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New Challenges

Demographic and economic shifts over the past few decades have

brought about significant changes in the social needs of the

population. A few examples:

 increase in life expectancy = new ways to care for the elderly

 more women entered the workforce = need of child care

 more mobility among countries = economic and social integration of

migrants

 knowledge-based economy = improvement of the education systems



New Responses

The new types of responses needed today have come in some cases

from the public sector or from private businesses, but some of the

most relevant innovations came from civil society and social

economy organizations, and in some cases from entirely new

organizational forms and institutional arrangements, combining a

social and an entrepreneurial dimension, but resorting to different.



Public Sector

 Difficulties generated by growing fiscal constraints

 Challenge of meeting diversified needs with standardized services

=
Crisis of the traditional model dominated by State

intervention



Private Sector

 Privatization driven by profit maximisation

=
Growing imbalance between the demand and supply of

services of general interest, especially in key areas of

health, education, and social services. Growth of social

inequalities.



The Crisis of a Model

The economic crisis that started in the second half of the last decade

has made it clear that the tools that the traditional welfare model has

relied on for decades in order to generate social cohesion started to

show their limitations, as well as the presumed alternatives

conceived in terms of a privatization driven by the principle of profit

maximisation.

Widespread perception of:

• decrease of social mobility

• deterioration of quality of life for large sectors of the society

• loss of social cohesion



Something to fix

The difficulties facing traditional models essentially based on only two actors

(the market and the state) motivate the search for new approaches.

The rise of the attention paid to the concept of social innovation is related to

this search of viable alternatives.

But the definition of social innovation prevailing in the European debate is

still too large and vague:

The Bureau of European Policy Advisors (BEPA), in a document commissioned by the

European Commission, defines social innovations as “new ideas (products, services,

and models) that simultaneously meet social needs (more effectively than alternatives)

and create new social relationships or collaborations” (BEPA 2010).
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A different approach

•The attempt to organize a response to the current challenges is taking place

also outside the traditional structures, exploring less hierarchical and more

participatory forms.

•The cultural climate in which this part of the European society is living is

calling into question the separation between individual morality and social

order which has accompanied and fuelled economic growth over the past

few decades.

•A new sensitivity and attention to social issues seems to be taking hold and

increasingly characterizing people’s behaviour, specially among younger

generations which express the desire for a more open, active and

responsible society (which is also less centralized and less dependent on

traditional organizational forms).





The European social tradition

•The European social model has always been characterized by the

prominent role played by a variety of organizations that differ both from

private corporations and from public institutions.

•These organizations have been active in Europe for close to two centuries,

and have been regulated in many countries through specific legal forms

(including primarily the cooperative, the mutual, the association and the

foundation).

•The label that is used, in the tradition of many European countries and

recently also by the European Union, to refer to these organization is the

social economy – a term that stresses the special attention that these

organizations pay to the social consequences of their activities, more than to

the profit maximisation, and their participative and democratic governance

structures.



The pursuit of member and community interest

What all these social economy organizations share and what sets them apart

from conventional enterprises is the overall aim of their activities, which does

not emphasize the pursuit of profit. In fact, the main goals pursued include

both the provision of goods and services (including employment

opportunities) to their members and the pursuit of community interest goals

(i.e. activities that benefit society at large like the provision of general interest

services).

Another characteristic shared by most social economy organizations is their

ownership structure (ownership rights assigned to stakeholders other than

investors), and the emphasis on stakeholder involvement and participation

(stakeholders can include workers, customers, or even volunteers, as many

social economy organizations are characterized by a significant participation

of volunteers).



Social Economy in Europe

This growth is partly dependent from the rise in recent years of

new organizational forms, in addition to the four “traditional”

ones (the cooperative, the mutual, the association and the

foundation).

• 14,5 million paid employees (6,5% of EU-27 working population).

• From 11 million (2002-03) to 14,5 million (2009-10) in 7 years.

• 14,5 million paid employees (6,5% of EU-27 working population).

• From 11 million (2002-03) to 14,5 million (2009-10) in 7 years.



The Emergence of Social Enterprise in Europe

Social enterprises have emerged in recent years as a new and very

significant phenomenon .

The social enterprise here is seen as:

“an operator in the social economy whose main objective is to have a social impact

rather than make a profit for their owners or shareholders. It operates by providing

goods and services for the market in an entrepreneurial and innovative fashion and

uses its profits primarily to achieve social objectives. It is managed in an open and

responsible manner and, in particular, involve employees, consumers and

stakeholders affected by its commercial activities” (EC Communication on the Social

Business Initiative, SEC[2011] 1278).





The Concept of Social Enterprise

1. The concept of social enterprise overlaps with the traditional social 

economy organizations and cuts across legal forms, as an entity that 

operates as a social enterprise might choose to be registered as an 

association, cooperative, charity etc., or as one of the specific forms set 

up in recent years under national legislation (Borzaga and Galera, 2009).

2. What distinguishes social enterprises from traditional associations or 

charities is the fact that social enterprises earn a substantial proportion 

(at least 50%) of their income through trading (both with private and 

public sector), rather than being dependent on grants or donations.

3. And what distinguishes social enterprises from conventional enterprises 

in that they have a primary social purpose. An indicator of this social 

purpose is that the majority of any profits are reinvested or otherwise 

used to achieve the social mission of the enterprise (Bacchiega and 

Borzaga, 2001). 



Mapping the fields of activity of Social Enterprises in Europe (the SELUSI project, funded through the 

7th Framework Programme of the European Commission, studies the market behaviours and 

organizational design decisions of over 800 social enterprises throughout Europe).



The Case of Italian Social Cooperatives

1. 1970s: the first SEs were set up in Italy by citizens acting mainly as 

volunteers to fill the gap between the limited public supply of and growing 

demand for social services.

2. Most set up through the cooperative form since:

• Coops in Italy were and are ruled as quasi-nonprofit organizations (distribution constraint 
- asset lock principle; democratic governance structure ).

• Other not-for-profit legal forms (association and foundation) were not allowed to manage 

economic activities as their primary function.

3. With the support of part of the cooperative movement these new coops 

were able to put in place an organisational structure at the national and 

local level. Networking was a very important tool, allowing the 

achievement of better outcomes.



Law 381/1991

In 1991 Italian Law 381 recognized these new cooperatives as social 
cooperatives, introducing:

• SCs providing social, health, educational services (type A);

• SCs engaged in work integration of disadvantaged workers (type B). 
They can engage in any commercial activity; disadvantaged workers 
must represent 30% of the paid labour).



The Model of Italian Social Cooperatives

• Private autonomous organizations, directly founded and 
managed by groups of citizens.

• With an entrepreneurial nature.

• Aimed at pursuing the “general interest of the community and 
the social inclusion of citizens”.

• Owned by one or more categories of stakeholders: workers, 
volunteers, or users (Thomas, 2004).

• With a partial nonprofit distribution constraint (Hansmann, 1996).

• Providing social, educational and work integration services.



Extraordinary Growth after Law’s Approval

Year of registration N. %

Up to 1992 2,751 19.7

1993–1997 1,843 13.2

1998–2002 3,273 23.5

2003–2007 5,005 35.9

2008 1,059 7.6

Total 13,931 100.0



Some Figures

2003 2005 2008

Number 5,515 7,363 13,931

Paid workforce 189,134 244,233 320,000

Disadvantaged workers 23,587 30,141 40,000

Users 2,403,245 3,302,551 5,000,000

Turnover 4,826 mio € 6,381 mio € 9,000 mio €



A-Type Social Coops: Services Supplied (2005)



B-Type Social Coops: Disadvantaged People Employed



Some Reasons of the Growth

• The bottom-up push by the civil society in order to provide social services 
not or insufficiently provided by public authorities, and to identify new fields 
of activity.

• A prevailing multi-stakeholder model of governance: 69.7% involve diverse 
classes of stakeholders in their memberships; 34% include more classes of 
stakeholders on their boards.

• A strong support structure created by SEs themselves (national umbrella 
organizations, local consortia providing shared services).

• A simple and clear law.

• The decentralization of many social services, through the contracting out 
and the creation of new markets.

• Beneficial tax arrangements (retained profits not taxed, disadvantaged 
workers exempted from social security contribution).



SC spreading out across Europe
 

Country	 Legal forms used	 Law/Year	 Activities	
Italy	 Social cooperative	 381/1991	 Social services  

(a-type) 

Work integration (b-type)	
Spain	 Social cooperative 

societies  
 

Labour integration 
cooperative societies	

National law 27/1999 

and regional laws in 
12 autonomous 

regions (1993-2003)	

Assistance services in the 

fields of health, education, 
culture or any activity of a 

social nature 
Work-integration	

Portugal	 Social Solidarity 
cooperatives	

Co-operative code 
(Law n° 51/96 of 7 

September 1996) and 
Legislative decree n° 

7/98 of 15 January 
1998 	

Work-integration of 
vulnerable groups	

Poland	 Social cooperative	 Law on Social 

Cooperatives 2006	

Work integration of a wide 

category of disadvantaged 
workers	

Hungary	 Social cooperative	 Law 2006. X.	

 	

Create work opportunities 

and facilitate the 
improvement of other social 

needs of its disadvantaged 

members	

Greece	 Social cooperative	 Law 4019/30-9-2011 

on “Social Economy 
and Social 
enterprises”.	

Engagement in three fields: 

i) work integration; ii) 
social care; iii) provision of 
services that satisfy 

collective needs/local 
development	

 
 



From SC to SE

The growth experienced by social coops and other types of non-profit 
organizations progressively evidenced that:

• SEs are also suited to provide community services other than social ones;

• the cooperative form is no suitable to manage some of these new activities 
(legal boundaries: SCs are not allowed to operate in all sectors of activity).

Starting from the late 90s introduction of a more general legal 
framework on Social Enterprise, that:

• allows the establishment of SEs through a plurality of legal forms (association, 
foundation, cooperative, shareholder company);

• enlarges the set of activities of SEs.



Table 1 Social enterprise qualification via cooperative form 
 

Country	 Legal forms used	 Law/Year	 Activities	

Italy	 Social cooperative	 381/1991	 Social services  

(a-type) 

Work integration (b-type)	

Spain	 Social cooperative 

societies  

 

Labour integration 

cooperative societies	

National law 27/1999 

and regional laws in 

12 autonomous 

regions (1993-2003)	

Assistance services in the 

fields of health, education, 

culture or any activity of a 

social nature 

Work-integration	

Portugal	 Social Solidarity 

cooperatives	

Co-operative code 

(Law n° 51/96 of 7 
September 1996) and 

Legislative decree n° 

7/98 of 15 January 

1998 	

Work-integration of 

vulnerable groups	

Poland	 Social cooperative	 Law on Social 

Cooperatives 2006	

Work integration of a wide 

category of disadvantaged 

workers	

Hungary	 Social cooperative	 Law 2006. X.	

 	

Create work opportunities 

and facilitate the 

improvement of other social 

needs of its disadvantaged 

members	

Greece	 Social cooperative	 Law 4019/30-9-2011 

on “Social Economy 

and Social 

enterprises”.	

Engagement in three fields: 

i) work integration; ii) 

social care; iii) provision of 

services that satisfy 
collective needs/local 

development	

 
 

Table 2 Social enterprise qualification for various legal forms 
 

Country	 Legal forms 

used	

Definition of social aim	

Belgium  

Law of 13 April 

1995	

Limited 

company; 

Limited liability 

cooperative 

society; Private 

limited liability 

society 

	

Activities that are aimed at pursuing a social goal. 

What constitutes a social goal results from 

constitutive elements foreseen by the legislation.	

Italy  
Law n. 118 of 13 

June 2005	

Associations; 
Foundations; Co-

operatives; 

For-profit 

enterprises	

Production or exchanges of services in the sectors of 
social and health assistance, education and training, 

environmental protection, social tourism, cultural 

services or work integration of disadvantaged 

persons independently from the field of activity of 

the enterprise	

United Kingdom 

Community 

Interest 
Company 

regulations 2005 

	

Enterprises 

regulated by 

Companies Act of 
1985	

Wide range of activities that correspond to the needs 

of communities. Social definition assessed by the 

Regulator	

France 

Law of 17 July 

2001 

	

General-interest 

cooperative 

societies	

Production or provision of goods and services of 

collective interest	

Slovenia 

Law on Social 

Entrepreneurship 

2011	

Legal persons 

without a profit 

goal (cooperative 

enterprises, 

share-holder 

companies, 

zavods 

(institutes), 

companies for 
disabled, 

associations and 

foundations.  

	

Provision of a wide set of services listed by the law	

Finland Law n. 

1351/2003	

Social enterprise 

(All enterprises 

regardless of 

their legal form 

and ownership 

structure)	

Work integration of people with disabilities and long-

term unemployed	

 

 



SC/SE Development Patterns

Institutionalization
Italy

UK

Italy

UK

Spain

Gradual consolidation Italy

Sweden Sweden

Greece

Hungary

Progressive emergence Italy

Sweden

Spain

Germany

Spain

Hungary
Greece

Germany 
Rumania

Bulgaria

Embryonic social enterprise 

initiatives
Italy Sweden

Spain

UK

Rumania

Bulgaria

Hungary

Germany

Greece

Rumania

Bulgaria

1970s 1980s 1990s 2000s 2010s



Resilience During The Crisis

• In Italy social co-ops increased in 2009 to 324 units and in 2010 to 98 units, 

and they registered in 2011 a decrease of 31 units. By contrast, the number 

of people employed in social cooperatives increased by 17.8% in the period 

2006–2011, while total employment in Italy declined by 1.2% (Censis, 

2012).

• In France the social economy (which accounts for 9,9% of all salaried 

employment) has created 18% of all new jobs between 2006 and 2008. 

Between 2008 and 2009, employment in the social economy has increased 

by 2,9%, compared with a fall of 1,6% in the rest of the private sector and of 

4,2% in the public sector (Fauer, 2012).

• An European survey (Roelants, Dovgan, Eum, & Terrasi, 2012) shows that 

the reaction of cooperatives is better than the reaction of other business 

models especially in countries with a long cooperative tradition and where 

these organizations are strongly rooted in the community.



Resilience During The Crisis

The data shows an increase in turnover and investments as well. 

Overall in the 2008-2011 period the value of production of Italian cooperatives 

increased by 8.2% and investments increased by 10.6%. 

Also, a comparison of data on growth in value added between cooperatives 

and shareholder companies between 2006 and 2010 reveals that this indicator 

has grown in cooperatives four times more than in shareholder companies 

(+24.7% vs. +6.5%). 

Over the same time span, the incomes of workers in cooperatives increate by 

29,5% (vs. 12,7% in shareholder companies).







A Source of Social Innovation

• SCs/SEs challenge the conventional conception of enterprise (from profit 

maximization to collective problem solving) and change the conception of 

social services (from activities with mainly redistributive purposes to 

activities based on entrepreneurial principles).

• SCs/SEs, introducing new services to satisfy new needs, innovate the 

production process, replacing bureaucratic and hierarchical forms with 

participatory ones, involving volunteers, workers, and users in governance 

(multi-stakeholder model).

• SCs/SEs have managed to develop a new model of relations with their 

workers:

• based on a pluralistic mix of incentives, both extrinsic and intrinsic;

• able to select workers that share the mission;

• characterized by a high level of effort even in the absence of strict control.



A Specific Meaning of Social Innovation

SCs/SEs are one of the most concrete and effective examples of social 

innovation.

Indeed, we refer here to social innovation as a concept that does not only 

reside in the goals, motivations and targeted sectors of a new kind of activity, 

but also (or mainly) depend on the nature of the subjects who are producing 

socially innovative goods and services. 

From this point of view what is more relevant in the concept of social innovation 

– and therefore has more power as change-making factor - is not just the 

creation of a business that delivers a positive social or environmental impact, 

but rather the mobilization of a new entrepreneurial capacity emerging from the 

society, through innovative institutional forms like social enterprises or social 

cooperatives. 



29

Thank you for your attention.
gianluca.salvatori@euricse.eu


