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In the last few decades, there has been a rising interest in social enterprises across Europe,
Asia, and the Americas. The number of countries that has given social enterprises legal status or
have recognized their unique form of operation are continuously increasing, and the role of social
enterprises in these countries’ economies is continuously growing. For example, in the United
Kingdom a total of 70,000 social enterprises contributed £24 billion to the economy (1.3% GDP)
and employed nearly one million people (3% of total labor force) in 2016. The form, sector, operation, and finance of social enterprises, however, vary substantially across countries. Although the
development of social enterprise has been substantial, social enterprises around the world face barriers and constraints that limit their potential. Therefore, in order to foster the sector, nations that
embrace the concepts of social enterprise have to build a comprehensive supporting ecosystem for
these enterprises, including legal form, tax and fiscal incentives, specialist business services and
support, access to market and finance, and methods of evaluating their social impact.
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The existing and widely accepted
definition
of social enterprise is articuAt the most fundamental level,
social enterprises are innovative busi- lated by the European Commission’s
nesses that aim to help disadvantaged Social Business Initiative (SBI) commupopulations of society through a mar- nication. The SBI definition incorpoket solution. It challenges the tradition- rates three key dimensions of a social
enterprise: entrepreneurial, social, and
al concept of a business, as it puts sogovernance, as shown in Figure 1. An
cial mission in its business objectives.
It also contests the traditional concept entrepreneurial dimension depicts an
of a nonprofit, as it emphasizes market enterprise needs to engage in continuous economic activity. A social dimenapproaches in its operation. Financial
sion shows that a primary and explicit
outcome, however, is the means to
social purpose must be existed in a
achieve the mission of social enterprise, rather than its main goal. Social social enterprise. A governance dimenenterprises may take a variety of legal sion demonstrates a social enterprise
forms, such as Social Purpose Compa- needs to have the existence of mechanisms to maintain the social goals of
ny in Belgium, Community Interest
the organization (European CommisCompany in United Kingdom, Social
sion, 2015). SBI operationalized each of
Cooperatives in France, Poland, and
Hungary, and Low-Profit Limited Lia- the above dimensions by developing a
set of core criteria reflecting the minibility Companies (L3Cs) and benefit
mum a priori conditions that an organcorporations in the United States
ization must meet in order to be cate(European Commission, 2016; Loric,
gorized as a social enterprise under the
2013).
EU definition. The following core criteSince the latter half of the twentiria were established (European Cometh century, there has been a rising
mission, 2015):
interest in founding social enterprise
■ Engage in a continuous economas a solution to social problems across
ic activity of production and/or exthe globe. More and more countries
change of goods and/or services;
have granted social enterprises legal
status or have recognized its unique
■ Pursue an explicit and primary
form of operation. As of 2017, a total of
social aim that benefits society;
twenty countries have passed or formally recognized social enterprise in
■ Have limits on distribution of
the law system, see Table 1. Additionprofits and/or assets to prioritize
ally, non-government forms of support
the social aim over profit making;
have emerged such as organizations
■ Independent, autonomy from
like B Lab in the United States and prothe State and other traditional forgrams promoting social enterprise that
profit organizations; and,
have been launched in South Korea,
Thailand, and China (European Com■ Have inclusive governance,
mission, 2015; The Japan Research Incharacterized by participatory and/
stitute, 2016). The purpose of this paor democratic decision-making proper is to investigate the development
cesses.
of social enterprise in recent decades
Table 1 presents the recognition of
and present barriers and constraints
legal status of social enterprises in
faced by social enterprises around the
countries across the globe. There are 18
world.
countries passed federal legislations
Global Legal and Tax Status of related to social enterprises. Italy startSocial Enterprises
ed the trend in 1991, followed by Bel-
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gium in 1995, and Spain, Greece, and
Portugal in 1999. Thirteen countries
passed the national laws and regulations after 2000, all in Europe except
South Korea in 2006. For governments
that have recognized social enterprise
in federal law, the fundamental characteristics of social enterprise include:
engages in business-oriented activity,
pursues societal benefits, limits their
profit goals, operates independently
from the government, and contains
internal governance mechanisms in
Europe (European Commission, 2015
& 2016). In South Korea, social enterprise is defined as an enterprise that
engages in business activities, and
aims to enhance local residents’ life
quality and create jobs for the disadvantaged (Korea Social Enterprise Promotion Agency, n.d.).
United States and Canada do not
pass federal laws on social enterprises;
however, some of their states passed
related legislations. In United States,
Vermont enacted the first Low-Profit
Limited Liability Companies (L3Cs)
statute in 2008. The legislation was
enacted as an amendment to the LLC
act, and L3Cs are designated to have a
double-bottom-line entity seeking a
low profit along with social goals.
Eight other states in United States have
joined Vermont to enacted similar L3C
legislation since 2008 (Americans for
Community Development, n.d.). Additionally, in April of 2010, Maryland
became the first U.S. state to pass benefit corporation legislation. As of January 2018, 33 states as well as Washington, D.C. have passed legislation allowing for the creation of benefit corporations (Benefit Corporation, n.d.). A
benefit corporation is a type of forprofit corporate entity that incorporates a social purpose into its legally
defined goals. Benefit corporations
differ from the traditional C corporations in terms of their purpose, accountability, and transparency, but not
in terms of taxation. In a benefit corpo-
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ration, shareholders judge performance based on the company's social,
environmental, and financial performance (B Lab, 2010; Cho, 2017).
In Canada, Nova Scotia passed
legislation on Community Interest
Companies (CIC) Act in 2012, and British Columbia passed laws on Community Contribution Company (C3) in
2013 (O’Connor, 2014). In other places,
such as Chile, Hong Kong, Singapore,
and China, commercial enterprises
that self-identify as social enterprises
and aim to help the disadvantaged
instead of maximize profits exist in
these nations without a social enterprise legal structure (Zhao, 2014; Kimmitt, et al., 2017; The Japan Research
Institute, 2016; SEFORÏS, 2016). Finally, B Lab, a nonprofit organization, has
established a Certified B Corporations
system for which for-profit companies
that meet the highest standards of verified social and environmental performance, public transparency, and legal
accountability. Certified B Corporations must have a social mission, just
like the benefit corporations, and B Lab
also provides the B Impact Assessment
to help manage their impact. As of January 2018, there are 2,391 B Corporations certified in 130 industries in more
than 50 countries all with a common
and unifying goal: to redefine success
in business (B Lab, n.d.).
Social enterprises receive limited
fiscal and tax benefits. There are few
countries with tax benefits specifically
designed for social enterprises. In
Greece, Italy, and Lithuania, social enterprises are entitled to various tax
breaks and incentives. In South Korea,
social enterprises are exempted from
paying 50% of the corporate or income
tax during the first three years of operation. In Poland, Portugal, and Slovakia, Social cooperatives do not need
to pay social security contributions for
their members during the first two
years of existence. In Finland, social
enterprises may be qualified for certain

forms of activities for fiscal benefits.
For example, a social enterprise hiring
a disabled or long-term unemployed is
entitled to wage-related subsidies as a
compensation for potentially reduced
productivity of the employee. Finland
also provides support for the establishment of a Work Integration Social Enterprise. However, there is no tax or
fiscal benefit for social enterprises in
Belgium, Croatia, Czech Republic,
Denmark, France, Hungary, and United Kingdom (European Commission,
2015; Korea Social Enterprise Promotion Agency, n.d.). In USA, although
L3C does not receive tax and fiscal
benefits, they are allowed to receive
program related investments (PRI)
from private foundations (Loric, 2013).

Theory of Change, Institutional
Factors, and Social Enterprise
Social enterprise is closely linked
with theory of change. Theory of
change is a specific type
of methodology for program planning,
implementation, and evaluation. It is
the framework underlying any social
intervention. Theory of change first
defines impacts we plan to achieve and
then maps backwards to identify the
necessary preconditions by outlining
causal linkages in the process (e.g. impacts, long-term outcomes, shorterterm outcomes, program outputs, activities, and input). As a causal model,
a strong theory of change model requires justifications and an articulate
hypothesis that explains causal relationships at each linkage. Since the
identified changes are often mapped as
a pathway or as a logical flow, the theory of change is often referred to as the
pathway of change and logic model
(Brest, 2010; Taplin & Clark, 2012). The
theory of change is a practical and essential part of a successful transformation effort. The path of transformation is not always necessarily linear
and the context of the change is not
always static, however, and therefore

the theory of change is limited in certain cases. In non-linear or non-static
scenarios, the transformation process
in the theory of change involves dynamic interactions among participants
with entangled feedback loops that are
not well-captured by a top-down
diagram (Clark, 2004; Brest, 2010).
Social enterprise is also largely
dependent on the institutional factors
of a nation, especially the role of government and the welfare state (Kerlin,
2012). Between developing economies
and innovation-driven economies, the
abilities of social enterprise are largely
dependent on what is needed by the
economy, the government, and what is
provided by the welfare state (Kerlin,
2012). Given the unique array of cultural and governing styles, several
models help describe the different contexts for social enterprise. First, in the
Sustainable Subsistence model, states,
such as Zimbabwe and Uganda, have
small labor forces and lower levels of
government support. Here social enterprise is defined by small groups of
people working to employ themselves
while providing poverty relief, thus
filling in for what would usually be
provided for by a welfare state. These
activities are largely supported by international aid in the form of microfinance projects due to the need to provide a sustainable form of assistance.
The Autonomous Mutualism model is
characterized by a postauthoritarian
emerging civil society that social enterprise comes together to fill gaps left in
the economy and state social welfare,
such as the ones in Argentina and
Ukraine. In the case of a strong welfare
state, social enterprises operate under
a model of Enmeshed Focus or Dependent Focus, in which social enterprises are often dependent, and sometimes limited, to operating in alignment with the services supported by
the state (Kerlin, 2012). Examples of
the Enmeshed Focus and Dependent
Focus contexts include Sweden and
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Germany, respectively. While both
models rely on state subsidies for implementation, social enterprises in the
Enmeshed Focused model are less diverse and have close ties with specific
public policies. In other cases, for
which the economy enjoys higher levels of market, financial, technological,
and economic efficiency but still lacks
strong welfare state support, social
enterprises may develop under the
model of Autonomous Diversity (e.g.
United States). The world
“autonomous” in these models implies
independence from the government,
unlike in the previous models where
the state may often play an actively
supporting in local social enterprises.
Social enterprise consists of a plethora
of types of social enterprises that seek
to help solve a diverse array of social
goals and are not linked to the state
(Kerlin, 2012).

Historical Development
Social enterprise in the United
States evolved out of necessity. Beforehand, Americans had mistrusted business, especially in the Gilded Age of
the late 1800s. Yet, by the time of the
Reagan administration business and
entrepreneurial activity were regarded
as attractive alternatives to government welfare programs (Hall, 2016;
Pool, 2011). Especially with a lack of
political and economic support for non
-government organizations, social enterprise emerged in Americas as an
alternative.
Community Development Corporations (CDC) are not-forprofit organizations and early efforts
of social enterprise in the United States
(Terjesen, 2017). Like modern day social enterprises, CDC organizations do
not operate for profit, but instead seek
to bring benefits to a disadvantaged
segment of society. CDC organizations
and social enterprises alike target a
range of causes, including education,
social services, and affordable housing.

The main difference between social
enterprises and CDC organizations is
that CDC organizations usually focus
on a specific local area and do not seek
to nationalize their solutions (Terjesen,
2017). In 2006, it was estimated that a
total of 4,600 CDC organizations existed throughout all 50 states
(Community Wealth Organization,
n.d.). Concerning for-profit corporations, state legislation has substantially
contributed to the growth of LowProfit Limited Liability Companies
and benefit corporations. In 2014 the
total number of benefit corporations
was estimated at 998 and the total
number of L3Cs at 1,051 (Cooney,
Koushyar, Lee, & Murray, 2014). According to a recent report, 2,541 benefit
corporations have been established
and a total of 2,144 of these were active
as of April 2015 (Berrey, 2015).
The historical development of social enterprise in Europe has similarities with that of America. In the 1970s
and into the 1980s, skyrocketing unemployment rates, sometimes over 10%,
amongst a multitude of European
states played a major role in promoting social enterprise (Doeringer, 2010;
Defourny and Nyssens, 2010). Just as
the withdrawal of state funds in the
United States caused social actors to
step forward with ideas for revenue
generating enterprises that met social
needs, so the tight budgets of European governments led to the privatization of social services (Kerlin, 2006).
Many early social enterprises of Europe addressed pressing unemployment needs with work-based programs that placed those in need a job
within the social services industry in
positions aligned with the social enterprise’s own mission (Doeringer, 2010).
Unlike in the United States, many European governments took an active
role in defining and supporting social
enterprises, as shown in Table 1. In
1996, the EMES Research Network was
established, a body committed to the

research of social enterprise in Europe
(Kerlin, 2009). The EMES Research
Network has played significant roles in
defining and perpetuating social enterprises among the European Union
member states.
Although European social enterprises also evolved out of economic
hardship, their development has been
marked with active support from state
governments. This is evident not only
through the EMES Research Network,
but also through the EU countries’
willingness to pass legal definition
(Poon, 2011). Unlike their American
counterparts, European social enterprises usually adopt multi-stakeholder
management models that include beneficiaries, employees, volunteers, public authorities, and donors (Kerlin,
2009).
In Far East Asia, social enterprise
also gained traction around the 1980s.
Before this, social enterprise was virtually unheard of and so foreigners and
expatriates were the pioneering social
enterprise in Asia. However, since the
term’s establishment an increasing
number of local Asian social enterprises have emerged (Kordant Philanthropy Advisors, 2014). The growth of
third sector social enterprises in Asia is
heavily dependent on a country’s civil
society and business environment. Citizens’ freedom to act and engage, a
low ease of doing business ranking,
and poor infrastructure has stifled the
development of social enterprise
(Kordant Philanthropy Advisors,
2014). Historically, countries with histories of state-controlled business practices, like China, have made the
growth of market-oriented social enterprise difficult, while businessoriented countries like Singapore and
Hong Kong have experienced greater
success with social enterprise (Kordant
Philanthropy Advisors, 2014; The Japan Research Institute, 2016).
In recent years, the picture is changing,
and an increasing number of social
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enterprises are beginning to emerge
throughout the Far East. Social enterprise in Asia is part of a wider movement that embraces social innovation
as a useful method in solving society’s
social issues. Venture philanthropists,
impact investors, and universities
building talent are all important elements, and will likely influence the
development of social enterprises in
this region (Kordant Philanthropy Advisors, 2014). Social enterprise is furthermore recognized by the Association of Southeast Asian Nations
(ASEAN), and is speculated as a useful
tool for development and integration
among Southeast Asian countries
(Bonnell, 2015; Hynes, 2016).

Current Status
With the progression of the twenty
-first century, it is evident that social
enterprise is gaining greater popularity around the world, though it is important to acknowledge that official
statistics on social enterprises are
scarce and limited in scope (European
Commission, 2015; The Japan Research
Institute, 2016). Table 2 presents the
estimated number of social enterprises
based on European Union (EU) operational definition and/or individual national estimates by official departments or academic research. The number of social enterprises based on the
EU definition ranged from less than
100 in Malta to around 70,000 in United Kingdom and Germany. In contrast,
utilizing national definitions usually
indicated higher numbers of social
enterprise: 13,000 in Finland, 39,000 in
Romania, over 55,000 in Portugal and
Greece, and over 200,000 in United
Kingdom and Japan. It is interesting to
note that Germany and Japan have not
passed federal laws defining social
enterprise, though there are certainly
active social enterprises in these countries. The wide ranges of the national
estimates in certain countries, such as
in Bulgaria and Finland, also highlight

the definitional and methodological
issues present in social enterprise research.
Social enterprise has potential to
play an impactful role in the national
economy. For example, in the United
Kingdom, a global pioneer in social
enterprise, there are a total of 70,000
social enterprises which collectively
contributed £24 billion to the economy
(1.3% GDP) and employed nearly one
million people (3% of total labor force)
in 2016 (Social Enterprise UK, 2017).
The forms of social enterprises varies around the world. In United Kingdom, approximately 39% of social enterprises were Company Limited by
Guarantee, followed by Community
Interest Company at 22%, then Company Limited by Shares at 16%, and
finally Industrial and Provident Society at 9%. The Charitable Incorporated
Organization occupied about 1% of
social enterprises in the United Kingdom (Social Enterprise UK, 2017). In
Japan, almost half of all social enterprises or 47% were nonprofit organizations, followed by Joint-stock corporations at 21%, sole proprietorships at
11%, and finally unions at 11% in 2011.
The composition of social enterprise
registration is demonstrated to be
quite different in the Philippines
wherein the dominant form of social
enterprise were cooperatives and associations at 93% and the less common
types were microfinance institutions at
2% and nonprofit and private enterprises at 5% (The Japan Research Institute, 2016). In China, as of 2016, the
majority of social enterprises or 53%
were limited liability companies, followed by private non-enterprise units
at 33%, with less common forms of
social enterprise of sole proprietorships or partnership enterprises at 3%,
social organizations at 3%, and foundations at 2% (SEFORIS, 2016).
The social causes that social enterprises work on vary by country as
well. In the United Kingdom, the most

popular focus sector is in retail at 16%,
followed by business support at 13%,
education at 11%, creative industries at
9%, employment and skills at 8%,
health care at 8%, social care at 8%,
culture and leisure at 7%, and environmental awareness at 7%. In Japan, the
majority of social enterprises are concerned with regional revitalization and
community building at 32%, followed
by environment at 15%, HR development at 12%, and education and childcare at 10%. In South Korea, a vast majority of 70% of social enterprises are
concerned with job creation whereas
9% are concerned with social services
and community issues. About 41% of
social enterprises in Singapore focus
on financing and credit facilities, 15%
focus on business support services,
10% focus on educational causes, and
another 10% focus on food and beverage. In Thailand, 64% of social enterprises were concerned with community livelihood, 10% with disadvantaged
groups, 8% with environment, and 7%
with education (Social Enterprise UK,
2017; The Japan Research Institute,
2016).
In 2015, the SEFORÏS consortium
surveyed over 1,000 social enterprises
in Hungary, Romania, Spain, Portugal,
Germany, Sweden, the United Kingdom, Russia and China. This is one of
the world’s largest and most rigorous
panel database on social enterprises
(SEFORIS, 2016). In terms of the ages
of CEOs of surveyed social enterprises,
the highest average CEO age was in
United Kingdom, 51, followed by
Hungary and Spain, both at 48, Portugal and Germany, 46, Sweden, 44, Romania, 43, Russia, 39, and China, 34. In
general, CEOs of social enterprises
according to the survey tend to be well
educated. Most CEOs hold at least a
bachelor’s degree, while the percentages of CEOs with a master’s degree or
higher were very high in Germany
(78%), Russia (76%), Hungary (42%),
Spain (40%), Portugal (38%), and Chi-
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na (37%) (SEFORIS, 2016).
With respect to organizational
goals ranked from 1 to 5, the surveyed
social enterprises ranked very high on
social focus with a mean of 3.9 ranging
from 3 in Romania to 4.5 in Sweden.
The average economic focus score was
3.1, ranging from 2.5 in Portugal to 4 in
Russia. The average geographic and
social change focus (1 local focus, 5
international focus) was 3.1 as well,
ranging from 4 in Germany and Romania to 2.5 in the United Kingdom and
China. In 8 out of 9 surveyed countries, the main industrial sectors that
social enterprises engage with are
business activities and services, community and social services, education,
and health and social work. In Romania, the top sectors included industry,
construction, and extractive industries
(SEFORIS, 2016).
With respect to operational model, the fee-for service/product model
has emerged as a dominant model in
most of the surveyed countries. About
93% of social enterprises in China
adopted this model, followed by United Kingdom, 91%, Spain, 82%, Portugal, 81%, Russia, 78%, and Germany%,
67%. In Sweden and Hungary, the
main operational model was the service-subsidization model, 64% and
49% respectively. The employment
model was popular in Romania, 38%,
and Sweden, 26%, while the cooperative model was one of top operational
models in Hungary and Romania, 40%
and 18%, respectively. Social enterprises tend to exhibit high alignment between revenue-generation and social
impact activities, and this holds true
across all surveyed countries. The average score in this respect was 4 on the
5 point scale, ranging from 3.7 in Hungary to 4.1 in China and Germany
(SEFORIS, 2016).
Regarding entrepreneurial orientation of social enterprises, measured via
five dimensions in the survey
(innovation, experimentation, proac-

tiveness, risk-taking and competitive
aggressiveness) and measured on a 7
point scale, the SEFORIS survey
showed that social enterprises scored
highest in proactiveness, 5.36, followed
by experimentation, 4.79, risk-taking,
4.01, innovation, 3.92, and competitive
aggressiveness, 3.01. The high score
attributed to the proactiveness dimension demonstrates that social enterprises take an active role in introducing
new services or products into the market rather than opting to wait-and-see
what happens, particularly for social
enterprises in China and Portugal, 5.6.
The score of the innovation dimension
was varied across countries, though
social enterprises in China and Russia
have been relatively more engaged in
launching innovations, 4.7 and 4.6 respectively, compared to their counterparts in the European countries, such
as in Germany, Hungary, Sweden, and
United Kingdom, all with a score of
3.7, and in Romania, 3.3. The competitive aggressiveness was also high in
China, 3.8, and Hungary and United
Kingdom, both at 3.5. The total entrepreneurial orientation score was 21.09
across countries, ranging from 22.5 in
China to 19.7 in Romania (SEFORIS,
2016).
For sources of financing, fees and
sales were the most important source,
54.28%, followed by grants, 27.11%,
donations, 5.96%, and investment,
4.61%. The distributions of sources
vary substantially across countries.
Source of fees and sales ranged from
74.5% in Spain to 28.5% in Romania.
Grants ranged from 36.2% in Sweden
to 18.9% in China, and donations
ranged from 12.1% in Romania to 1.7%
in Hungary. Investment ranged from
21% in China to 0.6% in Spain
(SEFORIS, 2016). European social enterprises have meanwhile exhibited a
heavy reliance on the public sector for
revenue streams. In a study conducted
by the European Commission, it was
found that public sector funding domi-

nates the revenue streams of social
enterprises, largely due to their organization’s missions which often concern
areas like work integration and the
provision of social and welfare services. For example, an estimated 45%
of social enterprises in Italy have public bodies as their main clients. In the
UK, 52% of social enterprises derived
some income from the public sector
(European Commission, 2015). Social
enterprises In the UK also earn a high
percentage of income from market.
According to the 2017 State of Social
Enterprise Survey, a report released
annually by Social Enterprise UK, 74%
of social enterprises in the UK earn at
least 75% of their earnings from commercial endeavors. The report also
stated that 71% of UK social enterprises have either earned a profit or broke
even, nearly half of UK social enterprises (45%) employ disadvantaged
groups, and 78% provide a living wage
to these employees (Social Enterprise
UK, 2017). Social enterprises in Czech
Republic, Finland, and Italy also had
earned more than 50% of their income,
while social enterprises in Austria, Belgium, and Poland earned between 35%
and 50% and social enterprises in Hungary, Ireland, and Slovakia earned
even less at 35% (European Commission, 2015).
For total revenue in 2014, the United Kingdom has the highest percentage of social enterprises with a revenue of more than 1 million EUR,
55.5%, followed by Portugal, 44%,
Spain, 43%, and Germany, 41%. In contrast, China and Russia have high percentages of social enterprises have revenues below 80,000 EUR, 52% and
59%, respectively. The majority of the
surveyed social enterprises have experienced revenue growths between 2013
and 2014. In particularly, 42% of social
enterprises in China have experienced
a revenue growth of 40% or more, followed Russian social enterprises, 31%,
and Swedish social enterprises, 30%. In
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contrast, 13% of social enterprises in
Romania experienced a revenue decline of more than 20%, followed by
the social enterprises in Hungary, 11%,
United Kingdom, 10%, and Russia, 9%
(SEFORIS, 2016).
In terms of labor force, the majority of surveyed social enterprises were
micro enterprises, with less than 10 full
-time employee, except for those in
Portugal, Spain, and United Kingdom.
42% of surveyed social enterprises had
10-49 employees whereas in Portugal
34% and in Spain 27% of social enterprises had this number of employees.
Moreover, 23% of the surveyed social
enterprises had more than 50 full-time
employees, whereas only 32% of Portuguese and 27% of Spanish social enterprises had more than 50 full time
employees. On the other hand, most of
surveyed social enterprises did not
rely on volunteers. The percentage of
social enterprises that have zero or
fewer than 10 volunteers varies between 71% in Spain and 94% in Russia
(SEFORIS, 2016).
About 65% of surveyed social enterprises reportedly track their social
performance, ranging from 97% in Portugal to 48% in Spain. The most widely
used social performance indicator is
the number of beneficiaries or clients
served/attended, particularly in China,
82%, and Portugal, 65%. Other frequently used measures include number of projects, services, or products
provided to clients, number of people
empowered, and client satisfaction
(SEFORIS, 2016).
Regarding collaboration, about
half of surveyed social enterprises collaborated with charity and nonprofits,
ranging from 74% in Hungary to 20%
in Romania. About 44% of social enterprises collaborated with commercial
business, ranging from 74% in Russia
to 8% in Romania. Collaboration with
local government is also important, as
showed in 52% of social enterprises in
Portugal, and 44% in Sweden. In

Spain, about 58% of social enterprises
report working with other domestic
social enterprises, followed by the
United Kingdom, 52%, and Germany,
35%. Overall, collaboration rates were
high in most of the surveyed countries,
except for Romania. A substantial proportion of social enterprises were seen
to be involved in policy suggestion to
government, particularly concerning
the government promotion and support of social enterprises. Leading this
involvement is the United Kingdom at
52%, followed by Hungary, 46%, Germany, 38%, China, 27%, Spain, 26%,
and Portugal, 25%. About 28% of social enterprises in China have engaged
with policy suggestions regarding the
special legal status for social enterprises (SEFORIS, 2016).

Barriers and Constraints
Although the development of social enterprise has been substantial in
the last two decades, social enterprises
around the world continue to face barriers and constraints that limit their
expansion. The European Commission
has conducted comprehensive research
and has identified the following barriers in European countries (European
Commission, 2015):
■ Poor understanding of the concept of social enterprise: Understanding of the concept of a social enterprise
by the majority of stakeholders, such
as policy makers, government officials,
the general public, investors, partners
and prospective customers, was seen
as low. For example, in some countries, the public associates the term
‘social enterprise’ with the activities of
charities or social services, and not
entrepreneurship. Poor understanding
of social enterprises affects the growth
and financing prospects and also has
negative effects on development of
relations with potential customers.
■ Lack of specialist business development services and support: The service and support needs of social enter-

prises are similar to those of mainstream businesses, but social enterprises have specific features such as their
dual missions and unique clients that
create compounded needs and require
tailored solutions. Specialist support
for social enterprises, such as incubators and mentoring schemes, are largely limited and fragmented or even
completely absent.
■ Lack of supportive legislative
frameworks: Although 18 countries
have passed federal legislation related
to social enterprises, lack of legal
recognition in many countries makes it
difficult for authorities to design support and fiscal incentives for social
enterprises.
■ Access to markets and finance:
Current public procurement practices
such as large contract sizes, and prequalification requirements, and payment delays all make it difficult for
social enterprises to effectively compete in public procurement markets. In
addition, conventional investors and
lenders do not typically understand
the dual missions and hybrid business
models of social enterprises. Thus, social enterprises have difficulty accessing finance from external and conventional sources.
■ Absence of common mechanisms
for measuring impact: Methodologies
and practices for measuring or reporting the social impact of social enterprise is very limited. Subsequently,
there is a dearth of information on the
societal impact of these organizations
and there is a lack of awareness concerning the difference that social enterprise makes. The impact of social enterprises needs to be demonstrated for
the benefit of funders and clients. Development of a common social impact
measurement systems is imperative
and would enable social enterprises to
improve their accountability and to
draw interest from private investors to
general public.
In short, a lack of ecosystems for
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social enterprises in Europe is evident.
In Asia, the Japan Research Institute
also conducted research evaluating the
ecosystems of social enterprises in
Asia. It found that social enterprises in
South Korea and Singapore face challenges in fostering sustainability and
innovativeness even though both nations have developed relatively mature
ecosystems under strong government
leadership. In contrast, China and Japan have developed a more bottom‐up
ecosystem driven by the nonprofit sector. Due to political instability in Thailand and the Philippines, the governments has made poverty alleviation
efforts, but, intermediaries play unique
roles in further developing the still
nascent ecosystems (The Japan Research Institute, 2016).
Social enterprises also face external
and internal constraints. Economic cuts
in public spending, as is the case in
many countries, remains is a limitation
as public funds are a main income
source for social enterprises. Internal
constraints often involve a lack of viable business models, commercial insights, entrepreneurial spirit, and experiences managers and professionals,
particularly for social enterprises with
a traditional nonprofit origin
(European Commission, 2015).

nition to be too inclusive as it was in
Italy (European Commission, 2016).
Therefore, passing a legal definition
that satisfies all social enterprise needs
within a country is a major challenge,
even for countries that have alread y
passed a legal definition. For instance,
in the UK under the Blair administration a single, legal definition of social
enterprise was put forth to help identify social enterprises, but because this
definition was too broad subsequent
government reports on social enterprise produced very different estimates of the third sector’s size
(Defourney, Lars, & Pestoff, 2014). Additionally, in some cases, a legal definition of social enterprise might not be
worth the investment of government
resources. The Hong Kong government, which simply aims to use social
enterprise as a tool to create more jobs,
has found it more useful to set up advisory boards such as a the Social Enterprise Advisory Committee (SEAC)
while allowing unofficially recognized
social enterprises to register as private
corporations or non-profits (Public
Accounts Committee, 2014). With this
in mind, in future conferences concerning the growth of social enterprise, it
might be helpful to discuss and define
different legal routes unique to each
country’s situation.
Discussion and Conclusion
For the most part, social enterprise
With respect to legal framework,
is
a
relatively
new concept throughout
precisely conjuring legal definitions of
the
globe.
Although
there has been
social enterprise can prove a difficult
process for many countries, including substantial development in Europe,
those for which the concept of a social social enterprise is not yet a mainstream concept in the public mind in
enterprise has existed for a long time
North America and Asia (Cooney,
(European Commision, 2015 & 2016;
Koushyar, Lee, & Murray, 2014; The
Americans for Community Development, n.d.; O’Connor, 2014). Social en- Japan Research Institute, 2016). In adterprises may exist under a variegated dition, social enterprises around the
number of business models and oper- world face barriers and constraints,
ate in multiple industries, and so a sin- even when they exist in countries with
gle definition of social enterprise might legal statuses of social enterprises.
exclude what would otherwise qualify Therefore, nations that embrace the
concepts of social enterprise have to
as a social enterprise. On the other
hand, it is also possible for a legal defi- build a comprehensive ecosystem of
supporting social enterprises. Europe-

an Commission constructs a policy
framework for a supporting ecosystem
for social enterprises as shown in Figure 2 (European Commission, 2015).
The ecosystem includes support of
legal and certificate systems, specialist
business development and support,
network and mutual support, social
investment market, and impact measuring and reporting system. The features of the system enable social enterprises to overcome barriers and constraints to growth. Among social enterprises in 28 EU Member States and
Switzerland, only seven countries
(Bulgaria, France, Italy, Luxembourg,
Slovenia, Sweden, and United Kingdom) have a policy framework in place
to encourage and support the development of social enterprises (European
Commission, 2015).
In considering the constrained
budgets of world governments, and
especially in the aftermath effects of
the 2008 Financial Crisis as well as the
2010 Euro Crisis, social enterprise posits an alternative solution to filling social needs in ways that the government
cannot. Although the social enterprise
sector faces substantial challenges, especially due to the widespread lack of
supportive ecosystems, social enterprises still possess the ability to focus
on critical societal issues not yet addressed or solved by government programs due to resource constraints. As
seen earlier in this paper, there are also
a diverse array of industries for which
social enterprises can make an impact,
including business, health care, education, social services and more. While
government programs must undergo
political and bureaucratic processes,
social enterprises are swifter and more
flexible in terms of their ability to focus
on and develop experience in their
targeted social problem. Additionally,
since it is not uncommon for social
enterprises to provide job opportunities and living wages to the disadvantaged, social enterprises may also help
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fill in specific gaps of unemployment
in ways that the government cannot,
such as in the United Kingdom and
Finland.
Admittedly, given the current internal and external institutional barriers, it is unlikely that social enterprises
will become a mainstream solution to
social problems on a global scale within the next few decades. As nations
across the globe continue to successfully experiment with and grow the social
enterprise sector, it is likely that more
supportive ecosystems will develop,
which can bolster social enterprise in
the long run. Countries that have experienced previous success with social
enterprise, like the United Kingdom,
may serve as a model exemplifying
how an increased role of social enterprise would impact economic and societal structures. The diverse trends in
social enterprise policy throughout
different of the globe, such as the government support efforts in Europe as
opposed to the bottom-top development in China and Japan, might also
lead to global differences in the way
social enterprise is perceived and managed. Nevertheless, at current moment
social enterprise is certainly a powerful tool in solving social issues that
will not disappear anytime soon.
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Figure 1: Three dimensions of a Social Enterprise

Source: Figure 1.1. European Commission, 2015.
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Table 1: Global Legal Recognition of Social Enterprise

Country
Italy
Belgium
Spain
Greece

Portugal
France

Year and Law (Regulation) Passed
1991: Law 381 on Social Cooperatives
2006: Law 155 on Social Enterprises
2016: Law 106 on Reform of the Third Sector
1995: Social Purpose Company Law
1999: Law 27 on Social Initiative Co-operative
2007: Law 44 on Social Intergration
2013: Law 1 on Special Employment Centres
1999: Law 2716 on Social Co-operatives Enterprises
2011: Law 4019 on Limited Liability Social Co-operatives
1999: Law 51/95 on Social Solidarity Cooperative Law

Finland

2001: Law on Societe Co-operative d’interet collectif (SCIC)
2014: Law on Social and Solidarity Economy
2003: Act 1361 on Social Enterprise

Lithuania

2004: Law on Social Enterprises (last amended in 2011)

Slovakia

2004: Act 5 on Employment Services

United Kingdom

2005: Community Interest Company Regulations

Hungary

2006: Act X on Social Co-operatives

Poland

2006: Act 94 on Social Cooperatives

South Korea

2007: Social Enterprise Promotion Act

United States
of America (in 9
states)

Slovenia

2008: Vermont, Tit. 11 Ch. 21, Act on Low-Profit Limited Liability Companies,
L3Cs
2008: Michigan, Sec. 450.4101, Act on L3Cs
2009: Illinois, 805 ILCS 180, Act on L3Cs
2009: Utah, Tit. 48, Ch. 02c, Act on L3Cs
2009: Wyoming, Tit. 17, Ch. 15, Act on L3Cs
2010: Louisiana, HB1421/Act 417, Act on L3Cs
2010: Maine, H819, Act on L3Cs
2010: North Carolina, H769/SB308, Act on L3Cs (Abolished in 2014)
2011: Rhode Island, H5279, Act on L3Cs
2011: Act on Social Entrepreneurship

Croatia

2011: Act 34/11, 125/13 on Social Enterprises under Co-operatives

Czech Republic

2012: Act 90 on Social Co-operatives under Commercial Corporations

Canada (in British
Columbia and Nova
Scottia only)
Ireland

2012: Nova Scotia, c.34, s. 3, Community Interest Companies (CIC) Act
2013: British Columbia, Reg. 63,Community Contribution Company (C3) Regulation
2013: Forfas national operational definition

Denmark

2014: Law 711 on Registered Social Enterprise

Sources: Europe: European Commission, 2015 & 2016. South Korea: Korea Social Enterprise Promotion Agency, n.d.,
USA: Americans for Community Development, n.d.. Canada: O’Connor, 2014.
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Table 2: Prevalence of Social Enterprise Around the World

Country

Number of Social Enterprise by EU (EU) definition or National Estimates (NE)

Austria

750 (EU, 2013)

Belgium

Between 737 and 2000 (NE, 2013)

Bulgaria

200-430 (EU, 2014); 46-5,000 (NE, 2014)

China

>100 (NE, 2015)

Croatia

100-200 (EU, 2013); 40 (NE, 2013)

Czech Republic

250-300 (EU, 2013); 283 (NE, 2013)

Denmark

292 (EU & NE, 2012)

Estonia

300 (EU, 2012); 400-450 (NE, 2012)

Finland

2500 (EU, 2009); 5000-13000 (NE, 2011)

France

6000-28000 (EU, 2013)

Germany

40000-70000 (EU, 2013)

Greece

225-325 (EU, 2014); 57,800 (NE, 2012)

Hungary

3,000 (EU, 2013)

Ireland

520 (EU, 2009); 1,420 (NE, 2009)

Italy

40,000 (EU, 2013); 19,000 (NE, 2013)

Japan

205,000 (NE, 2014)

Lithuania

133 (NE, 2014)

Luxembourg

200-300 (EU, 2014); 200-3000 (NE, 2014)

Malta

25-50 (EU, 2013); 750 (NE, 2012)

Netherlands

4,000-5,000 (NE, 2010)

Philippines

30,000 (NE, 2013)

Poland

5,200 (EU, 2012)

Portugal

5,000 (EU, 2014); 55,000 (NE, 2013)

Romania

5,600 (EU, 2012); 39,347 (NE, 2012)

Singapore

200 (NE, 2013)

Slovenia

900 (EU, 2013); 46(NE, 2014)

Slovakia

900 (EU, 2013); 94(NE, 2014)

South Korea

1,475 (NE, 2015)

Spain

8,500 (EU, 2012); 44,500 (NE, 2013)

Thailand

1,000 (NE, 2015)

United Kingdom

9,500-71,000(EU, 2014); 284,000 (NE, 2012)

United States

2,000 (NE, 2014)

Source: Europe: European Commission, 2015. Asia: The Japan Research Institute, 2016, SEFORIS, 2016 ; USA:
Cooney, Koushyar, Lee, & Murray, 2014.
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Figure 2: A Support Ecosystem for Social Enterprise

Sources: European Commission, 2015.
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