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What is a social enterprise? Does it make sense to agree on one strict definition? How a country’s history changes perception and development of regulations?
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Introduction
This paper will analyse the advantages and disadvantages of strict definitions of social enterprises of two types — social co-operatives and more general classification. Different points of view will be taken into consideration, including the understanding of the general public, the defining perspectives of a government adopting a legal definition, and the approaches of social entrepreneurs and organisations. The definitions in questions are chosen to be representative, originating from diverse sources, both in terms of the country of origin and the type of issuing organ. The lack of clear structures will also be compared with the rigorous categorisation. The focus will be applied to the governmental regulations concerning the social co-operatives in Italy and Poland and the definitions regarding social enterprises by two organisations: EMES and SEI Social Enterprise International. A case of self-defining as a social enterprise will also be discussed. Influence of the strict definitions on the popularity of the concept, possible abuses, as well as other benefits and disbenefits will be examined.
Defining Social Enterprise
Agreeing on a definition of social enterprise leads to a more specific understanding, granted that it sets some limitations. Defining any given thing or phenomenon is based on a mutual agreement of a certain group. It often regards a simplified version of facts and opinions. While including some factors, creating a definition excludes others. The results of a process like this can lead to the development of unclear, overly simplified, biased, or inaccurate ideas. Yet, a definition is a form of vulgarisation that is vital for the functioning of any given group or entity. Similarly, one of the reasons behind coining a strict definition of social enterprise is creating clear regulatory requirements to be met by the targeted organisations (Ridley-Duff & Bull, 2016, p. 54). At the same time, weakening their multi-potential deriving from diversity can follow (Defourny & Borzaga, 2001, p. 367).
Definition of social enterprise is a subject of a complex and intricate debate. Scholars, legislators and entrepreneurs from particular countries, organisations, groups, as well as companies themselves, underline distinctive characteristics of an enterprise of such kind (Peattie & Morley, 2008, p. 98). The historical background of local social activity is an important factor leading to various paths of development. As Ridley-Duff and Bull (2016) point out, shaping of the definition or definitions of social enterprise is an ongoing, complicated process. Both today and in the past decade, the predominating definitions of social enterprise are wide and they rather tend to encompass various forms of organisations rather than one particular type (Kerlin, 2009, p. xii).
Different Approaches
Government
The Italian Job
The subject of social entrepreneurship has been widely present in the Italian academic works for the past three decades (Borzaga, et al., 2017, p. 3), and even longer in the country’s policies dating back to the late nineteenth century. The interest in co-operatives in Italy is still growing and it is also the type of enterprises that the general audience is the most aware of (Peattie & Morley, 2016, p. 2).
In 1991 the Act on Social Co-operatives was passed in Senate (LEGGE 8 novembre 1991, n. 381). The legislation was the first in Europe and inspired many European and non-European countries (Defourny & Nyssens, 2012, p. 9). The law validated the previously existing, but not regulated social enterprises. The legislators adapted a multi-stakeholder model and with two main types of social co-operatives featured (Chirico, et al., 2014, pp. ii-2). Another legislation followed fifteen years later, as the legal status of social enterprise dates back to 2006 (Decreto Legislativo 24 marzo 2006, n. 155). Type A is broader. It encompasses social-, health- and education-related services. In type B, the main focus is on the integration of the disadvantageous groups to the labour market. In the case of both types of social co-operative, direct and indirect distribution of profit is prohibited.
The ruling of the EU Court of Justice in 2011, judged the Italian regulations concerning social co-operatives were compatible with European Union law (EU Court of Justice, (C-78/08 a C-80/08), 8 September 2011). The concern was that the state in the special tax treatment of the social co-operatives was breaking the law. It confirmed the special status that singles out this form of organisation among others (Fici, 2015). Hence, the strictness of the definition acts in favour of social co-operatives, giving them advantageous treatment.
Both academic and public entities are usually referring to all kinds of social enterprises as co-operatives due to their popularity and insufficient knowledge about the legal form (Chirico, et al., 2014). The strict and more complexed definition of cooperative sociale attracts more attention and prevail over the less-widespread ones.
However, Italian social entrepreneurs are often choosing to step out of the legal form or status of social enterprise in order to stay independent and unconstraint. Working outside the established structure allows a more creative and innovative approach. Creating hybrid organisations framed by different legal forms allow funding from different sectors, less troubled by the crises than the Italian welfare (Chirico, et al., 2014, p. ii).
The Need to Polish the Definition
Poland is one of the countries that have never adopted a vigorous policy of promoting social enterprises. They are seen more as a treat than an opportunity. The existing laws apply to a very bland, unregulated amalgam of non-profits, NGOs, foundations and other organisations that can but do not have to share a common objective of making a positive change. However, a law on social co-operatives exists. The motives of the unpopularity of the form of social enterprise in Poland are complexed. Among others, the problematic phenomenon of linking it with fake charities and GONGOs (government-organised NGOs) occurs (Bogaczyk, 2018), what undermines the credibility of the authority.
Most of all, for the historical reasons, some Poles oppose the idea of forming a co-operative, locally the most concrete and the normalised type of a social enterprise. Even though the first registered co-operative-type foundation dates back to 1816 and later in the early twentieth century the policymakers were inspired by the Italian regulations of that time (Godlewska-Bujok, et al., 2018), the idea is not common anymore. This is because in the era of communism (1945–1989) it was an enforced and therefore a hated form of entrepreneurship (Praszkier, et al., 2014). Civil activism was in opposition.
After the transition from communism to the liberal democratic system in 1989, social entrepreneurship initiatives of the people were not reinforced. Back in the mid-2000s, the political debate on the subject started to emerge. Some experts alarmed that social co-operative is equal to the acquiescence of unlawful actions, especially tax avoidance. Others pointed out that the definition should be modified in terms of introducing democratic ownership, or to change into more US-like, where the adopted definitions are more general and revenue-centred but still with no distribution of profit (Godlewska-Bujok, et al., 2018), (Kerlin, 2006).
Despite Poles under the age of 25 are being least likely to show interest in working in social enterprises sector (Thomson Reuters Foundation and Deutsche Bank, 2019), the question of an actual understanding of the sector emerges. The statistics shows, that Poland has the big numbers of foundations (including those that can be categorized as social enterprises, according to international standards) per capita in European Union — double as much as Italy, and triple as much as UK (Observatoire de la Fondation de France, 2015) — what to some extent contradicts the Reuters Poll.
The applicable social co-operative regulations are surprisingly rigid, even though somewhat relaxed in the last amendment (Godlewska-Bujok, et al., 2018). Based on the well-defined and broad yet strict propositions of the Italian co-operatives (type A and B), they do not serve the same number of organisations. The Polish law on social co-operatives does not distinguish different types of such ventures. Another characteristic crucial to understand the clue problems of the Polish social co-operative is its temporariness. They are not meant to be the final form, but merely a transition focused on helping the unprivileged.
The present state of regulations requires reforms. The definition is so neglected that not only the general public but the lawyers are not taught about the concept, hence not aware of the possibility of improvements (Faculty of Law and Administration — University of Warsaw, 2019).
The Strictness of Legal Forms
Social enterprises are being described as a configuration of organisations in the borderlands of different sectors, or a hybrid of it (Ridley-Duff & Bull, 2016). Nevertheless, as a form of enterprises, they are subject to commercial law (Fici, 2015, p. 5). J. Defourny and C. Borzaga underline that the lack of strictly defined social enterprise is restraining to successful execution and further reproduction of such undertakings (2001, pp. 366–367). Using a strict, legal form of the social enterprise allows protecting the stakeholder from malicious actions. It also permits to maintain high standards (Fici, 2015).
The public understanding of social enterprise can vary according to the strictness of the definition applied in the official regulations in a given geography. The comparison of Italy and Poland, two countries with differing definition approaches and outcomes (Ridley-Duff & Bull, 2016, p. 56), (Borzaga, et al., 2017, p. 3) shows that the latter nation understands it more than three times less than the first one (Thomson Reuters Foundation and Deutsche Bank, 2019)[1]. Acknowledging the existence of a certain shape of a legal form or a social concept is the first step towards further developing of the social enterprise sector. The example of Italy shows how clear, stricter policies enable a better understanding of the general public and therefore signify a more efficient way of communicating its premises. Since 1991, when the Italian social co-operatives law was introduced, the number of registered co-operatives increased over five times (ISTAT, 2011). While both in Italy and in Poland, the state of civil society has been recently listed as narrowed (CIVICUS, 2019), Italians tend to be more conscious of the idea and the motives behind it. At the same time, the Reuters Foundation Poll (2019) respondents from both countries rather agree that the SE is not gaining momentum in either of them, being the less optimistic European countries in that matter from the list.
Martyna Bogaczyk, president of the board of the Education for Democracy Foundation, has rightly observed that “[the government in Poland has] attacked and discredited the sector and taken steps to shrink civic space” (USAID, 2019, p. 6). In the past five years, the regulation changes concerning transparency and distribution of public funding in the non-government sector in Poland are alarming (Helsinki Foundation for Human Rights, 2019). The strict definition coming from the strong, yet modified legislation could have prevented such events and the abuses of power.
Even though the idea of working together with the government instead of creating independent ventures dealing with social problems is sometimes seen as superior (Ganz, et al., Spring 2018), the ‘state-sponsored social enterprises’ cause different issues (Curtis, 2008, p. 280). The strict definitions including the financial possibilities lead to dependence of social enterprises on the state. Such a phenomenon constraints the freedom of creativity and dictate a certain way of conducting social change and business actions.
On the other hand, the lack of formal, strict regulations, does not discourage social entrepreneurs from actively working in this field. Many great examples that illustrate the fact that the absence of policies on the national level, does not prevent social enterprises from thriving. The case of Poland shows how many social-impact driven ventures happen beyond the available legal forms of social enterprises.
Without any doubt, it is easier to count social enterprises if they are strictly classified as such. The results, of course, show only the utterly compliant ones, leaving out those that somewhat differ, those putting the weight onto the mission more than the form. The idea of a ‘lowest common denominator’ (Ridley-Duff & Bull, 2016, p. 83), (Peattie & Morley, 2016)) seems like a fair one in terms of judging what is and what is not a social enterprise. Nevertheless, strict defining prevents some abuses, such as ‘false’ social enterprises (Fici, 2015, p. 12), (Directorate-General for Employment, Social Affairs and Inclusion, 2015, pp. xix-xx). In spite of that, some people disagree with that statement, claiming that social enterprises are ‘distractions’ in making an actual change (Ganz, et al., Spring 2018).
Organisations
Broad Mapping and Auto Proclamation
Until the early 2000s, the public debate on strict definitions of social enterprise was far from the mainstream. From 1985 to 2006, no article on social entrepreneurship nor enterprise was published in the most important academic business and management magazines (Desa, 2007). Since then, the global trends in corporate social responsibility policies and setting the business missions are steering towards the solving of social problems of different kinds (Shearman, 2019). The numbers of broadly understood social enterprises are rising (Peattie & Morley, 2016), whereas the multitude and vagueness of existing definitions do not make the whole assemblage straightforwardly perceived by the public. The struggle of finding a specific definition is sometimes seen as pointless and time-wasting (Eppler, 2012). Because of that, the idea of self-determined social enterprises or those grouped within an organisation or association, adopting different legal forms such as foundation, is gaining popularity across the world.
A mapping accompanied by a set of rules is a common way of illustrating the spectrum of organisations recognized as social enterprises. An example of it is the ‘operational definition’ adopted by the European Union (Directorate-General for Employment, Social Affairs and Inclusion, 2015, pp. v-vi).
[image: Image for post]
[image: Image for post]
Figure 1. The three dimensions of a social enterprise (Directorate-General for Employment, Social Affairs and Inclusion, 2015)
On the other hand, the definition of EMES European Research Network is a case of widespread implemented set of rules defining an ideal social enterprise. The definition is composed of many indicators, but not all of them need to be met by an organisation to qualify as social enterprise (Ridley-Duff & Bull, 2016, pp. 60–61). It does not impose any specific legal form, leaving the choice to entrepreneurs themselves.
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Figure 2. Definition of social enterprise: EMES — set of indicators (Defourny, 2013)
Another example of an organisation agreeing on an international definition is SEI — Social Enterprise International. They summarise the definition as “A process of creating enterprises that prioritise their social purpose(s), operate ethically and promote democratic ownership and governance by primary stakeholders” (SEI, 2019). Contrarily to EMES, SEI encourages social entrepreneurs to choose particular legal forms. It is, however, a rather wide selection based on the British legislation (Ridley-Duff, et al., 2017).
The auto proclamation as a social enterprise is a natural result of insufficiently broad or developed, unsatisfactory legislation. Work from Bed is such a case. It is “the first marketing agency that has been established to give work to people with mobility disabilities” (Leżę i Pracuję, 2019). The adopted legal form is a foundation. Enabling paralyzed people to gain experience and do work lying in bed attracted the attention of the British Council and FISE[2]. Today, the company is growing and gaining international recognition without formally being a social enterprise.
K. Birch and G. Whittam argue that actions are more important than forms when it comes to social enterprises (2007, p. 344). However, in contrast to the strict definitions that are easier to communicate, such ambiguous ‘chaotic conceptions’ (Lloyd, 2002) attract negative feedback from the sceptics (Peattie & Morley, 2016, p. 7). This, in turn, influences the perception of the whole very diverse sector.
Conclusions
The social entrepreneurship evolutions taking place all around the globe are very vivid and we can observe an abundance of the approaches. Stricter official definitions at a national level allow the general public to accept and put in practise the formal forms, resulting in growing numbers of new social enterprises. They also legitimate social entrepreneurship and keep it regulated, preventing some abuses, like fiscal ones. On the other hand, the governmental abuse and implication in GONGOs can harm the positive reception and popularity of social enterprises.
It is important to also bear in mind that limiting or non-existing regulations do not stop some entrepreneurs from developing social ventures. On the contrary, it encourages their creativity in overcoming definitional and regulatory obstacles to deliver social impact. The strictness of the definition nonetheless should not restraint social entrepreneurship.
From my experience of being asked what is ‘the thing that I am studying at Goldsmiths,’ the understanding of the social enterprise concept or concepts differs according to the national background and the international experience. Polish friends associate it mostly with local foundations focused on social innovations, CSR actions and companies like TOMS Shoes. The idea of a definition becomes clearer and more structured the more ‘Western’ my interlocutor is. It confirms the thesis that a strict definition adopted at the governmental level and popularised in different sectors induce the general awareness of the society.
The strict definitions are no doubtlessly useful in terms of regulations, policies or setting rules, but from the perspective of a social enterprise, fitting into a given form should not be a priority. As R. Ridley-Scott and M. Bully rightly noted, the debate on the relevance of definitions is pointless, the most important is the impact and the change it brings (2016, p. 70).
[1] However, it is worth bearing in mind that the questions and data collection of the Thomson Reuters Foundation and Deutsche Bank Poll (2019) can sometimes be puzzling, i.e. Poles not knowing what a social enterprise is (43rd position out of 43 participating countries) but stating that the Polish government policies support social entrepreneurs.
[2] Foundation for Social and Economic Initiatives (FISE), an independent Polish non-profit organization focused on unemployment, labour market and social economy development, https://fise.org.pl/about-us-en/
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Figure 1 The three dimensions of a social enterprise. 6
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Economic and entrepreneurial dimensions of social enterprise
) A continuous activity producing goods and/or selling services
b) A significant level of economic risk

) A minimum amount of paid work

Social dimensions of social enterprise
d) An explicit aim to benefit the community

©) An initiative launched by a group of citizens or civil society organisation
1) A limited profit distribution

Participatory governance of social enterprise
£) A high degree of autonomy

h) A decision-making power not based on capital ownership

i) A participatory nature, which involves various parties affected by the activity
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