector,
voluntary and community sector, social economy,
solidarity economy, etc. The social enterprise
approach and the analytical potential that emerges
from it should be seen above all as a means of
enriching existing conceptions.

Many definitions of social enterprise have been put
forward, but none of them has reached consensus.
For this reason, we will examine the recent
contributions of a major research programme,
launched in 2013 under the title “International
Comparative Social Enterprise Models Project”
(ICSEM Project), which we coordinated and

which we carried out with the support of a
European COST Action entitled "Empowering the
next generation of SE scholars” (Empower-SE,
COST Action 16206) and of the Fondation Crédit
Coopératif (France). We will first briefly recall the
main stages of this project. We will then look at
how an analytical framework was constructed that
allows us to identify four main models of social

enterprise that can be found in a large number

of countries and regions of the world. We will
then compare these models with the empirical
data collected for Western Europe, on the one
hand, and for Central and Eastern Europe, on the
other hand, to better identify the specificities of
these social enterprises in these different parts of
Europe. Finally, we will conclude with some of the
challenges that social enterprises face and that
need to be addressed in order to provide them
with a truly enabling ecosystem.

2. The ambition and originality of the ICSEM Project

The ICSEM Project is a large-scale research project
combining inductive and deductive approaches

as well as qualitative and quantitative methods

to identify and compare social enterprise models
across the world. A key feature of ICSEM is

that it has refrained from imposing a strict and
precise a priori definition of social enterprise, and
instead has deployed a common methodological
framework, referring to social enterprises broadly
as organisations that combine an entrepreneurial
drive to provide services or goods with the pursuit,
as a priority, of social objectives. Within this broad
framework, it was left to each “national” team to
delimit the boundaries of the social enterprise
phenomenon in its specific context. Until the end of
2020, 230 researchers from 55 countries became
involved in this project, which had three main
phases:

- Phase 1(2013-2015): Redaction of “country
contributions"—monographs at the national level
including two parts: a first part aiming to offer a
deep understanding of the national context and
concepts in use; and a second part attempting
to categorise the types of social enterprise
observed.

- Phase 2 (2016-2017): Drafting of an analytical
framework to capture the foundations and
diversity of social enterprise models; carrying
out a survey with managers of social enterprises
considered emblematic or representative of
the different categories of social enterprise
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identified in the previous phase; and building an
integrated database on more than 720 social
enterprises from 45 countries. It should be noted
that the sample on which the data collection
was based was by no means representative of
the population of social enterprises in the world.
Indeed, not only was the distribution between
continents particularly uneven, with a virtual
absence of Africa, but more fundamentally,

the population of social enterprises is simply
unknown, as there is no universal definition of
social enterprise. The aim here was to identify
and compare models at the international level.

- Phase 3 (2018-2020): Statistical exploitation of this
international database to test the relevance of
the “theorised” models for the different parts of
the world; analysis of social enterprise models
on the dimensions covered by the survey: origin,
context of creation, types of production, social
mission, financial model, governance, allocation
of possible profits, comparative analysis of the
institutional issues faced by social enterprises

3. The foundations of an analytical grid

As expected, the researchers involved in the ICSEM
Project highlighted the existence, in their respective
countries, of a great diversity of social enterprises,
which they have attempted to classify into
categories, suggesting a diversity of “models”.

From there, we developed an analytical grid
based on two major dimensions which were
articulated in order to propose a limited number
of social enterprise models. Without denying the
existence in the field of many hybrid models, the
two dimensions chosen were the following: on
the one hand, “principles of interest” to grasp the
main “driving forces” that can be observed in an
economy and that refer to the configuration of
property rights in any type of enterprise; on the
other hand, the types of “economic resources” that
can be mobilised to develop an economic activity
(Defourny and Nyssens, 2017).

Three principles of interest

Looking at the range of possible forms of enterprise
(in the broadest sense), Gui (1991) defines the social
economy as being composed of two major types of
entities, namely “mutual-interest organisations” and
‘general-interest organisations”.

In any type of organisation, Gui argues, it is
possible to identify, on the one hand, a “dominant
category”, formed by those who hold the “residual”
(ultimate) decision-making power, particularly
with regard to the allocation of “residual benefits”,
and, on the other hand, a “beneficiary category”
composed of those to whom these residual
benefits accrue. “Mutual-interest organisations”
are those in which these two categories merge;
this first major component of the social economy
includes cooperatives and associations that
primarily serve the interests of their members.
The second major component, ‘general-interest
organisations’, corresponds to those organisations
in which the beneficiary category is distinct from
the dominant category: these are associations,
controlled by their members, but which aim to
serve people other than the members (known

as "beneficiaries”). More generally, this group
includes all so-called philanthropic or charitable
organisations, provided that these somewhat
dated terms are considered to include all
associations and foundations whose activity is in
the public interest: initiatives for the protection

of the environment, fight against social exclusion,
development cooperation, etc!

These distinctions lead us to consider the existence
of three major drivers or “principles of interest”
within the economy as a whole: the general interest
(Gl), the mutual interest (MI) and the capital interest
(Cl). Defourny and Nyssens (2017) propose to
represent them as the vertices of a triangle, in

1 It goes without saying that all public organisations and
institutions are also typically general-interest organisations, but
they belong by nature to the public sector and not to the social
economy.
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which combinations of principles can be imagined
along the sides of the triangle (see figure 1).

Traditional cooperatives and mutual-interest
associations are naturally placed near the vertex
corresponding to the mutual interest (bottom left
corner of the diagram). By contrast, associations
pursuing a general-interest objective as defined

by Gui will logically be located near the corner
corresponding to the general interest (i.e. the upper
corner), but not necessarily in the vertex itself,
insofar as their general interest (the target group
or community they serve) is generally not as broad
as the general interest supposed to be taken care of
and guaranteed by the state.

The bottom right-hand corner, corresponding in our
diagram to the capital interest, is obviously occupied
by capitalist-type companies (FPOs for “for-profit
organisations”), owned by shareholders/investors.
However, these companies sometimes develop
corporate social (or societal) responsibility (CSR)
strategies, which in these cases leads us to place
them a little higher on the right side of the triangle.

The base of the triangle, on the other hand,
represents a continuum between two opposite
ways of dealing with capital, in particular in terms
of profit allocation. In a cooperative, the pursuit of
profit is instrumental, in the sense that it serves
the development of the productive activity, which is
itself the central objective. An interest or dividend
can remunerate the shares of the cooperative
members, but it is subject to a strict cap. Moreover,
the bulk of the profits is generally allocated to
collective reserves, which are themselves protected
by an “asset lock” that prevents the assets
accumulated by the cooperative from being used
for personal enrichment. In for-profit enterprises,
by contrast, the pursuit of profit is, in itself, the
objective of the enterprise.

Types of resources mobilised:
what relationship to the market?

Much of the literature and discourse on social
enterprise presents as a distinctive feature of

social enterprises their use of market activities.
Perhaps the most concise definition of social
enterprise is that which describes it as “a market
solution to a social problem” (Austin et al,, 2006),
although such a shortcut is highly reductive
(Defourny and Nyssens, 2010). Moreover, when

it comes to identifying social enterprises, many
observers take into consideration the proportion
of market resources: some require that at least
50% of resources come from market sales. Such
an approach is often far from the field reality in
many countries, but the question of the business
model and the degree of dependence on the
market is a central issue in the debate. This is
why two dotted lines have been drawn across the
triangle (figure 1): they allow to take into account
various combinations of resources (market income,
public subsidies, donations, etc.) and to distinguish
between the situations where market resources
dominate, those where funding is mainly non-
market (usually public, or voluntary), and those
where a hybrid business model is adopted, often to
better balance the social mission and the financial
viability of the organisation.

It should be noted that the lower dotted line also
divides the "mutual-interest” angle: cooperatives are
primarily market-based enterprises and therefore
appear below the line, as do all enterprises whose
income comes entirely or mostly from the market;
in contrast, mutual-interest associations, such

as sports clubs or other leisure associations,
typically rely on a combination of market resources
(membership fees, sales in a cafeteria) and other
resources, such as voluntary work and public
contributions in the form of sports and other
facilities provided by local authorities.

4. Towards a typology of social enterprise models

By drawing on both the distinction between mutual
and general interest and the types of resources
that social enterprises use, we are able to represent
how different “institutional trajectories” across the
economy can generate different models of social
enterprise.
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The “starting points” for these institutional
trajectories are the initial organisational types
(associations, cooperatives, for-profit enterprises,
the state..) defined and located according to the
three “principles of interest” in the triangle. In turn,
these principles of interest and their corresponding
organisational types can be seen as matrices in
which dynamics and trajectories emerge.

The trajectories themselves correspond,
schematically, to one of two movements:

a) an “upward” movement of mutual-interest or
capitalist organisations, reflecting an evolution
towards a behaviour that places greater emphasis
on the general interest. Such a shift is represented
by the blue, upward-pointing arrows in figure 1,

or,

b) a “downward” movement of general-interest
organisations (which, until then, relied mainly on
non-market resources, when not fully subsidised by
public authorities) towards more market activities.

This shift is represented by the downward-pointing
red arrows in figure 1. This shift may also involve
the adoption of more “commercial” management
methods.

As shown in figure 1, six main institutional
trajectories can be identified, which will be seen to
lead to four major models of social enterprise.

The entrepreneurial non-profit (ENP) model

The “entrepreneurial non-profit” model includes
above all general-interest associations (“Gl-Assoc.”)
that develop any type of earned-income activities to
supplement their other resources (public subsidies,
donations, voluntary work, etc.) and thus support
their social mission.

Social enterprises of the ENP model can also result
from the evolution of mutual-interest associations
(“MI-Assoc.”) towards stronger consideration for
the general interest, well beyond the interests of
their members. In concrete terms, this means that
the organisation will serve “beneficiaries” other

Figure T: Institutional trajectories and social enterprise models
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than its members, without forgetting the interests
of its members. This extension may concern
direct beneficiaries, as in the case of a sports

club that operates for its members and decides

to extend its action to a wider community, for
example to contribute to greater social cohesion
in disadvantaged neighbourhoods. The benefit

can also be of a more societal nature, when a
mutual-interest association decides, for example, to
make environmental protection one of its central
missions.

The “social-cooperative” (SC) model

The “social-cooperative” model generally results
from a movement of mutual-interest organisations
(“Cooperatives” or "MI-Assoc.”) towards a behaviour
characterised by an increased attention for the
general interest.

Cooperatives are first and foremost mutual-interest
enterprises, owned and controlled (democratically)
by their members for their own non-capitalist
interests. Because it is part of this cooperative
tradition, the social-cooperative model also aims
at implementing democratic forms of governance,
i.e. equal voting power in the general assembly,
and a limitation of the remuneration of capital
shares. However, this model goes beyond that of
most traditional cooperatives, in that it combines
the pursuit of the interests of its members with
the pursuit of the interests of the community as a
whole or of a specific target group.

The legal status of social cooperative emerged in
Italy in the early 1990s. Since then, new laws, similar
to the social-cooperative law, have been passed in
other countries, such as the law establishing the
status of “société cooperative d'intérét collectif”
(2001) in France or the status of “social cooperative”
(2006) in Poland, and many other legislative
initiatives throughout Europe (Fici, 2015; European
Commission, 2020). Depending on the legislation

in force, other legal forms may be close to the
cooperative status, even though they differ from it
from a strict legal point of view.

As mentioned above, cooperative-type social
enterprises may also result from the evolution
of mutual-interest associations (“MI-Assoc.”) that
wish to develop their economic activities in order
to respond to a specific social problem and, in

so doing, move towards a more explicit general-
interest objective.

The “social-business” (SB) model

The approach according to which social enterprise
is a commercial enterprise guided by a social
mission, regardless of its status (Austin et

al., 2006), has become dominant in business
schools, consultancies, CSR departments of large
multinational companies and various foundations
that promote the adoption of private-enterprise
management methods as a means of responding
more effectively to social problems.

When initiated by capitalist companies, the
dynamics of social entrepreneurship consists of

a movement of these companies towards the
public interest. In this model of social enterprise,
it is then a question of aiming at and balancing
financial results with social—and sometimes also
environmental—results (double/triple bottom
line). As suggested in figure 1, a more marked
orientation towards the general interest often leads
these “social businesses” to rely on a more hybrid
economic model, with a certain proportion of non-
market resources that support, at least in part,
the production of goods or services of collective
interest.

The definition of social business by M. Yunus (2010)
implies stricter conditions: such social enterprises,
regardless of their status, are supposed to cover

all their costs through their market resources, and
investors (often large multinationals) do not receive
any dividends; the profits are totally reinvested

in supporting the social mission. To this extent,
*Yunus-style” social businesses can be considered
as a special case of our social-business model.
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The “public or quasi-public social-enterprise” model
(PSE)

Many governments, whether at national or local
level, are facing severe budgetary constraints in the
context of growing social needs. In this perspective,
the literature on new public management advocates
not only greater efficiency in public services, but
also the transfer of certain services to private
entities—including social enterprises—while keeping
these entities under public control, or at least
ensuring their supervision by public regulation.

In certain configurations, these “(para)public”
social enterprises can emerge as “spin-offs” of the
public sector. In the context of local development
policies targeting disadvantaged urban areas, for
example, local authorities may take the initiative
to set up social enterprises to stimulate economic
revitalisation efforts. They can also launch work-
integration social enterprises targeting job seekers
in great difficulty, and then remain involved in the
management of these initiatives.

In general, the “social entrepreneurship” movement
here consists of a move towards “marketisation”,
which can take various forms and have various
implications. First, an increasing proportion of
public services tend to be contracted out, which
implies a shift in the balance between in-house and
contracted-out provision (including—but not limited
to—provision outsourced to social enterprises).
Public tendering procedures can sometimes

be reserved for social enterprises, but social
enterprises can also compete with all types of
enterprises, including for-profit ones.

On the proper use of the triangle and the four
models

The four models of social enterprise as presented
above all appear to be the result of new dynamics
at work in pre-existing organisations—which

we have referred to with the concept of “initial
organisational types” in figure 1. So, at first sight,
there might seem to be little room in this triangle
for social enterprises created ex nihilo. Such an

interpretation would clearly be wrong, though.
Indeed, any individual social entrepreneur or group
of people can start an initiative from anywhere

in the triangle; their position will depend on their
public interest orientation, the way in which they
balance social and economic objectives, the legal
form they choose, the type of business model they
seek, etc.

It should also be stressed that this basic typology
does not deny the existence of the many hybrid
models that can be observed in the field. For
example, partnerships between for-profit
companies and associations or partnerships
involving local public authorities are relatively
common.

5. “Theorised” models put to the test

As explained above, phase 2 of the ICSEM project
consisted of a broad survey of over 720 social
enterprises considered by the researchers to

be representative—or even emblematic—of the
different types or categories they had identified.

The empirical data collected on the basis of a
common questionnaire, translated into various
languages, were statistically analysed? during
phase 3 with a central objective: to see if groups of
enterprises emerged that were sufficiently similar,
on a set of characteristics, to appear as groups that
were significantly homogeneous and, at the same
time, significantly distinct from one another. This
analysis was conducted both at the global level
and separately for Asia, Latin America, Central and
Eastern Europe and Western Europe.

This statistical processing of the ICSEM database
confirmed the existence, at the global level, of three
of the four major social enterprise models proposed
in the typology: the social-cooperative model, the
entrepreneurial non-profit model, and the social-
business model. The data collected show that these
three major models of social enterprise are found

2 A factor analysis followed by a clustering analysis.
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in almost all the countries covered, i.e. 39 countries
out of the 43 countries studied (Defourny, Nyssens
and Brolis, 2021).

The existence of the parastatal SE model is not
confirmed by the identification of a distinct group
of enterprises. However, one should not conclude
too quickly that the public sector is absent from the
field of social enterprise. In fact, it is found within
some clearly identified groups, often involved as
a partner in the creation of social enterprises—in
particular work-integration social enterprises. It is
also possible that local researchers, considering

a priori social enterprises as inherently private
initiatives, did not consider public-sector initiatives
as potential social enterprises.

6. The results for Western Europe: From 5 group to
3 models

The statistical processing of the data collected in
Western Europe has led to the emergence of five
groups of enterprises, whose dominant features
can be described taking table 1 as a basis.

Two groups close to the entrepreneurial non-profit
model

The first two groups account for almost half of

the social enterprises observed. The first group
consists of associations and foundations providing
mainly educational, health or social services. These
organisations are the oldest in the sample. They
have almost as many volunteers as employees.
The missions of the social enterprises in the second
group relate to the socio-professional integration
of vulnerable groups in the labour market. They
are either associations or commercial enterprises
owned by associations.

The economic model of these organisations is
based on an articulation of market and non-market
resources. For associations providing educational,
health or social services, market resources
represent only one third of income. Such a mix

of resources might be surprising given that, as
mentioned above, social enterprise is sometimes

seen as “a market solution to a social problem”.
However, according to the EMES conception of
social enterprise, the entrepreneurial dimension of
social enterprise is not confused with its market
character but refers to the fact that the social
enterprise bears the “economic risk’, whatever the
nature of the resources. From this perspective, it
is therefore not surprising that many associations
have been identified as social enterprises by local
researchers, even if they have less than 50% of
market resources.

In terms of governance, these groups tend to
operate in a democratic or at least participatory
way. The ultimate power lies with the general
assembly of members (GA) or the board of
directors, which often includes volunteers, citizens,
experts and managers. Overall, these two groups
clearly converge towards the “entrepreneurial non-
profit” model identified in our typology.

Two groups close to the social-cooperative model

In the next two groups (groups 3 and 4, see

table 1), a large proportion of organisations have
adopted the cooperative legal form. This is a strong
characteristic, which invites us to consider the
actual reality of a new form of cooperative and

its truly “social” nature, knowing that conventional
cooperatives are primarily oriented towards the
interests of their members, and not towards the
general interest of a wider community, as shown in
figure 1.

It should first be noted that, in the third group,
about a quarter of the organisations are not

legally registered as cooperatives. However, many
organisations have adopted one of the new legal
forms forged in close proximity to the conventional
cooperative status. This group also includes a
significant share of Italian social cooperatives, a
model in which a central place is explicitly given to
the general-interest missions of the organisation.

These cooperative organisations mainly provide
educational, health or social services. All activities
serve strong social objectives: they mainly aim
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to create jobs for the unemployed or to improve
the health of vulnerable people. These social
enterprises rely mainly on market resources,
although they often sell some of their services

or goods below the market price—a fact that
reflects their public-interest orientation. They have
democratic governance structures, mainly under
the control of their workers and managers (and, in
some cases, investors).

The second group of cooperative-type organisations
(i.e. group 4) is almost entirely made up of
cooperatives. These initiatives are fairly recent and
much smaller than those in the previous group.
Most of these social enterprises have been started
by citizens. These “citizen cooperatives” involve
committed citizens experimenting with social
innovations that respond to the aspirations of
territorial communities. This group includes, among
others, agricultural cooperatives promoting short
circuits and renewable-energy cooperatives, where
the interests of the members are clearly combined
with an environmental type of societal objective.
Many of these cooperatives are multi-stakeholder
organisations, involving workers, users, investors
and suppliers in their governance bodies.

The analysis of the characteristics of these two
groups allows us to empirically validate the
model of the social cooperative, which thus comes
mainly in two main forms/fields: cooperative-type
organisations in the field of social inclusion and
services, on the one hand, and citizen initiatives in
the spirit of the transition movement, on the other.

A smaller group indicating the existence of an SME
model of social business

The last (group 5), which is also the smallest, brings
together the newest and smallest social enterprises
in our sample. It includes for-profit enterprises

that combine a strong commercial orientation

with a social mission. The data shows that these
enterprises have business models that are very
similar to those of cooperative-type organisations:
they too rely on market resources (but sell their
goods and services mainly at market prices).

However, their governance models are markedly
different. In this last group, many enterprises are
in the hands of a single person. For this reason,

we have described this type of governance as
“independent” (in the sense that it is characterised
by a strong autonomy). With regard to rules and
provisions for profit distribution, it is striking that in
the maijority of organisations in this group, there are
no rules limiting profit distribution. Some of these
companies adopt an accreditation that requires
social objectives to be predominant in their mission
(e.g. the “B Corp” accreditation), but generally these
accreditations do not impose any limits on profit
distribution. This does not mean that all or most of
the profits are usually distributed to the owners: a
fairly common practice is to reinvest the profits in
the business.

Much of the literature on social business
highlights and promotes initiatives launched by,
or in partnership with, multinationals, suggesting
that these initiatives are rather large-scale ones.
The annual Global Social Business Summit and
its charismatic leader, Muhammad Yunus, are
emblematic of this school of thought. This is the
type of profile we had in mind when we started
to conceptualise the social-business model,

but our statistical results actually suggest a
different picture. This group is made up of small
and medium-sized enterprises, often run by an
individual entrepreneur, who operates in the market
while pursuing a social mission.

As this combination of economic and social
objectives is implemented here within less
regulated framewaorks than those defined by the
rules and governance structures of “cooperative-
type” social enterprises, the balance between these
(potentially conflicting) objectives and the evolution
of this balance over time raise the question of

the sustainability of the social mission. In such a
context, it seems essential to analyse in greater
depth the actual practices of these enterprises: to
what extent do the social and/or environmental
dimensions really prevail over the profit motive?
Are they not simply instruments to better serve the
financial interests of the owner(s)? More generally,
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under what conditions can an economic activity that
generates social value be considered an expression
of social entrepreneurship?

In any case, at this stage we can say that this group
supports the validity of the “social-business” model,
rooted in the willingness of some SMEs to combine
economic and social objectives.
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7. The results for Eastern Europe: From 5 groups to
3 models

The statistical processing of the data collected in
Eastern Europe reveals five groups of enterprises;
their dominant features can be described taking
table 2 as a basis. These results for Central and
Eastern Europe present SE models that are very
similar to those obtained for the global sample
(Defourny et al., 2020).

Three groups close to the associative
entrepreneurial model

The last three groups (groups 3, 4 and 5) bring
together more than half of the social enterprises
observed and their features clearly converge
towards the “entrepreneurial non-profit” model
identified in our typology.

Group 5 includes associations and foundations
providing mainly social and health services,

while the social enterprises in group 4, mainly
small associations, are active in the field of local
development. Group 3 social enterprises are mainly
driven by a mission of employment generation and
can therefore be considered as work-integration
social enterprises (WISEs). In this group, although
there is a significant share of commercial
companies and informal organisations, almost 90%
of organisations were started by a private non-profit
organisation, which justifies the classification of this
group under the banner of the “entrepreneurial non-
profit” model. Depending on the type of relationship
between the social enterprise and its parent
organisation, the social enterprise may operate as

a formal subsidiary of the parent company or more
informally, without a separate legal identity.

The business model of these organisations of

the “entrepreneurial non-profit” type differs from
group to group. For the group that provides health
and social services, only 24% of income comes
from the market. These social enterprises receive
substantial public subsidies and also rely partly on
philanthropy, including volunteering. Only a quarter
of these organisations sell their services at market

prices. As for social enterprises active in the field of
local development, they rely on a closer articulation
between market and non-market resources. Finally,
the work-integration social enterprises in group 3
sell a wide variety of goods or services, mainly at
market price, and are therefore more dependent

on market resources than the organisations in
groups 4 and 5. The productive activities of these
enterprises can be seen as less often "mission-
oriented” and more often “mission-related” than
those of enterprises in groups 4 and 5: indeed,
economic activity is a means of creating jobs,
regardless of the types of products that are
marketed for a population that is much wider than
the group of vulnerable workers targeted by the
social mission.

The importance of funding from external funding
agencies (EU-supported programmes and private
foundations) may partly explain why the SE
landscape in this region is dominated by the non-
profit form, which appears to be the most suitable
form to obtain support from some donors. These
external donors—and national policies that strongly
encourage “a business approach to non-profit
organisations’—usually focus on some key social
challenges such as employment generation, local
development (especially in rural areas) and access
to social services.

In terms of governance, the majority of these
organisations display the characteristics of the
voluntary sector: the ultimate decision-making
power lies with the general assembly of members
(GA) or the board of directors, and the board
often includes volunteers, experts and managers.
However, there are also organisations where a
single person initiates the social enterprise and
often manages the organisation independently.

A group indicating the existence of a social-
business model

The largest group (group 1, which accounts for
30% of the organisations in the sample) is mainly
made up of rather small commercial companies,
run by an individual entrepreneur who is the main
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owner and dominant decision-maker; this leads

us to describe the ownership and governance

of these social enterprises as “independent”.

These enterprises combine a strong commercial
orientation with a social mission. One of the most
common social missions of these social enterprises
is employment generation; this constitutes a
further sign of the importance attached to this type
of mission in Central and Eastern Europe—which
even leads, in some cases, to conflating social
enterprises with WISEs.

These social enterprises operate in the market while
pursuing a social mission. They operate with paid
workers and do not use volunteers. Only 21% of the
organisations in this group have rules limiting the
distribution of profits, and more than 50% have

no pre-determined rules on the distribution of net
assets in the event of termination of the activity.
This does not mean that all or most of the profits
are usually distributed to the owners: the dominant
practice is to reinvest at least part of the profits in
the social enterprise. In this context, the changing
balance between economic and social objectives
over time raises the question of the sustainability of
the social mission.

A smaller group, close to the social-cooperative
model

Although group 2 comprises only 10% of the whole
sample, it has a strong identity from a legal point of
view: the overwhelming majority of organisations in
this group have adopted the form of cooperatives.
This invites us to look at this group as potentially
signalling the existence of a “cooperative-type” SE
model.

The cooperative model has a very specific

history in CEE countries, where this legal form

is just beginning to attract renewed interest.
Indeed, although most of these countries had

a rich cooperative history before World War Il
cooperatives lost their autonomy under state
socialism. Due to this legacy, a negative image is
still associated with this legal form. However, with
the gradual enlargement of the European Union,

the concept of social economy (which includes
cooperatives) has gained importance and new legal
forms—such as that of social cooperative—have
been introduced in several countries, including
Poland, Hungary, Croatia and Serbia.

The social mission and the activities of these social
enterprises are closely intertwined: they mainly aim
at creating jobs, supporting local development or
improving food security. These social enterprises
rely mainly on market resources (which represent
on average 75% of their income), but one third of
the enterprises sell their products below market
price—a fact that reflects their orientation towards
the public interest.

Most of the organisations in this group were
launched by groups of citizens or third-sector
organisations. They have democratic governance
structures; workers are present on the majority
of boards, and so are various other types of
stakeholders.

This leads us to conclude that the existence of our
social-cooperative model is confirmed by empirical
evidence. However, this model is still emerging in
Central and Eastern European countries, and the
model does not have as strong a presence here as
in other regions, such as Western Europe.



EMPOWER-SE Stakeholder Brief 7:

Diversity of social enterprise models: new dynamics at the heart and on the fringes of the social and solidarity economy | November 2021

Ll

(9697) @21d 12341
(96€9) a8.ey> jo 3au4

o4t| :suoieuoq
%4 :s3uel3 ongnd
%trT IDHEW

4

(91) @21d 12x1eW-MO)3g
(9%%€) 384e4 Jo 3314
(96t7t7) @21d 1334B N

o407 :suoleuoq
%EE :s3urJ3 Jngnd
%6E e

$324n0saJ plgAH

(9%%9) sad1Adas 1epos
pue yyeay ‘uoizeanp3

(96L1)

uonelauasd Juawhojdwia
"(96€2) Wawamodwa
pue Aynenb3

(9%0t) suonepunoS
(%€%) SOdN

%lLc

SdN3
S32IAJ35-1BID0S pue yleaH
G dnoug

12pow (dN3)
1yo4d-uou jernauaadasyul

snoLiep

(9%21) uondajoud
1BIUBLLUUOIIAUS ‘(96t7)
uonelauad JuawAhoydwy

(%98) sOdN
%GT

SdN3 1uawdo)anap-1ed07
1+ dnoug

S

(%l) 231d 323 1EW-MOYag
(%6¢) 281ey2 jo 2a.4
(905) 221d 1231

%L :s3ueJs Jngnd
%0Z
:sanuaAaJ JidoJyiue)iyd

%99 12w

snoLiep

(912)
U0131eINP3 0] SS3JE ‘(%Eh)
uolzelauad JuawAhoydwy

(9%62)
suoles|uesJo 1ewllou|

(9%€t) saiuedwod py

%8

S3SIM paydune)
-Jua.ed-yoid-uoN
¢ dnoug

13pow (Js) anietadood-jenos

9

(9%¢1) 284eyd Jo 3314
(96t77) 3214d 1331EWW-MO1ag

(9599) 221d 11BN

9%0¢ :s1ued3 angnd
%GL AHeW

300Ul }3xJew JueujLiog
snolep

(9%81) Ayandas pooy ‘(9481)
JuawdolaAap 1830 (%5E)
uolelauad JuawAhoydwy

(9628) sannesadoo)

%0l

sasludiaiua
1enos aAieladoo)
z dno.g

8

(9681) 284e J0 33.4
(96€€) ad14d 1ax4eW-MO)3g

(966€) 221d 3511y

%78 ‘1w

snoLiep

Uo|SSILW 1Be20S Jo
sadAy snolien pue (9407)
uolelauad JuawAhojdwy

(96G€) saluedwod py

(%2%)
sdiys.Jojaiidoud ajog

%0€
sgS
pazis-WNIpaw pue Jjews
| dnoug

1apouw (gs) ssauisng-1einos

(as1adanyua jenos
Jad uelpaw) siaajun)op

(asadanyua jepos Jad
uelpaw) saahojdwa pied

way} Suihydde s3s jo
aJeys pue AjAoe Jlwouoda
ulew ayy Joy pandde sasiid

Xl awodul ayj ul sasJdnos
JUIHIP 3y} 40 3Jeys

S324N0S3d

papino.ad
S32IAJ3S pue Spoox)

SNOISSIW 1VIJ0S 40rvw

w104 1e83a0

0.3 sy} 0}
8uiBuojaq sasidiaua Jo o4

dnou8
ayy ui (s)adAy Jueuiwiop pue
sasludaajua jelnos jo sdno.in

adoun3 uJajse3 pue jesjua) ui sdnoa8 3s jo saunjeay uiey 'z ajqel



EMPOWER-SE Stakeholder Brief 7:

Diversity of social enterprise models: new dynamics at the heart and on the fringes of the social and solidarity economy | November 2021

(9%LE) OdN 4o
asl1duaiua 1einos Jayiouy

(9668) SaA

SJI3XYJOM
‘s11adxa ‘suagdeuepy

(9%9) V9

(9%L1)

JaXew-uolisioap w._mc_m \vi
(9669) pJeog

%EL

(96%€) uosiad auo
"(%LE) suaznd jo dnoud
e '(95€) suonesiued.o
10123s-paiy L

juapuadapul awog
Jl3eJd0Wa(

SAN3 S32IAJIRS
-1enos pue yyeaH
g dnoug

12pow (dN3) 3yo.d
-uou jernaualdasug

Alunwiwod
3y} ‘siaguuiay

(9%LE) OdN 4o
asluduaiua 1eidos Jayiouy

(96596) SaA

s143dxa ‘siadeuew
‘S19)J0M 'SU331UN|OA

(9607) p4eog
(%€EL) VO

%45S

(966€) suaznid jo dnous
e '(99t%) suonesiued.o
10103s-pAiy L

JleJaoowlad

SdN3 1uawdolanap-1ed07
7 dnoun

(%L2)
uonesiuesd.io jualed

(9%00L) S3A

s)Jadxa
‘S1a)Jom ‘'siadeuepy

(%t#1) peog

(%¥1) VO

(9%62)

uonesjued.o jualed y

(9%62)
Jyew-uoispap a18uls v

%EY

(998) uonesiuedio
jua.ed e Jo suonesiues.io
J10123S-pAIy |

juapuadapul awog
J3esoowap Ajurepy

S3SIM paydune)
-JuaJed-1yo.ad-uoN
€ dnoug

13pouwi (35) annesadood-jenos

(9699) ssaquiapyy

(9699) SaA

(s40353AUI 's)uadxa ‘suasn
‘sJa8euewl) siapijoyaxels
13430 4O AJISIBAIP 3pIM

P JO SaAlejuasaldal

pue (94£G) S4a)J0p

(9%%2) pieog
(%€9) VO

%65

(%Lt)
suones|uesJo J0123s

-paIY3 *(96L%7) suazii)
Jleaoowlad

saslidJiaiua
1enos aaneladoo)
Z dnoug

19pow (gs) ssauisng-|elnos

pazis-LWNIpaw pue Jews

"0} 08 s)asse jau
‘AJIAIRDE S)1 SajeulwIa)
asiaduajua jenos ayy §|

(96€7) s4aquiapy
(9%2g) paulwaiapun

uonnqysip

(%6L) ON youd Suwn sany

(yuasaud si suapjoyajyels
Jo Auo8azed ayj asaym
spJeoq jo adejuadiad)

paeoq 3y} jo uonisodwod
‘31qeondde uaypp

Jamod Supjew
(9608) uosiad auQ

1ap)oyaxels-nw e yum

%0 suonesjuesio jo aieys

(96599) uosiad aup

Juapuadapul 1300W 3DNVNU3IA0D
dnoa38
sgs ayy ui (s)adA; Jueurwop

pue sasudiajua

| dno.p 1e1os jo sdnoay




EMPOWER-SE Stakeholder Brief 7:

17

Diversity of social enterprise models: new dynamics at the heart and on the fringes of the social and solidarity economy | November 2021

8. Promises and challenges

Even though not all the practices they designate
are new, the—recent—concepts of social
entrepreneurship and social enterprise are clearly
fashionable and they continue to diversify, be it in
their organisational, sectoral, geographical or other
expressions. This growing diversity and the rather
open nature of these concepts are undoubtedly
reasons for their rapid success, both with public
officials and private-sector actors, who, each in
their own way, are discovering or rediscovering new
possibilities for promoting both entrepreneurial
dynamics and social goals.

An in-depth understanding of the different models
of social enterprise makes it possible to identify
future challenges that are anything but trivial. In
the case of the social-business model, it can be
expected that the actors of the traditional private
sector will play a leading role in the development
and configuration of social entrepreneurship in
most parts of Europe. At play here is a belief, widely
held in the business world, that market forces

have the capacity to solve an increasing share of
social problems. Therefore, while some stress

the need to mobilise different types of resources,

it is not impossible that the current wave of

social entrepreneurship acts in part as a process

of prioritising and selecting social challenges
according to their potential to be addressed in an
entrepreneurial and market-based way. Certainly,
some innovative responses may emerge from social
business, but from a societal point of view, one can
only doubt the relevance of such an classification of
social needs. This type of questioning is increasingly
relevant in countries where the logic of privatisation
and marketisation of social services has gone the
furthest. More generally, one can understand that
the trajectories observed across Western and
Eastern Europe can prove quite different, depending
on whether the historical contexts have been
marked by shrinking or resisting welfare states

in the last 4 or 5 decades. This diversity is largely
highlighted by the results of the ICSEM project and
by the rich national contributions collected in two
collective works dedicated respectively to Central

and Eastern Europe (Defourny & Nyssens, 2021a)
and to Western Europe (Defourny & Nyssens,
2021b).

Many social enterprises that are increasingly
supported by proactive public policies—sometimes
aimed at reintegrating marginalised workers,
sometimes at providing services to vulnerable
populations—face another type of challenge. The
risks inherent in such public support are, on the
one hand, that social innovation become “frozen”
at a certain stage by its institutionalisation and,

on the other hand, that social enterprises be
instrumentalised within the framework of political
agendas that take away most of their autonomy
and creativity.

Despite such risks, the emergence of different
entrepreneurial forms centred on social goals

and the identification of three—or even four—

major models based on the principles or matrices
of mutual interest, capital interest and general
interest open up several interesting perspectives.
First, this identification allows an additional step

in the clarification of the landscape of social
enterprises, too often “caricatured” and described
by monolithic discourses. Far from aiming at any
“unification’, it highlights very different major
models, which themselves open up to a diversity of
effective practices within them. Secondly, and most
importantly, it shows in a structured way that social
entrepreneurship can emerge from all parts of our
economies, including those—different from one part
of the world to the other and throughout Europe—
that were least thought of.

So why not recognise, in these four major models
of social enterprise, the emergence of new
distributions of roles and tasks in the pursuit of
the common good? Historically, the state has often
been tempted to take sole responsibility for the
general interest, even though traditions of solidarity
or philanthropy have almost always coexisted with
official forms of public monopoly. The recognition
of the complementarities between public and
associative action is, after all, very recent and,
moreover, far from being achieved in many regions
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of the world, including Europe. In this context, the
emergence—or rather the strengthening—of a
genuine associative entrepreneurship, as well as
the development of a new family of cooperatives,
more focused on the general interest, underline
the relevance and the potential of new sharing

of responsibilities, as well as the need to deepen
partnerships of all kinds around specific issues
of common good. Within such partnerships or
along more individual lines, a growing number

of entrepreneurs (concerned with integrating

a general-interest dimension into the heart of
economic activity) are also questioning the pursuit
of profit at all costs.

Recognising this diversity is not only about
recognising that social enterprise can generate
social impacts by providing goods and services to
meet unmet needs through a variety of models.

It also means acknowledging the institutional
dimension of these different models, i.e. their
potential role in the development of norms and
regulations, both at the level of the organisation
and beyond, through the “institutional work”

of all actors. It is essential not to reduce social
enterprises to a space dedicated to “alternatives”;
indeed, through their innovative dynamics in many
areas of activity, they carry a transformative
potential for the whole economy in search of
sustainable models. By going beyond mere “trade-
offs” between economic, social and environmental
performance, particularly through their articulation
with the social movements that support them, they
can contribute to raising society's awareness and to
generating or strengthening a willingness to change
on a large scale. Although the social and ecological
transition cannot be fully achieved without deep
systemic transformations at the macro level, social
enterprises also contribute to the evolution of
production processes and consumption patterns.
The challenge is therefore to take the full measure
of their contribution and to broaden their influence.
In this sense, social enterprises are indeed a driving
force for the transition.

Of course, the path of the social enterprise, in the
midst of “isomorphic” pressures, will never be an

easy one. This is why it has undoubtedly much to
gain by maintaining and strengthening its links
with the social and solidarity economy, which is its
most frequent and natural melting pot and which
has acquired a great deal of experience on how to
maintain its own identity while interacting with the
market, public authorities and civil society.

9. References

Austin, J. E,, Leonard, B., Reficco, E. & Wei-

Skillern, J,, (2006), “Social Entrepreneurship: It's

for Corporations too’, in Nicholls, A. (dir.), Social
Entrepreneurship, New Models of Sustainable Social
Change, Oxford University Press, New York, pp. 169-
180.

Borzaga, C., & Defourny, J. (eds), (2001), The
Emergence of Social Enterprise, Routledge, New
York & London.

Defourny, J. & Nyssens, M., (2010), “Conceptions of
Social Enterprise and Social Entrepreneurship in
Europe and the United States: Convergences and
Divergences”, Journal of Social Entrepreneurship,
vol. 1,1, pp. 32-53.

Defourny, J. & Nyssens, M., (2017), “Fundamentals
for an International Typology of Social Enterprise
Models", Voluntas, vol. 28, n° 6, pp. 2465-2498.

Defourny, J. & Nyssens, M. (eds), (2017), Economie
sociale et solidaire. Socioéconomie du 3e secteur, De
Boeck, Louvain-la-Neuve.

Defourny, J. & Nyssens, M. (eds), (2021a), Social
Enterprise in Central and Eastern Europe: Theory,
Models and Practice, Routledge, New York & London.
Available in Open Access.

Defourny, J. & Nyssens, M. (eds), (2021b), Social
Enterprise in Western Europe: Theory, Models and
Practice, Routledge, New York & London. Available in

Open Access.


https://www.taylorfrancis.com/books/oa-edit/10.4324/9780429324529/social-enterprise-central-eastern-europe-jacques-defourny-marthe-nyssens?context=ubx
https://www.taylorfrancis.com/books/oa-edit/10.4324/9780429055140/social-enterprise-western-europe-jacques-defourny-marthe-nyssens?context=ubx

EMPOWER-SE Stakeholder Brief 7:

19

Diversity of social enterprise models: new dynamics at the heart and on the fringes of the social and solidarity economy | November 2021

Defourny, J., Nyssens, M., & Brolis, 0., (2021),
“Testing Social Enterprise Models Across the World:
Evidence from the ‘International Comparative Social
Enterprise Models (ICSEM) Project”, Nonprofit and
Voluntary Sector Quarterly, vol. 50, n° 2, pp. 420-
440.

European Commission, (2020), Social Enterprises
and their Ecosystems in Europe, Comparative
synthesis report, Authors: C. Borzaga, G. Galera
et al, Publications Office of the European Union,
Luxembourg.

Fici, A, (2015), "Recognition and Legal Forms of
Social Enterprise in Europe: a Critical Analysis from
a Comparative Law Perspective’, Euricse Working
Papers, 82/15.

Gui, B., (1991), “The Economic Rationale for the Third
Sector”, Annals of Public and Cooperative Economics,
vol. 62, n° 4, pp. 551-572.

Hansmann, H., (1996), The Ownership of Enterprise,
Harvard University Press, Cambridge.

Roelants, B., (2009), Cooperatives and Social
Enterprises. Governance and Normative
Frameworks, CECOP Publications, Brussels.

Yunus, M., (2010), Building Social Business.
Capitalism that Can Serve Humanity’s Most Pressing
Needs, Public Affairs.

™ EMES ocostE
network INSCIENCE & TECHNOLOGY

COST is supported by the
EU Framework Programme
Horizon 2020

empowerse.eu
#empowerse_cost


http://www.cost.eu/
http://emes.net/
http://empowerse.eu

