Second EMES International Conference on Socialrange
University of Trento, Italy, July, 1-4, 2009

Conceptions of Social Enterprise and Social Entrepreneurship
in Europe and the United States:

Convergences and Diver gences
Jacques Defourny* and M arthe Nyssens”

Introduction

Whereas a dozen years ago the concepts of "sotipeise”, "social entrepreneurship”
and "social entrepreneur" were rarely discusse@y tAre now making amazing
breakthroughs on both sides of the Atlantic, esplgcin EU countries and the United
States. They are also attracting increasing intémesther regions, such as Eastern Asia
(especially South Korea, Japan and Taiwan) anchl&atierica.

In Europe, the concept of social enterprise masléirgt appearance in 1990, at the very
heart of the third sector, following an impetus gbhiwas first an Italian one and was
closely linked with the co-operative movement. 891, the Italian parliament adopted a
law creating a specific legal form for "social cpevatives” and the latter went on to
experience an extraordinary growth. In the Unitettes, the concepts of social
entrepreneur and social enterprise also met witlerg positive response in the early
1990s. In 1993, for instance, the Harvard Busin8s&iool launched the "Social

Enterprise Initiative", one of the milestones o theriod.

Since this early period, the debate has expande@rious types of institutions. Major
universities have developed research and trainnogrammes. International research
networks have been set up, like the EMES Europeese&ch Network, which has
gathered, since 1996, research centres from maositroes of the EU-15, and the Social
Enterprise Knowledge Network (SEKN), which was fednin 2001 by leading Latin-
American business schools and the Harvard Busi@elesol. Various foundations have
set up training and support programmes for soaiérprises or social entrepreneurs.
Various European countries have passed new lapiotnote social enterprises.

However, what is striking is the fact that the debaon both sides of the Atlantic took
place in parallel trajectories, with very few cootens between them, until the years
2004-5° From a scientific point of view, the first bridgegre built by Nicholls (2006),
Mair, Robinson and Hockerts (2006) as well as Sigyand Hjorth (2006). Kerlin (2006)
also made an interesting attempt to compare theeparof social enterprise in the US
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and in Europe, and discussions began to develdmnaibhe newly created, world-wide
University Network for Social Entrepreneursflipn this context, the objective of the
present paper is to deepen this debate and ta lbetéyse the three terminological flags
of "social enterprise”, "social entrepreneurshipd dsocial entrepreneur” as embodied in
their respective European and US contexts, asasgdlhe distinct developments they now
tend to experience. The paper is structured asvisll in the first part, we describe and
compare the European and US historical landscapekich those concepts took root. In
the second part, we carefully analyze how the warioonceptualizations in this field
evolved and are still developing on both sidedefAtlantic. This analysis paves the way
for the third part, in which we highlight the copteal convergences and divergences

among regions as well as within the US and Eurojeahscapes.
1. Backgrounds of the debate
1.1. The European context

In most Western European countries, third sectgamizations - such as non-profit
organizations, co-operatives and mutual societiesre already playing a significant role
well before the Second World War. Their importabeeame greater in the 1950s, with
some emblematic initiatives set up to combat hapsind poverty problentsMany of
these organizations were inspired by a (Christtdayitable tradition, but another stream
of inspiration stressed participation and mutua principles. In the late 1960s and
1970s, the quest for more democracy and equalig ispheres of life led to a blooming
of civil society movements addressing major sotistues, both through advocacy and
provision of services.

In the late 1970s—early 1980s, the persistencetrattaral unemployment in many

European countries, the need to reduce state bulidieits and to keep them at low
level, the difficulties encountered by traditiorsacial policies and the need for more
active integration policies raised the questiorhoWv far the third sector could help to
meet these challenges and perhaps take over frdsfic pauthorities in some areas.
However, social actors, such as social workers agsciative militants, were facing a
lack of adequate public policy schemes to tackéeiticreasing exclusion of some groups
(such as long-term unemployed people, low-qualifigglople, people with social

problems, etc.) from the labour market or more gahefrom society. In such an overall

context, the answers given to these emerging cigdle by each country varied
according to the specificities of the different &ean modelS.

* Scientific meetings gathering North-American angtdpean researchers in the field of social enteepri
and social entrepreneurship also took place atStwl Centre for Social Entrepreneurship, as wesll a
during the annual Skoll World Forum for Social Emreneurship in Oxford. Joint EMES-ISTR European
Conferences in 2005 and 2008 proved to be fruiuents as well. The International Social
Entrepreneurship Research Conference (ISERC) semigish have been organized since 2005, aim to
gather researchers, mainly from business schaothgifield of social entrepreneurship.

> In France, Abbot Pierre and his Emmaiis movemegarhe famous and developed internationally. In
Belgium, Father D. Pire, a Dominican monk, was adrthe Nobel Peace Prize in 1958 for his numerous
initiatives in favour of the neediest, especialfugees. In Spain, the first enterprises of whauldo
become the huge Mondragon co-operative complex feeneded in the early 1950s to rebuild economic
activities meeting the needs of and controlledHgyBasque community itself.

® Defourny et al. (1998); Spear et al. (2001); Npss@006).



The Bismarckian countries

In the countries with a Bismarckian tradition — ahni according to the Esping-Andersen
typology, can also be referred to as the countvedenging to the "corporatist” group —
(namely Belgium, France, Germany, and Irefnititermediate bodies play an important
role in the management of social insurance angtbeision of social services (Esping-
Andersen 1999). Indeed, these countries are cleaizad by a significant presence of
non-profit private organizations, mainly financemdaegulated by public bodies, in the
field of social services (Salamon et. al 2004).

During the 1980s, public bodies, faced with higtesaof unemployment and a crisis in
public finances, stopped relying exclusively ongpaes labour market policies based on a
system of allocation of cash benefits to the uneygd and developed active labour
policies, which aimed to integrate the unemployatb ithe labour market through
professional training programmes, job subsidy pognes, etc. Within this field of
active labour market policies, we can spot a ldsgeond labour market programme”,
offering intermediate forms of employment, betwesmployment policies and social
policies. Such a programme was based on the oligervhat, on the one hand, a number
of unsatisfied social needs existed and, on therdtand, a large number of people were
unemployed. These programmes thus tried to enceursgcreation of new jobs in areas
where they could satisfy social needs, as a medibf creating jobs for unemployed
persons and curbing mainstream social spending.

In a context of lasting collaboration between ttegesand non-profit organizations in the
provision of social services, public bodies heaviblied on associations for the
implementation of this "second labour market progre”. Indeed, some associations
were pioneers in promoting the integration of unkygd persons through a productive
activity. It could even be considered that thesengering associations actually
implemented active labour market policies before thtter came into institutional

existence. With the institutionalisation of the @ed labour market programme,
associations have increasingly constituted a toolits implementation. This kind of

public scheme fostered the trend toward a moreyatoge role of and entrepreneurial
dynamics within the non-profit sector.

In countries such as France and Belgium, thesendigsawere explicitly located inside
the third sector, which was referred to as theigd@ronomy" économie socia)eor the
"solidarity economy" économie solidaire In these countries, the existence of a third
sector — alongside the public and the private fofipsectors — was recognized and
influenced the perception of these new "associaljugamics”. The influence has been
reciprocal; the emergence of associations activthénintegration of people excluded
from the labour market — associations whose offi@aognition was in some respects
made easier by the existence of a social econowctgrse often in turn brought new life
into this sector.

" The inclusion of Ireland in this first group magesn rather odd. However, Ireland has one of theesig
shares of employment in the non-profit sector, Hred latter relies heavily on public funding. Actyal
some research has shown that Ireland is a bordestise between the "liberal" and the "corporasitdte
(Hicks and Kenworthy 2003).



The Nordic countries

In the Nordic countries, which are characterised tbg highest level of welfare
expenditures in Europe and correspond to the "sa@enocratic” group of Esping-
Andersen's typology, welfare has mainly been detideby the state. In these countries,
associations are traditionally either involved uitgre and leisure activities, or they have
an advocacy role; they do not usually play a rdiesacial service providers. These
countries also have a tradition of a co-operativsement, with, inter alia, workers or
farmers cooperatives (Hulgard, 2004). In the 1989sa context characterized by the
emergence of new challenges, new dynamics emergeddis cooperative sector. In
Sweden, the first new worker co-operatives wergaiteid in the wake of the psychiatric
care reform of 1989 (that phased out large closed-@ment mental health institutions)
by actors within the field of mental care: careso@nel, patients and ex-patients (Stryjan,
2004). As the expansion of the Swedish public claitd sector slowed down during the
1980s, parent cooperatives experienced a rapidtgromwthe framework of a search for
new pedagogical models (Pestoff, 2004).

In these countries, there is traditionally a dmsdf tasks between the state, the business
community, and civil society (Stryjan, 2006). Theliare state is expected to deliver
welfare, the business sector ensures the prodyd¢heraccumulation, and the creation of
jobs, and civil society focuses on the articulatbrinterests and the shaping of the broad
societal agenda. With the emergence of these newsfof cooperatives, a new actor,
which had traditionally been identified as parttbé& business sector, appeared in the
landscape of the production of welfare.

The UK

The UK is traditionally viewed as emblematic of tfeeral model. In this configuration,

a lower level of government social spending is eisded with a relatively large
voluntary sector relying mostly on private resogr¢®alamon et al.2004). In this model,
charities, relying on voluntary resources, are seekey actors to solve market and state
failures. The situation in the UK, though, couldhex be described as "mixed": indeed,
the experience of the two World Wars led nationdblig authorities to develop various
social programs with universal coverage, in themgaork of which charities were
supported through public subsidies (Lewis, 1999).

This landscape was challenged in the 1970s ands1Bg80a new public management
approach that stressed quasi-market mechanismsic@ase efficiency in service
provision. According to Le Grand (1991), a quasike& implies a split between the
functions of financing and providing, which weraditionally ensured, in the field of
social services, by the state. Within a quasi-ntaritee state still contributes to the
financing and the regulation of the service butvmion is open to all kinds of
organisations: public sector, third sector anddafit sector providers compete on the
market. The UK community care reform of the ea®®Qs was emblematic of this trend;
it was hoped that this reform of public policies ulb allow reducing public sector
bureaucracy and would lead to the adoption of tiseigline and rigor of the market
place (Netten et al., 2004). A new role was assigndocal authorities which then had to



exercise their purchasing power through contraatunigthe provision to the "independent
sector". The focus was put on private providerghieg for-profit or voluntary firms.

In this context, the types of relationships betwtenstate and the voluntary sector were
at stake. It seems that what was challenged washedevel of social expenditures but
rather the instruments through which the governmenpported third sector
organizations: public money took the form of coatsaand third-party payments instead
of grants.

The Southern countries

In Southern countries, like Spain, Italy or Portugeelfare spending in general is lower
and the provision of social services financed lgydtate, in particular, is underdeveloped.
Families are considered as the key actor in welfavision. Historically, Church-
related charitable organizations have also playextraral role as providers of social
services in these countries, but this respongibiigs been controlled or limited by the
state in the 20 century, especially during the fascist period,oder to control civil
society. This explains why, in ltaly, for exampie,the 1970s, non-profit organisations
were relatively few, and they were merely confintedadvocacy activities (Borzaga,
2004). Countries as Spain and ltaly are also ckeviaed by a strong co-operative
tradition.

In this context, it is not surprising that in thegd 1980s, new co-operative initiatives
emerged in Italy to respond to unmet needs, edpetiathe field of work integration -
as some groups were increasingly excluded fromiagheur market - as well as in the
field of personal services - in a context of rapging of the population and changes in
family structures. In contrast to traditional coeogitives, that were primarily oriented
toward members’ interests, these initiatives wegeving a broader community and
putting greater emphasis on the dimension of gématerest. They also differed from
traditional co-operatives in that they often conddirdifferent types of stakeholders in
their membership (paid workers, volunteers andrathpporting members, etc.), whereas
traditional co-operatives are usually single-staitéér organizations.

Although it may have been used elsewhere previptisé/concept of "social enterprise”
as such seems to have first appeared in this ggumkrere it was promoted through a
journal launched in 1990 and entitledpresa socialeThe concept was introduced the
time to designate these pioneering initiativeswbich the Italian Parliament created the
legal form of "social co-operative" one year later.

To sum up, we could say that in most Western Ewopeountries, third sector
organizations - such as non-profit organizatiorsspperatives and mutual societies -
have always played a significant role in the priovisof welfare, even though their links
with public bodies vary according to the type oflfaee state. In the 1970s and 1980s
(two decades marked by a structural crisis of Eeaopsocio-economic models), new
associative and co-operative entrepreneurship dipsaemerged to meet social needs left
unmet by the market and the state. Most of theganizations were also supported by
public funding, in a context characterized by ang®in the forms of public funding
rather than in the volume of this funding.

1.2. A brief overview of the US context



When looking at the US historical context, whastisking is the diversity of terms which
have been used since the early 1980s to descréberttrepreneurial behaviours with
social aims that developed in the country, mainityww the non-profit sector: "non-profit
venture", "non-profit entrepreneurship”, "sociaklypase endeavour”, "social innovation”,
"social-purpose business”, "community wealth emtsep, "public entrepreneurship”,...
Around the years 1993-5, most of those terms watdrprelation with - and paved the
way for - the concepts of "social entrepreneurshipbcial entrepreneurs” and "social
enterprise”, which are now dominating the US laags€ But let us first focus, as we did
for Europe, on some elements of history, in ordeuriderstand the background of those

further developments.

Dees and Anderson (2006) propose a typology treatord the diversity of the terms
used until the early 1990s, may help to distingivst major schools of thought, rooted
in the different types of initiatives of this eageriod. Although it is far from perfect,
such a distinction will allow us to better pointtaivergences and convergences between
the US and the European scene.

The first and still dominant school of thought atigl entrepreneurship refers to the use
of commercial activities by non-profit organizatsom support of their mission. As
summarized by Kerlin (2006), although such a bahavcan be traced back to the very
foundation of the US, when community or religiounups were selling homemade
goods or holding bazaars to supplement voluntangations, it gained a particular
importance in the specific context of the late 19@0d 1980s. Indeed, when the federal
government launched the Great Society programBeri®60s, a significant share of the
huge funds invested in education, health care, camityn development and poverty
programs was channelled through nonprofits opegatinthese areas, instead of being
managed by an enlarged public bureaucracy. Suttatagy of course strongly supported
the expansion of existing nonprofits as well asdfeation of many new ones. However,
the downturn in the economy in the late 1970s ledwvelfare retrenchment and to
important cutbacks in federal funding (Salamon,7)9®8lonprofits then began to expand
their commercial activities to fill the gap in thdéudget through the sale of goods or
services not directly related to their mission. itgpof this early stage was the creation,
in 1980, of New Ventures, the most prominent of ¢bhasulting firms that emerged then
to offer their services to nonprofits interestedexploring business ventures. Skloot
(1983, 1987), one of the firm's key founders, mangortant contributions to the
analysis of commercial activities that were "rethbut not customary to the (non-profit)
organization" and that could help diversify its dimy bas€. Among social scientists,
Crimmings and Kiel (1983) may have been the firebvsystematically surveyed such
practices and analysed their factors of success.

Based on a broader vision of entrepreneurshipsécend major school of thought had B.
Drayton and Ashoka, the organization he foundetl980, as its primary driving forces.
The mission of Ashoka was (and still is) "to finddasupport outstanding individuals

8 According to Nicholls (2006), the term “social rmireneur” had already been used by two or three
authors in the 1970s, but in very specific contexts with quite different meanings.

® Skloot (1987, p. 381) as quoted by Dees and Aoade(@006), who also list a few other early authors
addressing the same nonprofits’ quest for earnemhie.



with pattern setting ideas for social chanife'Muhammad Yunus, founder of the

Grameen Bank, a famous microfinance institutiorgeted at poor rural women in

Bangladesh, has been presented, in this vein, asnmdiematic social entrepreneur.
Ashoka focuses on the profiles of very specificivittlials, first referred to as public

entrepreneurs, able to bring about social innowaithovarious fields, rather than on the
forms of organisation they might set up. In a samitein, Drucker (1985) developed the
concept of "public service entrepreneur”, suggegstitat entrepreneurship could happen
in any sphere.

But emphasising these two major schools of thosgbuld not lead us to overlook major
contributions which do not fall clearly into onetbie other. This is for example the case
of the pioneering work of Young (1983, 1986), wioonghow had a foot in both schools.
Indeed, as the first school, he developed his aiglfpr the non-profit sector, but he
offered a much broader and deeper conception obmmneurship. Like the second
school, he particularly focused, along the classicak of Schumpeter (1934), on (non-
profit) entrepreneurs whom he described as "theovators who found new
organizations, develop and implement new programasraethods, organize and expand
new services, and redirect the activities of faligiorganizations” (Young, 1986: 162).

1.3. A first EU-US compar ative per spective

Among common features on both sides of the Atlantie first note that the field
developments and conceptual debates about newpsstigirial behaviours driven by a
primary social purpose mainly took place within then-profit sector. However, the
cooperative tradition also played a significanerol several European countries, while
foundations were important actors in the US. It ttars be asserted that the third sector
as a whole was the matrix from which new practiaed concepts emerged throughout
the 19808

It is also clear that changes in public fundingtd third sector played an important role
in shaping new attitudes and strategies, but tisncon general trend should not mask
differences which proved important for subsequemiceptual evolutions. The US scene
was first marked by shortcuts in public grants anr a longer period, by the fact that
the share of public support in many subsectorsedsed, while the share of commercial
income increased significantly (Kerlin, 2006). Inegtern Europe, it was the forms -
rather than the volume or the share - of publicding that were transformed: second
labour market programs provided new support fangior retraining unemployed people
in non-profit organisations, while the developmehfjuasi-markets fostered contractual
relations with public authorities in a more comped environment.

The first US school of thought, which set the grdsifor conceptions of social enterprise
mainly defined by earned-income strategies, anaaan approaches of entrepreneurial
initiatives relying on a combination of various &gof market and non market resources,
which always varied according to the needs to llremsed? as well as to local contexts,

% brayton and MacDonald (1993:1).

1 Some US for-profit companies interested in delighuman social services also took part in theatieb
especially through the "Alpha Center ", created986.

2'In most European countries, for instance, sheitamerkshops usually got and still receive public
subsidies according to the degree of handicapeoiibrkers they employed.



may be considered as resulting, at least to sottemgxXrom this differentiated evolution.
This point will be re-emphasized later on, buthbsld be considered from now as a
cornerstone to understand a good deal of concegivatgences between both sides of
the Atlantic.

At this stage, it also appears that the seconddb8dd of thought, through its insistence
on innovation and new answers to social needseraitiet by the public sector nor by the
for-profit sector, was closer to European trendshtthe first school was, and this is even
truer of Young's approach. Within this last overaetinvergence of European and US
developments, it should be noted, however, thdecdole forms of entrepreneurship,
with participatory dynamics, were central in Eurpopehile individual profiles of
entrepreneurs were often sought in the US. Moreawdike the European debates, the
second American school, led by Ashoka, put a pdeicemphasis on the scale of social
innovation; this was not an explicit key concerreEld countries. As a matter of fact, the
scale of innovation did not have the same plaadisoourses but, as we will see later, a
large number of field experiments cowd postbe qualified as path-breaking or pattern-
setting undertakings, as they led European goventsrte pass new laws and to launch
new programs to promote their replication.

2. Towardsa conceptualization of social enterprise and social entrepreneurship

Although field initiatives, along the former decal&ends, continued to blossom across
Europe in the first half of the 1990s, with Italigoncial cooperatives as an inspiring
model, the concept of social enterprise as sucmdideally spread during those years.
However, various driving forces could be observéictv paved the way for an increased
explicit reference to social enterprise. In seveaintries, new forms of work integration

enterprises were set up outside any legal framewtrky were sometimes even

completely illegal. In this field and in others de.care), such organisations built
platforms and federative bodies to advocate foetéeb recognition of their specificities.

The need for more professional skills and for meffective management methods also
drove non-profits to adopt some more businessdigbaviours. As a result of these
evolutions, laws were passed to promote new legaind, better suited to social

enterprises, and public schemes (sometimes assdd¢@new legal forms) were designed
to target more specifically work integration socaiterprises (Defourny & Nyssens,

2008). In the academic sphere, major analyticabreffwere undertaken, both at the
conceptual and empirical levels, especially by BMES European Research Network;
European developments will be analysed in sectibnahd 2.2.

We will then see, in section 2.3., how the US scalse experienced, during the same
decade, major advances for social entrepreneuesidpsocial enterprises, in concrete
terms as well as from an analytical point of viég.in the previous decades, evolutions
on both sides of the Atlantic took place in ratiparallel trajectories, with very few
connections between them, at least until the &400s.

2.1. European policies promoting social enterprise
New legal forms




The Italian law adopted in 1991 distinguishes betwivo types of social co-operative:
those delivering social, health and educationaVices, called "A-type social co-
operatives" ¢ooperative sociali di tipo Ja and those providing work integration for
disadvantaged people, referred to as "B-type scoorperatives"qooperative sociali di
tipo b).

Other European countries also introduced, in theorse part of the 1990s, new legal
forms reflecting the entrepreneurial approach agtbfly an increasing number of "not-
for-profit" organizations, even though the term'sdcial enterprise” was not always used
as such in the legislation.

In France, Portugal, Spain and Greece, these ngaV ferms were of the co-operative
type. The Portuguese "social solidarity co-opeedtifcooperativa de solidariedade
social) legal form was created in 1997. This type of petative provides services with
an objective to foster the integration of vulneeagtoups, such as children, people with
disabilities and socially disadvantaged familied aommunitiesin Spain, a national law
created the label of "social initiative co-operaticooperativa de iniciativa socipin
1999; any type of co-operative providing socialvems or developing an economic
activity aiming at the work integration of sociakxcluded persons can use this label.
Twelve autonomous regions have since developed tvem legislation linked to this
national law. In Greece, the status of "limitedbiily social co-operative"Koinonikos
Syneterismos Periorismenis Eufthinior KoiSPE) was designed in 1999 for
organizations targeting very specific groups ofivicthals with psycho-social disabilities
and aiming at the socio-professional integrationttod latter through a productive
activity. A French law, passed in 2002, defines thellective interest co-operative
society" gociété coopérative d'intérét collectiir SCIC). This new form of co-operative
undertaking brings together employees, users, w@us, local and regional authorities
and any other partner wishing to work together givan local development project.

In Belgium, the "social purpose compangd¢iété a finalité socialeor SFS, in French;
vennootschap zonder winstoogmeok VSO, in Dutch) legal framework, introduced in
1996, does not focus on the sole co-operativetioadialthough it is often combined with
the latter. More precisely, this framework is rgitjctly speaking, a new legal form, as all
types of business corporations can adopt the "spaigpose company” label, provided
they define an explicit social aim and that thege"aot dedicated to the enrichment of
their members*? This type of "legal brand", which crosses the ltaries of legal forms
and can be adopted by various types of organizgtioh only co-operatives and non-
profit organizations, but also investor-owned oigations, for instance), is also the
approach adopted by the Italian law on social gnts (mpresa socialg which was
voted in 2005.Indeed, the impressive development of social coaipes” has not
prevented other types of Italian organizations frdeveloping social entrepreneurial
activities. According to the law on social entespriany enterprise can obtain the "legal

13 A book entitledDévelopper I'entreprise socialéDefourny, 1994) seems to have first introduceel th
notion of social enterprise in French-speaking argi While it surveyed existing non-profit and
cooperative initiatives focusing on work integratim Belgium, France and Italy, it also paved thaeywn
Belgium for new forms of "work integration enteiges" which have all subsequently adopted this new
label of "social purpose company"” in the Southert pf the country.

1n 2005, there were more than 7,300 social coatpes in Italy; they employed some 244,000 workers



brand" of social enterprise, provided that it coegpith the non-distribution constraint
and organizes the representation of certain caegof stakeholders, including workers
and beneficiaries. The law on social enterprisatifles a wide - although well defined —
range of activities considered as fields of "soaidlity” in which such an enterprise can
operate: welfare services, work integration, enwinental services, health, education...

In France, Belgium and lItaly, these legal innovaidave met, up to now, with little
success. This may be explained by the fact that tneolve a considerable number of
requirements which add to those associated withtimaal legal forms, without bringing
a real value added for the concerned organizatianSrance and Belgium, the notion of
social enterprise itself - unlike the concepts otial economy or solidarity-based
economy, which have inspired coalitions of actorstiie last twenty years, from both the
world of associations and that of co-operativesl, which are increasingly characterised
by a social entrepreneurial approach - is far fl@wing achieved general recognition.

In the UK, several umbrella organizations bringiogether social enterprises and social
entrepreneurs - such as the Community Action Neékw®ocial Enterprise London, or the
Social Enterprise Coalition (Nyssens and KerlinD0- were established in the late
1990s and early 2000s. In 2002, there was a suacsgieration of the debate regarding
social enterprise when the UK government definaglas@nterprises, more than a decade
after Italy gave the first impetus to the concegs, "businesses with primarily social
objectives whose surpluses are principally reireg$or that purpose in the business or
in the community, rather than being driven by theedh to maximize profit for
shareholders and owners” (DTl 2002). A Social Emise Unit was created in the
Department of Trade and IndustryDifferent tools have been implemented to foster
social enterprises’ development, such as traininggrams or support to umbrella
structures. A new legal form, the "Community Insgr&Company” (CIC), was also
approved by the British Parliament in 2004. TheO@tB community interest company
was created less than two years after the impleatientof this legal form.

Public schemes targeting work integration socidkgprises: advantages and risks

Social enterprises may be active in a wide specwotiactivities, as the "social purpose”
they pursue may refer to many different fields. loer, in the 1990s, one major type of
social enterprise was clearly dominant across Eyropmely "work integration social

enterprises” (WISEs). The main objective of wortegration social enterprises is to help
low qualified unemployed people, who are at riskpefmanent exclusion from the labour
market. WISEs integrate these people into worksoulety through a productive activity

(Nyssens, 2006).

In many countries, beside the creation of new légahs or frameworks, the 1990s have
seen the development of specific public programgetang this field of work
integration*® This has even led, in several cases, to the contaocial enterprise being

5 |n 2006, the Unit was transferred to the Cabinicey where it is now linked with government
responsibilities for the voluntary sector withirethrhird Sector Office".

16 A specific legal form is sometimes imposed on aigations to be eligible for those public prograins.
other cases, this is not the case. Examples ofgplidgrams at the national level include thosergrting
integration enterpriseseinpresas de insercfian Portugal, integration enterprises and interiaugd
associationsgntreprises d’'insertiomndassociations intermédiairesespectively) in France, as well as the

10



systematically associated with such employmentticreanitiatives. The Finnish Act on
Social Enterprise, passed in 2003, is emblematguoh a trend, as it reserves this term
to the field of work integration. According to th#sct, a social enterprise, whatever its
legal status, is a market-oriented enterprise edeftr employing people with disabilities
or long-term unemployed. In 2006, Poland passedcion Social Co-operatives, which
are also specifically intended for the work integma of particular needy groups (such as
ex-convicts, long-term unemployed, disabled persandg former alcohol or drug
addicts). Generally speaking, it may be assertet WISEs have increasingly
represented a tool for implementing active labowarkat policies. In the Bismarckian
countries, in particular, they have really beconieamveyor belt" of such policies.

2.2. The EMES approach of social enterprise

As soon as 1996, i.e. before most of the publidcesd we have just listed were
launched, a major research program funded by theogean Commission was
undertaken by a group of scholars coming from Blllilember states. Named the EMES
European Research Netwdrkthat group first devoted itself to the definitioha set of
criteria to identify organizations likely to be k=l "social enterprises” in each of the
fifteen countries forming the EU by that time. Swachket of criteria was to be considered
as a "working hypothesis”, not necessarily encosipgsthe whole reality of social
enterprises, but as it turned out, this initial skindicators proved to be a fairly robust
and reliable conceptual framework.

To its merits, the EMES approach derives from estten dialogue among several
disciplines (economics, sociology, political scierand management) as well as among
the various national traditions and sensitivitieeesent in the European Union.
Moreover, guided by a project that was both thecaknd empirical, it preferred from
the outset the identification and clarification inflicators over a concise and elegant
definition.

Most importantly, such indicators were never inthdo represent the set of conditions
that an organization should meet to qualify as aiatoenterprise. Rather than
constituting prescriptive criteria, they describbe"aleal-type" in Weber’'s terms, i.e. an
abstract construction that enables researchersditign themselves within the "galaxy”
of social enterprises. In other words, they couasita tool, somewhat analogous to a
compass, which helps the researchers locate thiomosf the observed entities relative
to one another and eventually identify subsetsoofad enterprises they want to study
more deeply.

Social Economy Program in Ireland. In Germany, "Eyyment enterprises"”
(Beschaftigungsgesellschafjemere founded through a partnership between muaities, traditional non-
profits, and local trade unions. At the regionalele there are public programs focusing on work-
integration enterpriseitreprises d’insertion on-the-job training enterprisesntreprises de formation
par le travai) and social workshopssdciale werkplaatsgnin Belgium and on integration enterprises
(empresas de insercipim Spain.

Y The letters EMES stood foEMergence deEnterprisesSociales en Europe” — i.e. the title in French of
the vast research project carried out from 1996utiin 2000 by the network. The acronym EMES was
subsequently retained when the network decidectoine a formal international association and went o
to conduct other research projects on social engepand, more broadly, on the third sector ahalev
Nowadays, the EMES European Research Network biiogsther ten university research centers and
individual researchers specialized in these fighdsughout Europe.
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Here, we just list those indicators, without promglithe comments which were carefully
phrased for each of them and to which we will rédggr on, when comparing the EMES

approach to other definitions of social enterptfse.

Four criteria reflect the economic and entrepreiaédimensions of social enterprises:
- a continuous activity producing goods and/orisgliservices
- a high degree of autonomy
- a significant level of economic risk
- a minimum amount of paid work

Five other indicators encapsulate the social dime@ssof such enterprises:
- an explicit aim to benefit the community
- an initiative launched by a group of citizens
- a decision-making power not based on capital oaimg;
- a participatory nature, which involves variousrppes affected by the activity
- a limited profit distribution

Although EMES always worked with such a list of icators, the latter may also be
summarized as follows"Social enterprises are not-for-profit private orgations
providing goods or services directly related toirthexplicit aim to benefit the
community. They generally rely on a collective dynes involving various types of
stakeholders in their governing bodies, they pladegh value on their autonomy and
they bear economic risks related to their activity"

Of course, those economic and social indicatorswalidentifying brand new social
enterprises, but they can also lead to designas®@al enterprises older organizations
being reshaped by new internal dynamics.

The first research carried out by the EMES netwaldo presented an initial attempt to
outline a theory of social enterprise: an "ideglitgl" social enterprise could be seen as a
"multiple-goal, multi-stakeholder and multiple-resce enterprise”. These theorised
features remained untested, though; they thus ptheedvay for further research. It is
why EMES undertook another major research progiar2@01) to explore more deeply
these hypotheses, through a comparative analysisoidl enterprises in Europe.

Although social enterprises are active in a wideeta of fields, including personal
social services, urban regeneration, environmesgalices, and the provision of other
public goods or services, researchers decidedyarframework of this second research
programme, to focus on work integration social gnises (WISES), with a view to
allowing meaningful international comparisons atatistical analysisOn such a basis,
they made an inventory of the different existingey of social enterprise in the field of
on-the-job training and work integration of low-djtiad persons. They were able to

18 Defourny (2001: 16-18). This set of criteria haeady been identified in interim reports to thedean
Commission (EMES European Research Network 19971.868).

9 Named PERSE, this project focused on the "Perfocmaf Social Enterprises” in the field of work
integration. Funded by the 5th Framework Prograrofrtae European Commission (DG Research), it was
carried out in twelve EU countries from 2001 thro@§04.
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identify 39 categories or models of WISE in the lgecountries surveyed,and they
tested empirically various theoretical hypothesk&whad been put forwafd.

2.3. The US conceptual debate
Let us now turn back again to the US scene, wherevigw of literature and official

documents suggests that the use as such of themtsnaf "social entrepreneur”, "social
entrepreneurship” and "social enterprise” reallgeyad around the years 199325f, in
Europe, social movements, researchers mostly iedoim social sciences as well as
public bodies have been the key actors in the dprgaof the debate, in the US, the
debate has been strongly shaped by driving foncesg which foundations and business
schools have played a central role. Among promiegptessions of this emergence were
the launching, in 1993, of a "Social Enterpriseidtive" by the Harvard Business School
and the renaming, during the same year, of the &lpknter — which had been set up
earlier by a group of business executives - as 'tApha Centre for Social
Entrepreneurs”. In a similar vein, various existorganizations, such as Echoing Green
and Ashoka, began to adopt officially the term fabentrepreneurs”, while new funds
dedicated to the latter were also set up as, fetante, by Youth Service America in
1994.

While the 1990s witnessed some convergence toviaade three terminological flags,
the diversity of approaches and definitions remdiard even increased. There were a
few attempts to map initiatives and definitidishut it now seems more feasible to
identify two major schools of thought, as did Deesl Anderson (2006), whom we have
already quoted.

The "earned income" school of thought

Within the first school those authors highlighte thulk of publications was mainly based
on nonprofits’ interest to become more commerciall acould be described as
"prescriptive”, as it focused on strategies fortstg a business that would earn income
for a non-profit organization (Massarsky 2006). Isactrend was strengthened by the
blooming of institutions, initiatives and consuginpractices to support this new
"industry” along the 1990s. Moreover, the Natio@athering of Social Entrepreneurs,
promoted by a few thought leaders in 1998, greatiped this emerging community of
practitioners and consultants to reach a criticassn

A few years later, the National Gathering, a cdnglayer in the field, became the Social
Enterprise Alliance, which defined social enter@ras "any earned-income business or
strategy undertaken by a nonprofit to generate maeein support of its charitable

mission"?* The term "social enterprise” was also adopted #ithsame orientation by

% The country studies were published in the EMB®rking Papers Seriefyww.emes.net). For a
synthesis, see Spear and Bidet (2003) and Dawttdr (2004).

2 Nyssens (2006).

#21n 1991, Waddock and Post had already publishetoat paper on "social entrepreneurs and catalytic
change".

% Boschee (1995) and Waddock and Post (1995).

4 As the Social Enterprise Alliance defined the abenterprise on its websitenfiw.se-alliance.orgfor a
long period of time. Social enterprise is now definas follows on its homepage: "An organization or
venture that advances its social mission throughepreneurial, earned income strategies. This wigo
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various other organizations, although some of thextended the "social-purpose
venture" perspective to a wider set of organizatjdncluding for-profit companies.
Such a broader and market-oriented conception oflsenterprise even crossed the
ocean; when a "Social Enterprise Unit" was createdhe UK to promote social
enterprise across the country, it was set up witenDepartment of Industry and Trade.
Indeed, as mentioned earlier, the British modedssies the business character of social
enterprise: although no reference is made to theeptage of market resources in the
definition adopted by the Social Enterprise Uniirothe CIC law, it is widely accepted
that a significant part (usually 50% or more) o thtal income must be market-based for
the enterprise to qualify as "social enterprisdteA(2002) and Nicholls (2006) go even
further along the same line, when reserving thentesocial enterprise" to fully self-
funded organizations, as do Haugh and Tracy (200%n they define social enterprise
as "a business that trades for a social purpOse”.

Those developments suggest that the first schoothofight and practice already
identified in the 1980s has continued to grow uthtd present days in the US and more
recently in the UK, either focusing on the non-gir@kector or through an approach
embracing a broader of set of initiatives. Becaafsguch a wide use of the term "social
enterprise” and just "following a convention whicas emerged in practice here", Dees
and Anderson (2006, p. 41) reluctantly proposedalbthat first school, which strongly
dominates outside academia, the "social enterggkeol of thought". For our part, we
rather choose to follow their own comments stregsimat they prefer using the term
"social enterprise” more broadly, to refer to umalkings with a significant social
purpose. In such a perspective, we would ratheren#imat first school the "earned
income" school of thought. Within this school obtight, we make a distinction between
an earlier version, focusing on nonprofits, that eal the ‘tommercial non-profit
approach, on the one hand, and a broader version, emhgaaiinforms of business
initiatives, that we name thedcial-purpose business approdcbn the other hand.

It should also be noted that some authors, sudBnaerson and Twersky (1996), early
provided an analysis shifting from a sole markeertation to a broader vision of
business methods as a path towards achieving sexteaffectiveness (and not just a
better funding) of social sector organizationsséndoing, they already paved the way for
later works of the years 2000s, which would inciregly stress a "double bottom line"
vision as well as the creation of a "blended valuedn effort to really balance and better
integrate economic and social purposes and stestdgimerson, 2006). In a way, such
recent works contribute to reduce the gap thatexasted since the 1980s between the
"earned income” school of thought (and its two apphes) and the second school of
thought, which we will deal with now. Still, suchgap seems to remain between actual
field practices, on the one hand, and writers froniversities, foundations or major
consultancy organizations, on the other hand.

The "social innovation" school of thought

also found for example in the various programmesthe NESST (Nonprofit Enterprise and Self-
sustainability Team).

% For instance, the Hass School of Business at UReBzy. See also Boschee (1995) and Austin (2000),
the latter stressing particularly partnerships leetavnonprofits and for-profit companies.

% As quoted by Mair and Marti (2006).
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It is precisely those last authors who, along withanizations like Ashoka, really fed a
second major school, that Anderson and Dees (200&g the "social innovation" school
of thought. Indeed, the emphasis is put here oralsentrepreneurs in the Schumpeterian
meaning of the term, in a perspective similar tatthdopted earlier by Young (see
above). Social entrepreneurs are defined as charaeers as they carry out "new
combinations” in at least one the following araasw services, new quality of services,
new methods of production, new production factaey forms of organizations or new
markets. Social entrepreneurship can therefore lp@estion of outcomes and social
impact rather than a question of incomes. Severdhoss, like Cohen (1995),
Leadbeather (1997), Dees (1998), Alvord et al. 80Bornstein (2004), Kramer (2005)
and Mulgan (2007) among others, have contributeduch a deeper view of social
entrepreneurship, the three last publications sitrgsespecially the systemic nature of
innovation brought about and its impact at a breadetal level. Various foundations
involved in "venture philanthropy”, such as the WBah Foundation and the Skoll
Foundation, among others, have embraced the iddgastitial innovation is central to
social entrepreneurship. Along with academic warlanly based on case studies and
business schools, celebrations of outstanding ls@tigepreneurs as modern times’
heroes are typical tools providing support andoifisy to that school.

Within the "social innovation" school of thoughte&s (1998:4) has proposed the most
widely referred to definition of social entreprergeuHe sees the latter as "playing the
role of change agents in the social sector by adg@ mission to create and sustain
social value, recognizing and relentlessly pursuimey opportunities to serve that
mission, engaging in a process of continuous ini@vaadaptation and learning, acting
boldly without being limited by resources currenify hand, and finally exhibiting a
heightened sense of accountability to the constdies served and for the outcomes
created".

Although many initiatives of social entrepreneuesuit in the setting up of non-profit
organizations, most recent works of this schoatl tenunderline blurred frontiers and the
existence of opportunities for entrepreneurial @ooinovation within the private for-
profit sectof’ and the public sphere as well. By the way, theceph of social
entrepreneurship is increasingly described as ya wéate spectrum and often appears as
the broadest of the three conceptual "SE flags".

3. Conver gences and diver gences between the European and US debates

These last years have witnessed a growing muttlakirce of each side of the Atlantic
upon the other, probably with a stronger influenEéhe US upon Europe than the other
way round. More precisely, various authors from dpaan business schools, such as
Mair and Marti (2006), Nicholls (2006), Mair, Rokimn and Hockerts (2006), among
others, may be considered as contributors to thmtdewhich took roots in the US
context, although they of course bring in their dvatkground as Europeans. Therefore,
our aim here is not at all to oppose the respeeiwaution of the debate on both sides of
the Atlantic. We rather want to point out the camesces as well as the divergences in
order to better understand how the European andtab&capes of social enterprise are
evolving and what kinds of contextual features regplain differences.

2’ See Mair & Marti (2006), among other authors.
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3.1. The social mission

On both sides of the Atlantic, the explicit aimbenefit the community or the creation of
"social value", rather than the distribution of firois the core mission of social
entrepreneurship and social enterprises.

This is the first EMES social criterion. Indeedcaaing to the EMES conception of

social enterprise, the social impact on the comiyusinot just a consequence or a side-
effect of the economic activity but it is the keptme of the latter. This is also the reason
which has justified the development of new legahts, across Europe, for companies
driven by social goals. For example, the UK Cl@daslicated to its expressed community
purposes, and the Belgian "social purpose companybdt dedicated to "the enrichment

of [its] members", the social finality being defthen the statutes of the company. Italian
"social cooperatives” are driven by "the genertriest of the community for the human

promotion and the social integration of the citkenThe objective of the Portuguese
"social solidarity co-operative” is to deliver sems that foster the integration of

vulnerable groups.

In the United States, the social mission is attibart of social enterprises and social
entrepreneurship as well. Within the "earned incbsahool of thought, this is obvious

for the organisations targeted by the "commerotad-profit approach”, as they allocate
any profit to the fulfilment of a social missionsAor the "social innovation school",

social entrepreneurship dynamics are embeddedns fivhich may be either non-profit

or for-profit but, whatever the type of organisatidghe innovation process is primarily
oriented to a social or societal change.

However, in the course of the 1990s, various aeawiundertaken by for-profit firms to
assert their corporate social responsibility betgabe considered, by some authors, as
part of the spectrum of social entrepreneurships@ee, 1995 and Austin, 2000); in this
perspective, assessing the real weight of sociatems in the mission of the enterprise
becomes more difficult. Such an approach might leadonsider any social value-
generating activity as belonging to the wide spautof social entrepreneurship, even if
this activity remains marginal in the firm’s oversirategy?®

3.2. The production of goods and services and their relation to the social mission

In a rather classical way, most European and USoappes use the term enterprise to
refer to the production of goods and/or servicescohdingly, social enterprises, unlike
some non-profit organizations, are normally neigregaged in advocacy, at least not as a
major goal, nor in the redistribution of financiédws (as, for example, grant-giving
foundations) as their major activity; instead, tlaeg directly involved in the production
of goods or the provision of services on a contirsubasi<’

2 A large part of the "cross-sector collaboratiomtomuum” proposed by Austin (2000) to analyze
partnering relations between corporations and mofitp may fall in this category. More precisely,
traditional donations (representing the "philangicostage” of relations) or collaborations desatibs the
"transactional stage", such as event sponsorstépse-related marketing activities or employee vialer
activities, do not, in our view, transform corpdoas into social enterprises.

2 We are aware of the possibility to argue that adtiag nonprofits may also be described, to a werta
extent, as service providers.
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However, differences appear between the variousdadshof thought when considering
the nature of this production activity. When spagkof social enterprise in Europe, it
appears that the production of goods and/or sesuiltes itself constitute the way in
which the social mission is pursued. In other wptks nature of the economic activity is
closely connected to the social mission: the prodacprocess involves low-qualified
people if the goal is to create jobs for that taigreup; if the social enterprise’s mission
is to develop social services, the economic agtigitactually the delivery of such social
services, and so on. This type of approach is fdsad in the US social innovation
school, which considers that social enterprisedeampnt innovative strategies to tackle
social needs through the provision of goods orisesv Although the innovating
behaviour may only refer to the production procasso the way goods or services are
delivered, it always remains linked to the lattbe provision of such goods or services
therefore representing the reason, or one of thie neasons, for the existence of the
social enterprise.

By contrast, for the US "commercial non-profit apgeh”, the trading activity is often
simply considered as a source of income, and th&enaf the traded goods or services
does not really matter as such. So, in this pets@ecsocial enterprises can develop
business activities which are only related to tbeiad mission through the financial
resources they help to secure.

3.3. Economicrisks

Social enterprises are generally viewed as orgtaoima characterized by a significant
level of economic risk.

According to the EMES criteria, this means that fineancial viability of social
enterprises depends on the efforts of their memtmersecure adequate resources for
supporting the enterprise's social mission. Theseurces can have a hybrid character:
they may come from trading activities, from pubktbsidies or from voluntary
resources? Although the public opinion tends to associatedbecept of economic risk
to a market orientation, rigorous definitions, urdihg for instance definitions in EU
legislation, see an enterprise as an organizatianaindertaking bearing some risk but
not necessarily seeking market resources.

This conception appears to be shared to a largmehky the "social innovation" school
of thought.Indeed, according to Dees (1998), the centralitthefsocial mission implies

a very specific mix of human and financial resouai®d social entrepreneurs explore all
types of resources, from donations to commercis@maes. Bearing economic risks does
not necessarily mean that economic sustainabilitystnbe achieved only through a
trading activity; it rather refers to the fact thlabse who establish the enterprise assume
the risk of the initiative.

By contrast, for the US "commercial non-profit apgel’ and "social-purpose business
approach" (which form together the "earned incod&' school of thought), to be a
social enterprise means relying mainly on marksbueces. For the authors belonging to
this school, the economic risk tends to be coreelavith the amount or the share of

%0 For an empirical analysis of the resource mixeStmpean work integration social enterprises, see
Gardin (2006).
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income generated through trade. This vision iseshfly some European policies, which
tend to require a market orientation from socidkgrises. In the United Kingdom, for
example, social enterprises are seen first andnfosé as businesses (see above). The
Finish Act on social enterprise and the social ecoy program in Ireland also describe
these organisations as market-oriented enterpidasy Italian social cooperatives are
financed through contracts which are passed wihpthblic authorities in a more or less
competitive market.

The divergence between the "social innovation” etlamd the "earned income" school
as to the economic risk should not be overstatenigh. Viewing social entrepreneurship
as a social-purpose business is increasingly comarong business schools and
foundations which foster more broadly business ough not just earned-income
strategies, for achieving social impacts. In tlaist Iperspective, we are coming back to
the recent efforts made by Dees and Anderson (2@86) Emerson (2006) to stress
converging trends between both major US schooldeast in parts of the academic
debate.

3.4. The structure of governance

As we have seen, social enterprises are, acrosgp&umainly embedded in the third

sector tradition, and more precisely in its asso@aand/or in its cooperative component.
At first sight, the same could be said about USadamnterprises emerging within the

non-profit sector. In the latter case, however,kwew that the main driving force was -

and often still is - the search for market incomekile the bulk of the European third

sector tradition has always been associated witjuest for more democracy in the

economy. As a result, the governance structureocifak enterprise has attracted much
more attention in Europe than in the United Stadssshown by the EMES approach as
well as by various public policies, across Eurgp@moting social enterprises. As the
governance structure can be seen as the set afisatjanal devices that ensure that the
organisation’s mission is pursued, it can be aralydong several dimensions.

First, in the European conception, social enteggrere characterized by a high degree of
autonomy. According to the EMES definition, theg aoluntarily created by a group of
people and are governed by them in the frameworkamwfautonomous project.
Accordingly, they may receive public or private pag but they are not managed,
directly or indirectly, by public authorities or layfor-profit firm and they have the right
of "voice and exit" (the right to take up their owasition as well as the right to terminate
their activity)3! This condition of autonomy clearly diverges frone ttonception of the
"Social Enterprise Knowledge Network", accordingatbich a short-term project with a
social value undertaken by a for-profit enterpose public body can be considered as a
social enterprise. For this network, formed by Iegd_atin-American business schools
and the Harvard Business School, "any kind of aegdion or undertaking engaged in
activities of significant social value, or in theoduction of goods and services with an
embedded social purpose, regardless of legal f@¢anstin et al., 2004: xxv), can be
considered as a social enterprise.

31 See Defourny (2001, 16-18) for all comments of EIMES criteria.
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Secondly, the ideal-typical social enterprise dedilbby EMES is based on a collective
dynamics and the involvement of different stakebmddin the governance of the
organization. The various categories of stakehelderay include beneficiaries,

employees, volunteers, public authorities, and dgnamong others. They can be
involved in the membership or in the board of tbeia enterprise, thereby creating a
"multi-stakeholder ownership” (Bacchiega and Bogzad003). Such a multi-

stakeholders ownership is even recognized or reduay national level legislations in

various countries (ltaly, Portugal, Greece and €&yif Stakeholders can also participate
through channels that are less formal than memipgrsiuch as representation and
participation of users and workers in different coittees in the everyday life of the
enterprise. In many cases indeed, one of the aimsocal enterprises is to foster
democracy at the local level through economic &gtivo that extent, this approach to
social enterprise remains clearly in line with arabted in third sector literature,

especially that part of it focusing on communityelepment.

This insistence on collective dynamics contrasth whe emphasis put in the US debate
on the individual profile of social entrepreneunsdatheir central role. The EMES
approach does not exclude, of course, emerginglsecterprises in which a charismatic
leader or a dynamic entrepreneur plays a key rotbe enterprise, but such persons are
generally viewed as supported by a group whose rassvdre collectively responsible for
the public benefit mission of the social enterprise

Thirdly, one of the EMES criteria states that tleeidion-making power is not based on
capital ownership, again reflecting the quest fooren economic democracy that
characterises the field of social enterprise inolgar in the tradition of cooperatives. This
generally means that the organisation applies timeiple of "one member, one vote", or
at least that the voting power in the governingybtbht has the ultimate decision-making
rights is not distributed according to capital €sailOnce more, such rules are reflected in
different national legal frameworks designed fociabenterprises, the majority of them
requiring the rule of "one member, one voté".

32 |n Italian social cooperatives, workers are memloéithe cooperative and disadvantaged workerslghou
be members of the B-type cooperative that emplbgst if this is compatible with their situation. &h
statutes may also foresee the presence of volsniteéne membership. In Portuguese "social soligao-
operatives"”, users and workers must be effectiveninees. In French "collective interest co-operative
societies”, at least three types of stakeholderstrha represented: workers, users and at leastda th
category, defined according to the project cardatlby the cooperative. As to Greek social co-opers,
they are based on a partnership between indivicafalse "target group", psychiatric hospital workend
institutions from the community, and these différstakeholders have to be represented in the tafahd
organization.

% Nicholls (2006) explains that Banks (1972), instirggly, first coined the term "social entreprerieur
while referring to management approaches inspigeddbues such as those promoted by Robert Owen, a
major utopian widely considered as a father of...dbeperative movement.

3 1t is the case for the Italian "social cooperatjviae Portuguese "social solidarity co-operativie
Spanish "social initiative cooperative" and the riete "collective interest co-operative society”. the
Belgian "social purpose company", no single persamhave more than 1/1@f the total number of votes
linked to the shares being represented. The Belgiaral purpose company also provides for procedure
allowing each employee to participate in the entsefs governance through the ownership of capital
shares.
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Fourthly, the power and prerogatives of sharehsldee also limited by restrictions
regarding the distribution of profits. Indeed, aclinog to the EMES criteria, the field of
social enterprises includes organizations thathesacterized by a total non-distribution
constraint and organizations which may distributefifs but to a limited extent, thus
avoiding a profit-maximizing behaviour. Europeamdk frameworks also reduce the
power of social enterprises’ shareholders by piiGhi™ or limiting®® the distribution of
profits. In the US debate, by contrast, only themimercial non-profit approach” (within
the "earned income” school of thought explicitlgabes social enterprise in the field of
non-profit organisations, i.e. entities whose susplis entirely retained by the
organization for the fulfilment of its social miesi (it has to be noted that this conception
does not preclude NPOs from promoting the developroé for-profit undertakings to
generate market income and profits to be allocttethe social mission of the NPO). On
the contrary, for the "social-purpose business @gugr" within the same school, as well
as for the "social innovation school of thoughticial enterprise may adopt any kind of
legal frameworks and may therefore, in some caBssibute surplus to shareholders.

To sum up these four dimensions, as Young and Salatate, "in Europe, the notion of
social enterprise focuses more heavily on the wagrganisation is governed and what
its purpose is rather than on whether it strictiheres to the non-distribution constraint
of a formal non-profit organisation" (2002: 433) A matter of fact, although the EMES
approach of social enterprise also includes thasufe by its "limited profit distribution™

criterion, it goes further than that, by incorpargtother aspects which are central to
characterising social enterprise’'s governancetstieiand guarantee its social mission.

In the last three or four years, however, a reddyinew discourse, crossing the ocean and
the Channel, has appeared on the continental Eamopeene, spreading mainly through
business schools, as already mentioned. It seerespihasize social entrepreneurship
more than social enterprise, as a sub-field totbdiesd and taught within the growing
field of entrepreneurship or as a potentially distifield?” Adopting a broad view, it
does not seem to really underline organizationatuies as key tools to guarantee the
primacy of the social mission.

3.5. Channelsfor the diffusion of social innovation

In the European context, the process of institati@ation of social enterprises has often
been closely linked to the evolution of public pa@s. As we have seen, social
enterprises were pioneers in promoting the integradf excluded persons through a
productive activity and a historical perspectiv@wsh that they have contributed to the
development of new public schemes and legal frameswoSuch public policies,

however, have not been designed and implementdtutitraising important questions

and strong debates. More precisely, the nature@ékenterprises' mission appears to be

% In Portuguese "social solidarity co-operatives'd aBpanish "social initiative cooperatives”, any
distribution of profit is forbidden.

% Distribution of profit is limited by strong rulesiltalian "social cooperatives” and Belgian "social
purpose companies”. The British "community intex@anpany"” includes an asset lock which restricés th
distribution of profits and assets to its membéns; dividend payable on the shares is subjectdapaset
by the regulator.

3" Indeed, scholars are increasingly exploring sgieteto foster social entrepreneurship as a fiéldso
own. (Dees, 2007)
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a contested issue between promoters of social pFites and public bodies. Public

schemes often frame their objectives in a way ihabnsidered as too narrow by some
promoters, with a risk of reducing social entegsido the status of instruments to
achieve specific goals which are given prioritytba political agenda. On the other side,
it is clear that recognition through public polgibas been and still is a key channel for
the diffusion of various models of social enterptisroughout Europe.

In other contexts, such as the United States, ¢hkng up of social innovation has also
been a concern from the outset, especially for'sbeial innovation" school of thought,
historically led by Ashoka., However, social inntga in the US has been expected,
typically, to expand through the growth of the eptise itself® and/or with the support
of foundations bringing a leverage effect to thdiative through increased financial
means and professional skills as well as througgbcation and demonstration strategies.
Such trajectories are not without risks, as a gtn@hance on private actors may involve
some perverse effects. The main ones could resuth fa kind of implicitly shared
confidence in market forces to solve an increapag of social issues in modern
societies. Even though various scholars stressnéesl to mobilize various types of
resources, it is not impossible that the currentenaf social entrepreneurship may act as
a priority-setting process and a selection proadssocial challenges deserving to be
addressed because of their potential in termsroedancome. This probably explains to
a large extent why large segments of the non-ps#itor in the US as well as the
community and voluntary sector in the UK expresgomgears of excessive confidence
in market-oriented social enterprises on the pdrtboth private organizations
(foundations and major corporations within CSRtstyees) or public policies seeking to
combat social problems while reducing allocatedgedsl

Conclusions

Beside clear divergences on some important powms, analysis also allowed us to

identify strong converging features, especiallywssn the EMES approach and
European traditions, on the one hand, and the d&lsanovation school of thought, on

the other hand. We have also noted some recentsifiothe US academic debate to go
beyond the strong divergences which used to charaetthe two major US schools of
thought.

We could synthesize our analysis by providing datre clarification of the respective
meaning of the "three flags" that have been hoisfed the last twelve or fifteen years:

the notions of "social entrepreneur”, "social gmte@eurship"” and "social enterprise".

Beyond the great diversity of national or regiocahtexts, it seems that there is a
growing agreement to see the concept of sociakpreneurship as the broader, and
probably the vaguer, of these three notions. Indeedial entrepreneurship may be
viewed as a wide spectrum of initiatives or pragiceven though there might be strong

3 A key example, often referred to, is provided bg Grameen Bank, which underwent a remarkable
growth before it inspired other microfinance initi@s across the world.
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controversies as to what kinds of organizationsgmadtices might constitute the extreme
points of such a spectrufn.

As to social entrepreneurs, their profile has bparticularly highlighted in the US;
European traditions, even though they have ratmgrhasized collective dynamics as the
background of social innovation, have never detiedcentral importance of leadership
either. Indeed, many socio-economic innovations b&jraced back to the initiative of a
key person or a small group of persons who broadfaut "new combinations” in a
Schumpeterian perspectifeAs to the methods adopted by such leading perstiss)ot
difficult to acknowledge the fact that a move tossprofessionalization and the use of
(some) business methods have become more commen,agnong a large number of
traditional non-profit or voluntary organizations.

When it comes to the notion of social enterpridejsi more difficult to identify
convergences, as we observe a growing tendenchanUS to qualify as "social
enterprises” those initiatives which tend to bdyfidelf-financed, regardless of any
defining features other than a vaguely allegedataunission. Even though it is easy to
point out a trend, among European social enterrisgvards considering the potential of
market income, what is really at stake here isvihg in which the primacy of a social
mission can be preserved.

In Europe, specific governance structures are grutefrd with a twofold objective. First,
a democratic control and/or a participatory invohemt of stakeholders reflect the quest
for more economic democracy, in the tradition obperatives. They therefore add to
constraints on the distribution of profits with &w to protecting and strengthening the
primacy of the social mission, which is at the vhpart of the organization. Secondly,
those two combined guarantees (often involvingiatston-distribution constraint) often
act as a "signal" allowing public authorities tgpart social enterprises in various ways
(legal frameworks, public subsidies, fiscal exemsi etc.). Without these two
guarantees, the risk would be greater that publisisiies just induce more profits to be
distributed among owners or managers. In turn, sudilic support often allows social
enterprises to avoid purely market-oriented stiagegvhich, in many cases, would lead
them away from those who cannot afford market griaed nevertheless constitute the
group that they target in accordance with theinaamission. Public policies are also
supposed to avoid that the neediest groups depemargy on private philanthropy. In
this overall perspective, our view is that a welldmced conception of social enterprise is
not only meaningful in the academic debate; itls aneeded to avoid temptations to
simplify social challenges, which must be addressedmulti-dimensional way.

Last but not least, the historical perspective weehadopted suggests that the distinctive
features of social enterprise are deeply rootedhen social, economic, political and
cultural contexts in which these organisations @®eiThis has at least two major
implications. First, contrasting with the analysis market forces or stock exchange

39 The possibility of representing such a spectruomgla single dimension (for instance the levelaif-s
financing, as done by Nicholls, 2006) is anotheesiion. For sure, it is possible to argue thatva Key
dimensions, not just a single one, should be tak@snaccount.

“t is quite easy to find clear parallels betweese® definition of social entrepreneurs (1998) trelway

in which the EMES Network introduces its approatihotigh an adaptation of Schumpeter’s "new
combinations" to the field of social enterprise {@eny, 2001, 11-14).
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movements, whose major principles increasingly becaniversal, the understanding of
social entrepreneurship and social enterprisesinexjthat researchers humbly take into
account the local or national specificities whidtage these initiatives in various ways.
This, by the way, is also true for the whole thgekctor, to which the bulk of social
enterprises belong, in spite of the current difieedion of their forms. Secondly, it is
clear that supporting the development of sociakmgmise cannot be done just through
exporting US or European approachesinless they are embedded in local contexts,
social enterprises will just be replications ofmfeda that will last only as long as they are
fashionable.
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