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1 Defining social enterprise

_Jacques Defourny and Marthe Nyssens

Overview

The objectives of this chapter are to outline the concept of ‘social \enter-
prise’ as used in this book and to compare it with other appr The
core hypotheses and the empirical field of the research projé on which
this book is based are also presented. After reading apter, the
reader should:

e have an understanding of the different ap @ e concept
of social enterprise;

e identify the core hypotheses around which\the research project is
articulated;

e identify the subset of social enterpriSes on which the research

project is based, namely egration social enterprises
(WISEs). ﬁ(m\\

1 The origin o l‘.ﬁg concept of ‘social enterprise’

The increasing acknowledgement of the third sector in Europe, together
with the broader interest in non-conventional entreprencurial dynamics
addressing current challenges, led to the emergence of the new concept
of ‘social enterprise’. Whereas a dozen years ago this concept was rarely
discussed, it is now making amazing breakthroughs on both sides of the
Atlantic. In the US, it first met with a very positive response in the early
1990s'. In 1993, Harvard Business School launched the ‘Social Enterprise
Initiative’, one of the milestones of the period. Since then, other major
universities — including Columbia, Stanford and Yale — and various foun-
dations have set up training and support programmes for social enterprises
or social entrepreneurs.

o
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However, in the United States the social enterprise remains a very
broad and often quite vague concept, referring primarily to market-oriented
economic activities serving a social goal. The social enterprise is then
viewed as an innovative response to the funding problems of non-profit
organizations, which are finding it increasingly difficult to solicit private
donations and government and foundation grants (Dees 1998). The concept
is also used to highlight the innovative side of certain types of projects, as
well as the financial risks they are taking (Young 2001). In this latter case,
the concept of social enterprise includes a wide spectrum of organizations,
from for-profit business engaged in socially beneficial activities (corporate
philanthropy) to non-profit organizations engaged in mission-supporting
commercial activity (Kerlin 2005).

In Europe, the concept made its first appearance in the early 1990s, at
the very heart of the third sector, following an impetus that was first Italian,
linked closely with the co-operative movement. More precisely, in 1991,
the Italian parliament adopted a law creating a specific legal form for
‘social co-operatives’; the latter went on to experience raordinary
growth. These co-operatives arose primarily to respond-to needs that had
been inadequately met, or not met at all, by public e@e (Borzaga and
Santuari 2001).

In a second phase, European researchers notice istence of similar
initiatives, though of a substantially lesser i d taking a variety
of labels and legal forms, in various oth ur countries. In 1996,
some of these researchers decided to form twork to study the emergence

éring al e 15 countries that then
up, named the EMES European
tial research work over a four-year
on approach to the study of social

001).

made up the European Union, th
Research Network, carried out i
period and gradually develoe
enterprises (Borzaga and-Befourny

In 2002, there was 2
enterprise in the Unite
‘Social Enterpris¢ @0 itio
improve the knowlédge of social enterprises and, above all, to promote
social ente qo hroughout the country. Within the same framework, the
Department of {I'rade and Industry, which supervises the Unit, has put
forward its own definition of social enterprise and a new legal form, the
‘Community Interest Company’, was voted by Parliament in 2004. Even
though the concept of social enterprise is still imprecise in British usage,
two characteristics appear to form part of the identity of this kind of enter-
prise: they are driven primarily by social objectives and they achieve
sustainability through trading (DTT 2002).

In the European public debate, the concept may have various mean-
ings. One school of thought stresses the social entreprencurship dynamic
exemplified by firms that seek to enhance the social impact of their produc-
tive activities. In this area, the literature quite often highlights the innovative

o
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approach to tackling social needs that is taken by individuals in fostering
business (Grenier 2003), mainly through non-profit organizations, but also
in the for-profit sector (Nicholls 2005).? In this latter case, this idea has
to do, at least partially, with the ‘corporate social responsibility’ debate.
Another stream only uses the concept of social enterprise for organiza-
tions belonging to the third sector and therefore builds on the specificities
of the latter. In such social enterprises, generally of the non-profit or
co-operative type, the social impact on the community is not only a conse-
quence or a side-effect of economic activity, but its motivation in itself.
The previous EMES book, The Emergence of Social Enterprise (Borzaga and
Defourny 2001), paved the way for such a framework and this book relies
on the same ‘building blocks’.

Social enterprises have been defined by the EMES Network as organ-
izations with an explicit aim to benefit the community, initiated by a group
of citizens and in which the material interest of capital investors is subject
to limits. Social enterprises also place a high value on their autofipmy and
on economic risk-taking related to ongoing socio-economic acti

The EMES definition of social enterpr

The EMES definition distinguishes between and, criteria
that are more economic and, on the other, indicatersthat are predom-
inantly social. These indicators, such as be found in the
works published by the Network,? rese below.

To reflect the economic and e eurial dimensions of initia-
tives, four criteria have been d:
a) A continuous activity, producing elling goods and/or services
Social enterprises, some traditional non-profit organiza-

tions, do not norm
of financial
as their maj
product |
a Contin
reason, or
enterprises.
b) A high degree of autonomy

Social enterprises are created by a group of people on the basis
of an autonomous project and they are governed by these people.
They may depend on public subsidies but they are not managed,
directly or indirectly, by public authorities or other organizations
(federations, for-profit private firms, etc.). They have the right to
take up their own position (‘voice’) as well as to terminate their
activity (‘exit’).

; for example, grant-giving foundations)
ity, but they are directly involved in the
ods or the provision of services to people on
basis. The productive activity thus represents the
ne of the main reasons, for the existence of social

o
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9

d)

)

A sgnificant level of economic risk

Those who establish a social enterprise assume — totally or partly
— the risk of the initiative. Unlike most public institutions, their
financial viability depends on the efforts of their members and
workers to secure adequate resources.

A minimum amount of paid work

As in the case of most traditional non-profit organizations, social
enterprises may combine monetary and non-monetary resources,
volunteering and paid workers. However, the activity carried out
in social enterprises requires a minimum level of paid work.

To encapsulate the social dimensions of the initiative, five criteria
have been proposed:

An explicit aim to benefit the community
One of the principal aims of social enterprises is to serve the
community or a specific group of people. In the same, perspec-
tive, a feature of social enterprises is their desire to mote a
sense of social responsibility at local level.
An mmitiative launched by a group of citizens

Social enterprises are the result of collective d

vics involving

leadership — often embodied in a
of leaders — must not be negleeted.

e ultimate decision-making rights

ing te’ capital shares. Moreover, although

ital are important, decision-making rights

are generally sha with the other stakeholders.

A participa @@tu e, which involves the various parties affected by the activity
S iofi aifd participation of users or customers, stake-

many cases, one of the aims of social enterprises is to further
democracy at local level through economic activity.
Limuted profit distribution
Social enterprises not only include organizations that are char-
acterized by a total non-distribution constraint, but also organiza-
tions which — like co-operatives in some countries — may distribute
profits, but only to a limited extent, thus avoiding profit-
maximizing behaviour.

Source: Defourny 2001: 16-18.

o
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It has to be underlined that, rather than constituting prescriptive criteria,
these indicators describe an ‘ideal-type’ that enables researchers to position
themselves within the ‘galaxy’ of social enterprises. Without any norma-
tive perspective, they constitute a tool, somewhat analogous to a compass,
which can help the researchers locate the position of certain entities relative
to one another, and which may enable researchers to establish the bound-
aries of the set of organizations that they will consider as that of social
enterprises.

2 The concept of social enterprise: a bridge between
co-operatives and non-profit organizations

Several concepts have been used to define a set of organizations and initia-
tives that are neither public nor private for-profit ones. It may be said
that two theoretical approaches to the third sector have gradually spread
1nternat10nally, accornpamed by statistical work aiming to quantify its eco-
nomic importance. On the one hand, the ‘non-profit school’
this sector via the statutory ban on the distribution of pr
organizations. On the other hand, the concept of th @
which brmgs together co-operatives, mutual socie ]

economy’,
assoclations
specificity of the
mission of these organizations, namely, their efit either their
members or a larger collectivity rather than generating-profits for investors.
This approach also highlights the presence of ratic decision-making
ithi 1zati revalence of people and labour
. Our approach to the social

enterprise does not seek to supplan ing concepts of the third sector
—such as the concepts of the sac omy, the non-profit sector or the
voluntary sector. Rather, i nded to enhance third sector concepts
by sheddlng light on part % amics within this sector

for building bridges distinct components of the third sector. As
a matter of fact, when appreliending the third sector, two sources of tension
appear to be e@rn d sometimes difficult to overcome. One source
of tension originatés in the gap between enterprises offering their entire
output for sale on‘the market (as do most co-operatives), on the one hand,
and associations whose activities are usually deemed to have a weak eco-
nomic character (such as youth movement activities) and whose resources
are totally ‘non-market’ (grants, subsidies, etc.), or even non-monetary
(volunteering), on the other hand. A second tension arises between mutual
Interest organizations (co-operatives, mutual societies and a large number
of associations) which, at least in principle, aim to serve their members,
and general interest organizations, serving the broader community (such
as organizations combating poverty and exclusion, or those involved in
development co-operation, environmental protection and so on).

o
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These two sources of tension are partly illustrated in Figure 1.1. The
first source of tension is represented by the coexistence of two quite distinct
spheres: the left sphere represents the co-operative tradition (which has
generated a specific literature and schools of thought); the right sphere
represents the tradition of associative initiatives and movements (which
has also inspired numerous sociologists and political scientists and found
particular impetus in North American research works on non-profit organ-
izations). The second source of tension may also be discerned in this figure,
although only partly: it is found within each of the two spheres, where
general interest organizations tend to be located towards the centre,
whereas mutual interest organizations tend to be located either on the left
or on the right of the diagram (although some advocacy non-profit organ-
izations may, of course, be of general interest).

The unifying role of the social enterprise concept resides primarily in
the fact that it generates a mutual attraction between the two spheres. It
accomplishes this by attaching itself to certain organization
sphere; these organizations are then drawn to and incl in a single
group of organizations, because they are, in the last ana
to each other, and whether they choose a co-opera 1e
associative legal form depends primarily on the legalmechanisms provided
by national legislations.

On the one hand, compared to traditi
prises place a higher value on economic
productive activity (in the world of non-
oriented associations are Certainl}%ier t

clated to an ongoing
anizations, production-
cial enterprises than are

CO-OPERATIVES <

NON-PROFIT
ORGANIZATIONS

/
Workers
co-operatives

1

Advocacy
NPOs

1

Social
enterprises

1
1
I
1
1
1
\

\ 1

Production-
oriented NPOs
1

Users
co-operatives
\

Figure 1.1 Social enterprises, at the crossroads of the co-operative and the non-profit
sectors

Source: adapted from Defourny (2001: 22)
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advocacy organizations and grant-making foundations). On the other hand,
in con-trast to many traditional co-operatives, social enterprises may be
seen as more oriented to the whole community and putting more empha-
sis on the dimension of general interest. Moreover, social enterprises are
said to combine different types of stakeholders in their membership, whereas
traditional co-operatives have generally been set up as single-stakeholder
organizations. These contrasting elements, however, should not be over-
estimated: while social enterprises as we have defined them are in some
cases new organizations, which may be regarded as constituting a new sub-
division of the third sector, in other cases, they result from a process at work
in older experiences within the third sector. In other words, it can be said
that the generic term ‘social enterprise’ does not represent a conceptual
break with institutions of the third sector but, rather, a new dynamic within
it — encompassing both newly created organizations and older ones that
have undergone an evolution. Such a dynamic perspective explains why the
landscape of social enterprises can only be suggested by dotted K

Finally, although most social enterprises take the form of
or associations, there is nothing to prevent them from -adop
legal forms. This is even truer in countries that have ds@ completely
separate legal forms for at least some social enterpris as the new
‘community interest company’ legal form in the ingdom. This
explains why the set of social enterprises in m goes beyond
een the latter, it

distribution of profit and the major featares of the-co-operative legal form.
The ‘co-operative society of collec interest’ (société coopérative d’interét
collectif’) in France, the ‘social p pany’ (société a finalité sociale or
vennootschap met sociaal oogmerk) 1
form for ‘social co-operatiy
such lines.

(Borzaga and De
sented an initial attempt to outline a theory of social enterprise: according
to these contributions, an ‘ideal-typical’ social enterprise could be seen as
a ‘multiple-goal, multi-stakeholder and multiple-resource enterprise’. How-
ever, these theorized features remained untested and paved the way for
further research. The main objective of the PERSE? research project, upon
which this book is based, was to explore more deeply such hypotheses and
to further develop a theory of social enterprise through a comparative
analysis of social enterprises in Europe.

o
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More precisely, the research project was articulated around three main
theoretical axes:

1 Social enterprises usually have a complex mixture of goals (Evers 2001).
The first hypothesis put forward in this research project regarding social
enterprises’ mission is that the latter would include at least three different
categories of goals: social goals, connected to the particular mission of social
enterprises to benefit the community; economic goals, related to the entre-
preneurial nature of social enterprises; and socio-political goals, referring to
the fact that social enterprises are often rooted in a ‘sector’ traditionally
involved in socio-political action. This last goal can be analysed in the
wider perspective of ‘producing social capital’, where social capital is under-
stood as referring to ‘features of social organizations such as networks,
norms and trust that facilitate co-ordination and co-operation with mutual
benefit’ (Putnam 1993). Concretely, the pursuit of a ‘social capital goal’
by social enterprises may translate not only into a will to co%operate with
economic, social and political actors through the developmen
networks but also into the implementation of democratic decision-making

@ kers’ participa-
tion, trusting atmosphere, etc.), or in the promotion “of volunteering
izations, the pro-
duction and mobilization of social capital goal§ in themselves and
not only tools/instruments for achieving other objectives (Evers 2001).

put forward: multi-stakeholder o ip (Bachiega and Borzaga 2001)
might be an efficient way for sociz
sion, and the representation
might be a way to combine ious goals of the enterprise, thanks to
the various sensibilities e

orward in this project was that social enter-
inds of market and non-market resources to

and, finally, social enterprises can also rely upon volunteer resources. These
latter resources could be seen as a result of the mobilization of social
capital. According to Laville and Nyssens (2001), social capital is a fully
fledged production factor within social enterprises since it is part of the
production process and it improves it, mainly by reducing the transaction
costs (trust among the agents makes co-ordination easier and increases
their motivation) and by reducing the production costs (by the use of dona-
tions, volunteers and a better involvement of users). By following Polanyi
(1944) and his ‘substantive approach’ to the economy, we argue that social
enterprises combine the economic principles of market, redistribution and

o
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reciprocity and hybridize these three types of economic exchange so that
they work together rather than in isolation from each other.

3 Social enterprises are embedded in the political context. Public policies
in the field of social enterprises are the result of interactions between the
promoters of the latter and representatives of public bodies. We put forward
the hypothesis that this dynamic of institutionalization can lead to the
development of innovative public schemes and at the same time to a move-
ment of ‘isomorphism’ on the part of social enterprises, towards public
organizations or for-profit enterprises.

These core ideas can be examined within the landscape of theories
secking to explain the behaviour and the ‘raisons d’étre’ of third sector
organizations as well as of the (quite limited) existing literature dealing
specifically with social enterprises. Coupled with the EMES criteria dis-
cussed above, our hypotheses propose a theoretical corpus that)is really
specific to social enterprises, although it still needs empirical
precisely, compared to the dominant approach of the rati
enterprises in the US and UK contexts, such hypothes
innovative on four central points.

First, our framework emphasizes the multidime

ode of gover-
¢:/'In Europe, the

an that based solely on the non-

433). This point of view 1s, indeed, r1
1 0 profit distribution, which con-

distribution constraint or the li
stitutes the central feature on
literature has been built (

e also includes this feature by its ‘limited
profit distribution’ criterion, it goes further than that, by incorporating other
nong other aspects, the existence of a collective
dynamic of en r@e eurship involving people belonging to a community
or to a group thathares a well-defined need or aim. This view also con-
trasts with the emphasis put on social entrepreneurship (Dees 2001), ‘which
reflects a shift towards focusing on individuals and away from traditional
emphasis on the community and collective found in community develop-
ment and the co-op movement’ (Grenier 2003: 4). Our approach does not
exclude the possibility for some leader or charismatic entrepreneur to
play a key role in the enterprise, but generally these persons are supported
by a group whose members are responsible for the public benefit mission
of the social enterprise. The EMES definition also stresses the involvement

of different stakeholders in the governance of the organization through
formal channels (membership of the board) or less formal ones. To that

o
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extent, we can argue that our approach to social enterprise remains more
in line with and rooted in the third sector literature, especially that part of
it focusing on community development and the social economy.

A second important point of divergence between our framework of
analysis and most literature on social enterprise is the fact that, in our
approach, the economic dimension does not necessarily mean that the
social enterprise must achieve economic sustainability through a trading
activity. Indeed, even if ‘definitions of social enterprise differ in terms of
the amount of the income that must be generated through trading’ (Haugh
2005: 3), a clear emphasis 1s generally put on the importance of resources
coming from commercial activities, as the D'TT stresses: ‘A social enter-
prise is, first and foremost, a business. That means it is engaged in some
form of trading, but it trades primarily to support a social purpose’ (DTI
2002: 13). On the contrary, our central idea is rather that the financial
viability of the social enterprise depends on the efforts of its members to
secure adequate resources to support the enterprise’s social
these resources can have a hybrid character and come fr
ities, from public subsidies and from voluntary resource
to the mobilization of social capital.

The third point is related to the nature of the dction activity of
the social enterprise. Although this is not explici i
list of criteria, the production of goods an ¢s should, in itself]
constitute (not only indirectly, through th¢ income-it"'generates) a support
for the social mission. In other words, the\nature)of the economic activity
must be connected to the social migsion: if t ission of the social enter-
prise is to create jobs for low-qua eople, the economic activity itself
supports the work integratio e mission of the social enterprise
is to develop social services, ic activity is the delivery of these
social services, and so on
the social enterprise, the
source of income an

ing activity is often considered simply as a
e of the trade does not matter (Dees 1998).

of the mtera veen the organizations and public policies. This
ly been approached through the analysis of organ-
[agg '0 and Powell 1983). From this perspective, the objectives
and practices ‘of organizations are partially shaped by their external
environment, which includes the legal and regulatory framework within
which they operate. Such a perspective fails to take into account a funda-
mental fact that the PERSE research project sought to explain in its
analysis: the relationship between social enterprises and public policies is
not one-sided, and social enterprises are not mere ‘residual’ actors, filling
the gaps left by the market or the state and under the control of public
regulation. Social enterprises actually also influence their institutional
environment, and they have contributed to the development and shaping
of institutions and public policies.

o
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Social enterprises can be said to be located in an intermediate space
(Evers and Laville 2004), at the crossroads of market, public policies and
civil society. Even though the concept of civil society is rather polysemic,
most analysts would probably agree that it refers, today, to actors who
belong to

the arena of uncoerced collective action around shared interests, pur-
poses and values. In theory, its institutional forms are distinct from those
of the state, family and market, though in practice, the boundaries
between state, civil society, family and market are often complex, blurred
and negotiated.

(LSE 2004)

This way of considering social enterprises contrasts with the usual repre-
sentation, emerging from third sector literature, of a ‘residual sector’ facing

shareholders; they receive public support throug
they contribute to shaping; they are embedded in
development of voluntary collective action ar
terized by a public benefit dimension.

4 Work integration social enterprises (WISEs) in
Europe: a wide spectrum
different countries

and the provision of ot public goods or services. However, in order to
eliable empirical base, we have had to focus on a
activity that has allowed meaningful international com-
parisons and statistical analysis. In this perspective, we have chosen the field
of ‘work integration’, which is emblematic of the dynamics of social enter-
prises and constitutes a major sphere of their activity in Europe. The major
objective of ‘work integration social enterprises’ (WISEs) is to help dis-
advantaged unemployed people, who are at risk of permanent exclusion
from the labour market. They integrate them back into work and society, in
general through productive activity.

The persistence of structural unemployment among some groups, the
difficulties traditional active labour market policies face in integrating
them and the need for more active integration policies have naturally

o
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raised questions as to the role that social enterprises can play in combating
unemployment and fostering employment growth. Indeed, although the
rate of employment® varies greatly among European countries (with high
rates of participation in the UK and Nordic countries and the lowest ones
in Spain, Italy and Belgium), all EU countries are characterized by low
rates of employment for some groups, for instance women, non-European
workers, older people and/or low-skilled workers (see Table 1.1). For
example, in all countries except the Nordic countries and Portugal, among
people with at most a lower secondary education, less than one person
out of two is working. Women’s employment rates are very low in Italy
and Spain. Rates of employment of non-European people are low every-
where, even in the Nordic countries.

If we now look at WISEs, they are clearly unevenly distributed
throughout Europe. In some countries (such as Italy), there are thousands
of organizations active in the field of work integration of long-term unem-
ployed and disadvantaged people. In other countries the number of work

heterogeneity — both among countries and within e
ways WISEs function. There are great variations,

schemes supporting them. But WISEs are basic

countries and are thought of as importa
policies.

Table 1.1 Rates of employment in EU courttries (population from 15 to 65 years old) (%)

Country Rate of Rate of Rate of Rate of Rate of
employment — employment — employment — employment — employment

of women of non- of people of people with

European between 50 at most a lower
people and 64 years secondary education
old (population under 60)

Belgium 59.7 51.3 30.4 41.2 42.4

Denmark 76.4 72.6 49.7 67.2 61.9

Finland 69.1 67.0 54.6 60.8 51.1

France 62.9 56.6 43.4 51.6 47.8

Germany  65.4 58.9 51.0 50.4 43.8

Ireland 65.0 55.3 58.5 55.3 48.1

Italy 55.4 42.1 n/a 40.4 46.5

Portugal 68.6 61.1 76.1 59.7 67.9

Spain 58.4 43.8 67.2 47.3 53.7

Sweden 74.0 72.5 49.6 74.0 59.2

UK 71.5 65.1 57.2 62.2 48.6

EU 64.2 55.2 52.6 52.0 50.1

Source: European Social Statistics — Labour force survey results 2002.
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In one of its previous research projects, the EMES Network identified
44 different types of WISE’ (see Appendices 1 and 2 to this chapter). All
these address, through various modes of integration, the problems of long-
term unemployment and occupational inactivity of disadvantaged people
in the labour market. Davister ¢t al. (2004) have identified four main groups,
which they describe as follows.

The first group includes enterprises offering occupational integration
supported by permanent ‘subsidies’. This group includes mostly the oldest
forms of WISE, 1.e. those for the handicapped. These organizations exist
in most European countries and aim to remedy the discrepancy between
the productivity required by the ‘classical’ labour market and the capaci-
ties of the handicapped. Nowadays, these organizations, most of which
are recognized and subsidized by public authorities, offer open-ended work
contracts. Owing to their increasing professionalization, these WISEs
generally mobilize few volunteers, and the share of their resoyrces that

giur) also belong
es of WISE are

to people considered as socially handicapped sh-with no mental or
physical disabilities.

A second group 1s constituted by the t
ent, self-subsidized employment, i.c.
in the medium term, to people who a

es o that provide perman-
jobs, economically sustainable

nted to make up for the lack
ese subsidies are often temporary,

contracts. The pressure to be profitable is, here, generally higher than in
any other type of WISE.

A third, large group comprises the types of WISE that mostly aim to
(re)socialise people through productive activities. We can, for example,
mention centres for adaptation to working life in France, sheltered employ-
ment centres in Spain and social co-operatives in Sweden. These WISEs
target able-bodied workers with serious psycho-social problems or handi-
capped people. They generally do not provide real work but, rather,
sheltered employment, and not a work contract as such (food and, most

o
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often, shelter in exchange for work, for example). Volunteering is significant
and resources from the market are rather limited.

The fourth group — the largest among the WISEs studied — comprises
initiatives offering transitional employment or traineeships. These enter-
prises, even though they all share a common goal — namely, to help workers
in integration find work in the mainstream labour market — are sometimes
very different in the way they implement this goal. For example, Belgian
on-the-job training enterprises offer qualifying training, while French work
Integration enterprises provide a real job, of one year’s duration. These dif-
ferences generate a different mobilization of resources. Some of these
WISEs survive nearly exclusively on subsidies. Conversely, others are prac-
tically independent of any public subsidy. The importance of volunteering
also varies greatly. The handicapped or people with serious social prob-
lems are generally not targeted by these organizations. The main reason
for this 1s that the goal in these WISEs is a relatively quick reintegration
of the workers into the mainstream labour market. Consequently, most
work or traineeship contracts are fixed-term contracts. include in
ry work integra-
tion enterprises (France), intermediate labour market organizations (UK)
emporary work

integration (Denmark).

Finally, it should be mentioned that sev
to classify in any of these four main ecause they implement
simultaneously several modes of integrati example, B-type social
co-operatives in Italy and neighbourhood enterprises in France pursue
several Integration goals for very varied target groups.

‘ ‘- E,/project

QS

Empirical evidence on @s in the EU countries exists, but almost all
ion\is limited to basic quantitative data (number of enter-
prises, of worke yed, of consumers). Unfortunately, very limited
information is-ayailable on the way in which social enterprises operate, on
how they m%i? e and mix productive resources, on their mode of gover-
nance and on“the quality of the jobs provided. To develop our research
questions, 162 WISEs, located in 11 European countries,® were selected.
It was decided to leave aside social enterprises for the disabled, which
pioneered the field in the 1960s, in a majority of European countries. As
a matter of fact, in most cases, these initiatives have been heavily regulated
by public bodies and now constitute a field of their own. However, some
WISEs integrate disabled persons besides other persons who are at risk of
permanent exclusion from the labour market; this kind of organization is
represented in our sample.
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The sampling of work integration social
enterprises for the PERSE project

For the empirical research of the PERSE project, we selected a subset
of 15 work integration social enterprises (WISEs) to be studied in
depth in each country.

Former studies (such as Borzaga and Defourny 2001) have clearly
shown that the field of WISEs is more complex than the ideal-type
of social enterprise depicted by the EMES criteria might suggest.
Given this heterogeneity, the choice of the 15 cases was guided by
the following rationale.

The first criterion was the representativeness of the WISE (even
though it did not fully reflect the EMES criteria) in the whole land-
scape of WISEs of the country. Far from being rooted in statistical
theory, such a representativeness could be linked to the fagt that
WISEs of this type:

* were numerous or were growing in number or al import-
ance;

policies or social actors’ strategies.

f th to the ideal-type
MES criteria, although it

d (st close to the EMES criteria,
distinctive elements, which had

of thé organization, had subsequently

A second criterion was the closenes

but it could also happen tha
been present in the beginni
faded away.

The sample co C his way is not statistically representa-
tive. It includes, on to WISEs typical of each country, some

WISEs that ar 7 ecessarily typical but which appear to be good
examples of the idealtype of social enterprise.

The WISEs in the sample are active in a wide spectrum of activities
(see Table 1.2). Some WISEs produce public goods, 1.e. goods that are
non-rival in consumption (the use of the good by one person does not
prevent its use by others) and non-excludable (there is a technical diffi-
culty in charging individuals for the consumption of the good or the
service). This is a well-known case of market failure, which implies inter-
vention by the state. Therefore, it is not surprising that these WISEs rely,
for their financing, on contracts with public bodies. Eighteen per cent of

o
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Table 1.2 Type of production of WISEs*

Type of production No. of WISEs Percentage of WISEs
Social services 29 19
Recycling 28 18
Services for enterprises 19 12
Personal services 14 9
Gardening and urban regeneration 12 8
Processing industry 10 6
Building industry 9 6
Restaurants and hotels 8 5
Traffic and telecommunication 7 5
Clulture and leisure 7 5
Education 5 3
Commerce 3 2
Placement services 3 2
Agriculture 1 1
Total 155 100
n/a 7

*The data in the tables in this book come from PERSE database if not specified.

the WISEs in the sample are active in recycling dnd 8 per cent in gardening
and urban regeneration (not all the activities-in, this latter sector are public
goods; for example, gardening in a private/house isnot).

Other WISEs produce individual goo r_services, l.e. goods whose
consumption is clearly divisible, sueh’as restaurant or childcare services.
However, we can make a further distinetion, among individual goods and
services, between pure private d quasi-public goods. The latter,
despite their divisible nature o 1is¢ to collective benefits beside the
private benefits; they preduce
the WISE has indiret that affect the whole community.® For
example, childcare services produce private benefits for the child’s parents
ey produce positive impacts on the community
by facilitating f women to the labour market, by fostering social
cohesion in c@ dPareas, and so on. For these reasons, childcare can
be considered a8 a quasi-public good. Some goods or services are also
quasi-public goods as a result of the type of consumers addressed. For
example, a restaurant for needy people which sells its products at low
prices produces a quasi-public good. As a consequence of these external-
ities, market mechanisms cannot produce an optimal level of this kind of
good. This is the rationale behind the public regulation of social services.
Nineteen per cent of WISEs in the sample are active in social services
(childcare, elderly care, second-hand shops for needy people, delivery of
meals, shopping, transport for people with reduced mobility, etc.). Three
per cent of WISEs are active in the education sector and 5 per cent
in the culture and leisure sector (community centres, theatres, recreation
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centres, tourism projects, etc.). Some of these latter services can be consid-
ered as quasi-public goods. Therefore, it can be considered that more or
less one-quarter of WISEs produce quasi-public goods.

The remaining WISEs produce pure private goods. Twelve per cent of
them deliver services to enterprises (subcontracting, industrial cleaning,
developing infrastructure for enterprises, consultancy, etc.). Nine per cent
provide personal services (house cleaning, shopping, etc.) to households.
Unlike social services, these personal services do not produce, at least not
to the same degree, collective benefits. The ‘traffic and telecommunication’
sector includes services such as transport (taxis, bus, etc.) and information
technology services, messaging and radio — 5 per cent of WISEs in the
sample are active in this field. Other sectors are the building industry and
the processing industry (wood, clothing, painting, carpentry, metal, etc.),
restaurants and hotels, commerce, placement services, agriculture. All these
activities can be considered as private goods.

6 Plan of the book

the ration-
the analysis

of almost 1,000 WISE participants. Finally,|the réle of public policies is
at the core of Part IV. In each part, ong or t apters are devoted to
transversal European analysis. These” transversal chapters are illustrated

According to our ‘multiple
analysis of Campi, Defous
the specific objectt

a multiple stakeholders’ hypothesis, the
% Grégoire (Chapter 2) aims to elucidate
Es—pursue and the role the involvement of
m. More specific insights into this twofold
proposed by Hulgérd for Danish social enter-
prises (Chapter-3); by Bucolo for French social enterprises (Chapter 4) and
by Borzaga and Loss for Italy (Chapter 5). As social capital may be seen
not only as a resource, but also as a goal of the social enterprise, Hulgard
and Spear (Chapter 6) analyse its key role for social entrepreneur-
ship. They adopt an institutional perspective, based upon the premise that
social capital must be examined in the context of changing institutional
configurations.

Contributions to Part II analyse how social enterprises mix different
kinds of resources to sustain their multiple goals. Gardin (Chapter 7) invites
the reader to go beyond the approach according to which these enterprises
mobilize only two types of resources: market resources, like any enterprise,
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and non-market resources from the public sector, aimed at making up for
the lack of productivity and the guidance and training needs of their
workers in integration. According to the hypothesis put forward, European
social enterprises use a complex mix of resources based on four types of
economic relations: the market, redistribution, but also the socio-politically
embedded market and reciprocity. More specific analysis of the resource
mix of WISEs is proposed for Irish WISEs by O’Shaughnessy in Chapter
8, for Spanish WISEs by Vidal and Claver in Chapter 9 and, finally, for
Finnish social enterprises by Pittiniemi in Chapter 10.

The major objective of WISEs is to integrate people who are at risk of
permanent exclusion from the labour market back into work, and society
in general, through productive acivity. Therefore, Part III is devoted
to the analysis of the data that have been collected regarding the profiles
and trajectories of 949 disadvantaged workers who entered European
WISEs in 2001. Borzaga and Loss (Chapter 11) examine the profiles of
these workers with a particular focus on their employment experience and
on the channels of entry to the social enterprises. Afterwards, \they iden-

Nogueira in Chapter 12, for Sweden by
Belgium by Nyssens and Platteau in Chapter 1

even though it varies from one co to the other. Part IV is shaped
around the hypothesis that th of institutionalization can lead to
the development of innovati

17) show how public policies in the field of social enterprises are the results
of interactions \between the promoters of the latter and representatives of
public bodies. They also depict the different models of public policies
to support the mission of social enterprises that exist across Europe. In
Chapter 18, Bode, Evers and Schultz analyse the historic dynamic between
social enterprises and public policies in Germany.

In the concluding chapter (Chapter 19), Nyssens draws lessons regarding
the core hypotheses of the research and tries to develop some guidelines
that might be useful to policy makers beyond the wide variety of contexts
which always have an important influence on the way social enterprises
can emerge and grow across Europe.
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Review questions

*  Why could one say that social enterprise, as defined by the EMES
network, could be seen as a bridge between co-operatives and
non-profit organizations?

e How does the ideal-type of a ‘multiple goals—multiple resources’
social enterprise differ from the image of social enterprise viewed
as a business with a social aim?

* |dentify some work integration social enterprises in your country and
classify them according to the typology suggested in Section 4 of
Chapter 1.

Appendix 1 Modes of integration in WISEs*

TRANSITIONAL EMPLOYMENT SUPPORTED BY SHORT-TERM SUBSIDIES

¥
i

MWOC OUmMOZPZ—T' Irmyw —AZmMZ>ZTIMT

SH,
E%
SW, SE, BV

ETA,

TKiin BW,
MSJOY,,

<H4=—<—-4H0O>» M<——0CUOITUT IHCOIJIIH ZO——>N—-r>»>—-000n

JOBS SUPPORTED BY LONG-TERM SUBSIDIES

Source: adapted from Davister et al. (2004).
* See Appendix 2 for legend. ** Sometimes supported by short-term subsidies.
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Appendix 2 The 44 categories of WISEs and their
abbreviations

The categories of WISEs are first mentioned in the language of the
concerned country and then in English.

Belgium

EI,
ETA,

EFT,

Denmark

LV,

BV,

Finland

STO,
VO,

TKﬁl’l

MSJOY,,

France

CAVA,

EI,
Al

RQ,
ETTI,

entreprises d’insertion (integration enterprises)

entreprises de travail adapté (adapted (or sheltered) work enter-
prises)

entreprises de formation par le travail (on-the-job training enter-
prises)

entreprises sociales d’insertion non reconnues (work integration
social enterprises not accredited by public authorities)

sociale werkplaatsen (social workshops)

invoegbedrijven (integration enterprises)

beschutte werkplaatsen (sheltered workshops)
arbeidszorgcentra (work care centres)

lokalt orienterede sociale virkso albyder uddannelse
og midlertidig beskeftigelse (locdl community enterprises offer-
ing traineeship and temporary tegration)

beskyttede verksteder (sheltered workshops)

HOSY Q (labour co-operatives)
Vajaakuntoit uskunta (co-operative social firms for dis-

centres d’adaptation a la vie active (centres for adaptation to
working life)

entreprises d’insertion (work integration enterprises)
associations intermédiaires (intermediate voluntary organiza-
tions)

régies de quartier (neighbourhood enterprises)

entreprises de travail temporaire d’insertion (temporary work
Integration enterprises)

o
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GEIQ, groupements d’employeurs pour l'insertion et la qualification
(employers’ organizations for work integration and training)

EIN; entreprises insérantes (long-term work integration enterprises)

Germany

SBG, soziale Betriebe und Genossenschaften (social firms and co-
operatives)

KB, kommunale Beschiftigungsgesellschaften (municipally owned

social enterprises)
BW, Beschiftigungsgesellschaften von Wohlfahrtsverbinden (social
enterprises organized by welfare organizations)
BLUI,  Beschiftigungsgesellschaften von lokalen, unabhéngigen Initia-
k tiven (social enterprises organized by independent local initia-

tives)
Ireland
SE,, sheltered employment
LD,, local development work integration social e t@r'ses

egration social

SEW,, Social Economy (National Programme) i
enterprises

Italy

COSO,  co-operative sociali di tipo b {B-type—social co-operatives)

Portugal

EL,

EP,

Spain

CEE,

GO,

ONCE,
(ONCE) (enterprises of the Spanish National Organisation for
the Blind)

EIL empresas de insercion (social integration enterprises (for people
at risk of social exclusion))

Sweden

SK,, sociala arbetskooperativ or socialkooperativ (social co-operatives)

SH,, Sambhall (Samhall network of sheltered workshops)

GF,, grannskapsforetag (community enterprises)

o
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United Kingdom

WCO,,  worker co-operatives
CB,, community businesses
SF social firms

ILMO,, intermediate labour market organizations

R Remploy (large quasi-state enterprise)

VO, voluntary organization with a work integration objective
Source: adapted from Davister et al. (2004)

Notes

1

10

Since the early 1980s, however, Ashoka, an organization founded by B. Drayton,
had supported individual entrepreneurs with a social mission who were called
‘social entrepreneurs’.

See also the definition of social enterprise by the Harvard Business School,
http://www.hbs.edu/socialenterprise/whatis.html.

The first works by EMES were published in 1999 but this criteria had
already been identified in the interim reports (EMES Netwo and 1998)
which were used by the OECD (1999).

PERSE is the acronym for the name of the projeet’in French; a translation of
ormance of Social

the project’s full name would be: “The Socio-Eco
Enterprises in the Field of Integration by ’ § research project was

carried out from September 2001 to Marc e-project was undertaken
within the framework of the ‘Key Action Improving the Socio-economic
Knowledge Base’ programme of the Europea mission (Research DG, Fifth
Framework Programme).
We chose the rate of employment

indicator of the degree of underem-
ployment in European countyies, as\the tate of unemployment is very sensitive
to institutional factors that n a 16t among countries (for instance, some
groups in identical situations may bé ¢onsidered on or out of the labour market,
depending on nationa ative rules).

This project, entitled S and carried out in collaboration with the
European federatio P and ENSIE, had a mainly descriptive objective:
it aimed to list a

financing o zations,-target groups, types of professional training, etc. — of
i her states of the European Union. The results of this work

in the EMES Working Papers Series (www.emes.net).

rk, Finland, France, Germany, Ireland, Italy, Portugal, Spain,

Sweden and the UK.

Externalities arise when the actions of certain agents have an impact — be it

positive or negative — on the well-being of other agents not regulated by the

price system. Externalities are collective in nature when they concern the

community as a whole, for example when they involve social cohesion, public

health or local development.

Extensive country reports are available in the EMES Working Papers Series, EMES

European Research Network: see www.emes.net.
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