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Abstract: The present paper is focused on the development of social entrepreneurship
and social enterprises in Bulgaria. The article presents a theoretical analysis of the legis-
lation that regulates the existence of social enterprises in the country. It outlines and de-
scribes the main aspects and effect of social enterprises activity at present.
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The concept of social economy has emerged for the last few dec-
ades. It is described as second economy which includes enterprises es-
tablished and acting primarily for achieving social goals but they can
also perform profitable economic activities. The main subject of social
economy is the social enterprise. These enterprises have the ability to
meet the needs of different groups of people in risk. This is why it is
necessary a more in-depth examination of the social enterprises in Bul-
garia. A serious examination will highlight the difference between Bul-
garian social enterprises and international ones and the activities that
need to be encouraged at national and local levels.

The purpose of this article is to highlight the importance of social
entrepreneurship for the positive social development of the country
and to outline the main features of social enterprises, as well as the
challenges their development faces.

The object of this study is the legislation which regulates the es-
tablishment and operation of social enterprises, and the enterprises
themselves as main actors in the social economy.
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The subject of the research are the different legal forms of operat-
ing of a social enterprise and its various activities.

The main hypothesis is that social enterprises in Bulgaria develop
according to Bulgarian law, traditions and socio-economic reality, but
do not differ significantly from social enterprises in the other European
countries.

1. Definition of key concepts — social economy,
social entrepreneurship, social enterprise

Entrepreneurship is a special type of activity which aims to gain

profit. In order to understand social entrepreneurship as a phenome-
non we need to understand other related concepts, such as social econ-
omy and social enterprise. This understanding is important in order to
be able to define the boundaries between entrepreneurship as an eco-
nomic activity and social entrepreneurship as a different concept, seek-
ing social effects.
Social economy refers to the third economy sector — located between
the private (business) sector and the public (government) sector. Only
a few decades ago scientists were convinced that market economy can
regulate itself and control the distribution of goods. At present many
researchers accept the idea that another type of organization should
also exist — one that should act as a mediator between the business and
the public sector. From a theoretical point of view it is difficult to per-
ceive the existence of an organization that combines economic and so-
cial objectives, but the practical development of such organizations
provokes the theory.

National concept for social economy in Bulgaria is published in
2012. According to this document social economy is a complex concept,
which focuses on the direct social impact of the activities of enterprises and/or
organizations that are formed with a social purpose and purposely organize
their activities in order to achieve such a result'.

1 HarmoHaHa KOHIIeNIs 3a corjuaada nkosoMuka, MTCII, Codus, 2011 1.
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Despite the different terms and definitions of the social economy, some
main characteristics can be outlined:
— Social aim is more important than the capital
— Voluntary and open membership
— Members right of democratic control
— Meeting the needs of the members and the general interest of the
activity
— Applying the principles of solidarity and responsibility one per-
son-one vote
— Self-management and independence of public authorities
— Distribution of surpluses and profits firstly for the social aim and
then in favor of the development the organization or equal ben-
efit of the members?.

On the basis of these key features different definitions of social
economyare built. In 1990 the European Commission accepted the fol-
lowing definition: Social economy includes independent of the state organi-
zations and enterprises that produce commercial and non-commercial services
with a social purpose, which are characterized by democratic participation to
their members, users and workers, based on solidarity between members and
do not distribute profits to shareholders®. In The National concept for social
economy in Bulgaria it is written that social economy is a part of the real
economy and at the same timea part of the civil society, in which the physical
and/or legal subjects, associations of volunteers or other organized entities are
doing business in public benefit, as almost or at all do not distribute profits but
reinvest them for social aims®*.

Social economy must not be confused with corporate social re-
sponsibility. The reason for this is the understanding that corporate so-
cial responsibility is increasingly oriented towards market perfor-
mance, i.e. investment in the human capital of the company resulting

2 ConmaaHata MKOHOMMKa B EBpornierickust cpios, Jokaas Ha MexXAyHapoJeH LIEHTBp 3a
n3caeABaHuss M yHGOpMaIMs 3a MyOAMYHATa MKOHOMUKA, COLMAJAHaTa MKOHOMMKA
1 IKOHOMMKaTa Ha Kooreparumnre, c. 16, 2007 r.

3 HapbyuHUK IT0 cCOIMaAHO IpeAnpueMadectso, capysxkenne CU/A, capyxenne 3 HET, c. 8.
4 Harmmonaana KOHIenus 3a coruaana nkonomumka, MTCIT, 2012 r.
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in financial returns in long term, which is actually shifting the social
objective to the financial ones.

Development of social economy is primarily local, not global.
When we talk about regular economy we have to take account of the
local market. In the case of social economy we can assume that the mar-
ket includes the demand and supply of social services and support.

In today’s world social economy is the one that brings democratic
values that promote active citizenship and personal approach to hu-
man problems. All social enterprises develop in this framework.

Social enterprise is the basic economic unit of the social economy.
This term is getting really popular in Europe. It consists of a wide range
of social services or different proceedings with a social purpose, pro-
vided outside of the public sector. This practice is leading to new and
specific hybrid forms that are engaged in business activities with a so-
cial purpose.

On one hand, Bulgarian law system describes the concept of en-
terprise as implementing various resources — human, material, finan-
cial, non-financial and others, with the aim of performing different
business activities. On other hand, social enterprise is described by
practitioners as business with leading social aims whose surpluses are rein-
vested back into the business or in the community, rather than being driven
by the need to maximize profit for the owners of capital or shareholders®.

Social enterprise is a collective concept that includes organizations
with various legal forms, but aims to highlight their participation in the
real economy with increased focus on achieving their social goals.
There are substantial differences between traditional business enter-
prises and social enterprises (Table 1).

5 HappuHux 110 conmaaHo npeampreMadectso, capyxkenue CUAA, capyxenne 3 HET,
c7.
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Table 1. Differences between social enterprises and traditional
business enterprises

Differences between social enterprises
and traditional business enterprises:

Social enterprise Traditional business enterprise
The main objective is to increase The main objective is to maximize
social benefits for the community the profit

Combines private

. Usesonly private resources
and public resources yP

The profits are reinvested The profit is distributed among
in the social enterprise the owners

Limited number of owners,
participation equal
to financial contribution

Collective management, based
on justice, one person — one vote

In the national concept for social entrepreneurship it is written
that social enterprises are run like business, produce goods and ser-
vices for the market economy, direct a part of their resources to the
pursuit of social and environmental aims. Social enterprises exist in
various forms and can be classified according to different criteria such
as size, legal form, the manner of funding, goals etc. The diversity of
existing social enterprises and policies of various countries, in their
terms, makes their brief and exhaustive enumeration impossible. Social
enterprises can be both sole traders (physical or legal bodies) and large
enterprises, civil associations, non-governmental organizations or mu-
nicipal enterprises financed by the municipal budget, providers of so-
cial services and manufacturers of various goods.

According to Bulgarian legislation, the following forms of social
enterprise are accepted:

— Non-profit organizations, associations and foundations, regis-
tered under the Law for non-profit legal enterprises.
— Micro, small and medium-sized enterprises
— Cooperatives and mutual societies.
Social enterprises in Bulgaria distribute their activities in the following
areas:
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— Provision of social services

- Providing jobs for people with disabilities and those in risk
— Mediation and support for finding jobs for people in risk

— Provision of health services

— Activities in the field of education®.

Social enterprise, social entrepreneurship and social entrepreneur
are all those that make up the complete picture of the social economy
not only in the whole world, but in each country as well.

The national concept for social economy defines social entrepre-
neurship as business that combines the capabilities of the market with
social aims, orientated towards people and their needs.

Social entrepreneurship means seeing a social problem and using
entrepreneurial approaches to organize, create and manage a social en-
terprise to achieve the desired change. Business entrepreneurs most of-
ten measure benefits through return of financial investments, but social
entrepreneurs take note to the positive consequences for the society.
Social entrepreneurship is often associated with the non-profit sector
and volunteering, but it is important to note that it differs significantly
from philanthropy.

Schwab Foundation defines social entrepreneurship as a term that
captures the unique approach to economic and social problems, an ap-
proach that builds links between sectors and disciplines; based on cer-
tain values and processes that are common to any social entrepreneur,
no matter if its focus is education, health, environment, economic de-
velopment, agriculture, etc. and whether the organizations that it cre-
ates are commercial or non-profit’.

Social entrepreneurship has the potential to affect positively the
development of various institutions. The development of entrepre-
neurship in the social sphere stimulates competition, which leads to the
supply of better quality and adequate services. It is a mechanism for
solving problems in society. Social entrepreneurship is not an aim for

®AHaAu3 Ha COLIAAHOTO ITpearrpreMadectso B Brarapirst, Capyxenne 3unanue — /losey, c. 15.
7 www.schwabfound.org
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itself, it does not arise because of the financial benefit, but to satisfy a
specific imbalance in the specific sphere of public life in a specific place.

2. Regulation and institutionalization of social entrepreneurship
in Bulgaria

The development of social enterprises in Bulgaria is promoted by
several strategic law changes. The first of these laws was adopted in
2001. It is the Law for non-profit legal enterprises, which creates a legal
framework for the establishment of non-profit organizations such as
associations and foundations. At the beginning of 2003 some changes
were made in the Law for social care and they gave municipalities the
right to outsource social services provision to non-governmental or-
ganizations. Other basic legal documents that create the basis for the
development of social enterprises are the Law for integration of people
with disabilities and the Law for cooperatives. Social entrepreneurship
as a concept appeared in the public life of organizations in 2001 when,
funded by the U.S. Agency for international development, the organi-
zation Counterpart International — Bulgaria launched a program for de-
velopment of social enterprises in the countrys. Another event which
gives a visible boost to the development of social enterprises is the
launch in 2009 of the scheme "Social entrepreneurship — Promoting and
supporting social enterprises" under the Operational Program "Human
resources development”, within which there are executed 46 projects
for creating or supporting existing social enterprises. Despite all of the
above, there is no specific legislation for Bulgarian social enterprises.
Establishment of social enterprise label was foreseen in the National
concept of social economy in 2012, but has not been achieved yet. The
various legal forms through which social entrepreneurs can implement
are non-profit organizations; commercial companies and cooperatives.

Nonprofit organizations such as foundations and associations are
being created according to the Law for non-profit organizations (NGO
Law). When registering an NGO its founders have to state its mission

8 Pages, H., [Ipeanipuemauectso 1 connaanu ycayru, Beanko Toeproso, 2011 1., c. 50.
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and prepare a Development Act. NGOs can be created both in private
or in public benefit. They have the right to operate business only if it
meets the objectives set out in their act and its incomes are used to
achieve the main mission of the organization. It is typical for the Bul-
garian practice to separate the business activity in a particular commer-
cial company, the sole owner of which is the NGO itself. This legal form
is the most used one in Bulgaria, because of the possibility of tax reduc-
tion, financial and economic incentives®.

Social enterprises can also be registered as cooperatives. There are
two types of cooperatives in Bulgaria - commercial cooperatives, regis-
tered under the Law for cooperatives and associations of people with
disabilities, regulated by the Law for integration of people with disa-
bilities.

The second type — associations of people with disabilities, have to
meet certain democratic principles and do not need additional logging
as social enterprise. According to the Law for integration of people
with disabilities, cooperatives have to comply with the following re-
quirements — to be registered under the Commercial law or the Law for
cooperatives; to produce goods or services; to have the share of people
with disabilities, as follows:

— For specialized enterprises and cooperatives of blind and visually
impaired people — not less than 20 percent of the average number
of the staff.

— For specialized enterprises and cooperatives of deaf people - not
less than 30 percent of the average number of the staff.

— For specialized enterprises and cooperatives of people with other
disabilities — not less than 30 percent of the average number of the
staff.

Cooperatives of people with disabilities can benefit from govern-
ment and corporate tax reduction.

Companies also have the opportunity to convert to social enter-
prises. In cases in which the sole owner of the trading company is a

° AHaAu3 Ha COIMAAHOTO IpearpueMauectso B boarapus, Capysxenne 3nanue — /lopey,
c 14.
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NGO, this is actual. In all other cases, companies must demonstrate
that they do not distribute profits and have social aims.

The legal form is not the most important thing for social enter-
prises. The idea and the good practice are more important.

3. Activities of social enterprises in Bulgaria

The legislation in the country does not differ significantly from
that in the other European countries, but a comprehensive review in-
dicates that it must undergo more changes — e.g. formalization of the
brand “social enterprise", and describing the requirements for its ac-
quisition of different organizations. The development of social services
in Bulgaria depends on some historical peculiarities. It has been as-
sumed for a long time that only the State is responsible for the provi-
sion of social services and assistance for people in risk. Recently au-
thorities have realized that this model is not the most suitable and
actions for decentralization of social services have begun. The decen-
tralization reform started in 2002 with a change in the Law for social
care, which allows nongovernmental organizations to be delegated as
suppliers of community social services. Over the last decade many of
the social services in the municipalities were delegated to different
NGOs. The reform in the country has not ended yet and new projects
for secure housing for people with disabilities, centers for social sup-
port, social service complexes etc. will continue to be launched. The ef-
fect of decentralization will be measured and assessed over a period of
years after the full completion of the reforms, but up to date we can
assume that this stimulates the social entrepreneurship.

For the purposes of this article various social enterprises from Eu-
rope were researched. All of these enterprises are identified as good
practices and most of them are nominated by Schwab Foundation as
successful social enterprises. Schwab Foundation for social entrepre-
neurship, situated in Geneva, supports outstanding social entrepre-
neurs from all around the world. The areas of activity of the enterprises
surveyed ranged from public Bank (BancaPopolareEtica in Italy), to
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ecological production (Bioregional, UK), support for people with disa-
bilities (Alliance for rehabilitation, Hungary), support for training and
employment (Job factory, Switzerland), manufacture of food products
by people with mental retardation (La Fageda, Spain). These social en-
terprises have acquired publicity, some of them have conducted their
business for decades and have established as a good practice both in
business and in social area.

The range of social enterprises in Bulgaria is not narrow too. De-
scription and listing of various practices show that there were many
strong associations of people with disabilitiesin the country. Before the
political changes in 1989, these cooperatives had been assisted by the
State, products made by disabled people had been recognizable and
competition from private sector had been impossible. After the politi-
cal changes of 1989 cooperatives of people with disability, lost most of
their positions, they are no longer so heavily patronized by the Gov-
ernment and face up competition and the conditions of market econ-
omy. During this follow-up period most of the cooperatives of people
with disabilities constrict their activities and cease. Today, when we are
talking about social economy and social entrepreneurship these coop-
eratives are coming again to the fore. They should take advantage of
the opportunities for funding of the European structural funds and re-
fresh its structures, enrich and broaden their knowledge and skills.
Thus the available large-scale units of cooperatives of disabled people
can be used to re-start and revival of existing enterprises.

In addition to the existing associations of people with disabilities
in Bulgaria there have also been developed other social enterprises for
the last decade. We can find The Business incubator for social entrepre-
neurship, The Center for labor support, Social services for children and
people with disabilities, Social enterprises which produce different
goods and many others. The list of social enterprises and initiatives in
the country could be continued with organizations with a religious fo-
cus, small and medium-sized enterprises that produce goods etc. In a
short overview of the practice of social entrepreneurship in the country
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the frequent mention of the word "project"makes an impression. In-
creasingly enhanced project work indicates, on one hand, the need for
direct financing and on another an increasingly high demand for good
working examples. In Bulgaria there haven’t been established strong
traditions of social entrepreneurship yet, they have to be developed,
but there is the opportunity to benefit from the experience of other
countries.

4. Main effect of social enterprises work in Bulgaria

The social economy occupies this specific place between the State
and the business. The more unmet social needs in a society, the bigger
the need of social economy. The main criterion for evaluation of the
social economy is the well-being of the population. When all possible
risks are insured, the ideal goal of the State and its social policy and
economythen will be achieved. If the scope of the social economy can
be determined according to the specific needs of the social services and
products, the basic criterion for the benefit of the social economywill
be a decline of the demand and satisfaction of the relevant market.

Social economy and social entrepreneurship aim to achieve cer-
tain social and economic effects, such as filling the gaps between the
traditional economic sectors and public institutions. In Bulgaria it is
still early to talk about equal distribution of social enterprises and ful-
filling the need of social services, but nevertheless we can find and de-
scribe the main effects from the work of social enterprises up to this
point.

The main effects from social enterprises work in Bulgaria so far are:
— Promotion of the social economy
— Rising a discussion between the involved parties
— Building partnerships
— Creating employment and job positions
— Providing training and acquisition of qualifications and skills
— Satisfying the demand of specific markets
— Improving access to social services
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— Increased efficiency of spending funds
— Generating new social policyideas.

One of the main effects of the work of social enterprises is the re-
integration of people with disabilities — this can be achieved through
provision of social services, education and training, or inclusion in la-
bor market. As I have already mentioned Bulgaria has strong tradition
in this area, and there are currently 22 Labor productive cooperatives
of disabled people. The projects for development of social entrepre-
neurship plan to support approximately 2700 people from different
risk groups, 1090 of them disabled.

So described, the effect of work of social enterprises can be meas-
ured in qualitative and quantitative variations. For measuring the
quantitative values we can use accurate numbers as the number of peo-
ple that have undergone training; number of people started working;
number of people in risk, which are not included any more in this cat-
egory, and more on. As quality indicators we can use the percentage of
individuals covered in the entrance and the exit of a specific service;
the ability of the target groups to reintegrate and so on.

Main conclusions and recommendations for the social practice
and science:

The study of social economy and entrepreneurship faces many
difficulties. These should be overcome with the help of young educated
social entrepreneurs, those already familiar with the area and the local
authorities. Changes in legislation should be made, and they could be
initiated by both the entrepreneurs and the authorities, but it is neces-
sary to support the establishment of new and the development of al-
ready existing social enterprises.

Previous researches carried out by various organizations do not
provide enough information for the current picture of social enter-
prises in Bulgaria. It is necessary to develop criteria by which to explore
social enterprises and to clarify the status of some organizations of im-
portance for the social economy — e.g. municipalities, business associa-
tions and others. It would be useful to create a map of social enterprises
which to mark all kinds of social enterprises in the settlements. This map
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should be available (e.g., on a website for social enterprises). This, on
the one hand, would facilitate their study, but also would allow build-
ing of useful partnerships among business and non-profit organiza-
tions, as well as access to information for volunteers or people in need.

The Ministry of labor and social policy shows its commitment to
social entrepreneurship, conducted by junior expert Ilya Garaliev
study, as well as through the development of a special Web site for so-
cial enterprises, both funded by the project of Operational Program
"Human resources development". Highly valuable it would be the ex-
pansion of this research and engagement with social enterprises that
are not financed by the European Structural Fund. Furthermore, infor-
mation about the achievements of the funded projects should be col-
lected and summarized — how many of them have achieved the objec-
tives set in advance, how many of them continue their activity, how they
fund their work or if they receive financial support, etc.

From the theoretical study it stands out, that social enterprises
started as projects with external funding prevail. They are not only bet-
ter promoted and well researched, but also have capacity for a short
time to cover more people from the target group. This shows us that it
is necessary after the beginning of the project, which is a short period
of time, social enterprises to be supported and provided with different
funding mechanisms. Otherwise, the real existing social economy
would be limited only to the fixed-term projects which do not have the
possibility, due to its short existence, to affect the region and the target
groups.

Knowing and considering the effects of social economy and social
enterprises are a key points which can highlight the benefits of these
enterprises and attract more professionals in the social and business
sphere, who work for the benefit of the social economy.
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