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The Economic and Social Council of the Republic of Bulgaria included 

in its Action Plan for 2013 the alaboration of an analysis on 
 

"The Social Enterprise and Social Entrepreneurship".  
 

The elaboration of the draft analysis was assigned to the Social Policy 
Commission. 

Nikolay Nikolov – ESC member of Group II of the Council: Trade 
Unions at National Level, Chairman of the Social Policy Commission – was 
appointed rapporteur of this analysis. 

At its meeting held on 13 June 2013, the Social Policy Commission 
discussed and adopted the draft analysis. 

At its Plenary Session of 27 June 2013 the Economic and Social 
Council adopted this analysis. 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Main conclusions and recommendations 
 
1. In many of its opinions ESC has argued that the social economy is a major 

part of the European economy. The nearly 2 million social enterprises 
employ more than 14 million people – which is nearly 6.5% of the 
employees in Europe. 
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2. ESC notes that, as a key component of the European social model, social 
enterprises are sustainable and effective in a crisis. The social benefits 
form them amount mainly to the integration and reintegration of disabled 
people in public life, while their economic and financial impact amounts to 
saving substantial public funds allocated as social benefits. 

3. ESC believes that social entrepreneurship and social enterprises as part of 
the social economy is still an underutilized business model that has its own 
specific features and characteristics. 

4. According to ESC social enterprises in Bulgaria should be encouraged to 
develop as a business model, not only within the so-called third sector 
through civil associations and foundations, but also be created in the 
private sector through regular business initiatives. 

5. ESC notes that the regulations in the country are fragmented and 
incomplete, which severely hampers the development of the social 
economy and social enterprises. 

 
5.1.  ESC recommends improving the legal and institutional environment 

for social enterprises. The government needs to support the 
development of social enterprises by clearly regulating specific 
incentives and the benefits for them and comply with the definition of 
social enterprise provided in the recently adopted key EU document on 
Social Entrepreneurship1.  

5.2.  ESC confirms its position as stated in its earlier opinion "Social 
Economy – Opportunities and Prospects for Development in 
Bulgaria," the social enterprise and social entrepreneurship should be 
regulated by a separate statute. 

5.3.  There are considerable differences in the development of the social 
economy and the social entrepreneurship between EU Member States, 
which is a result of the lack of a commonly accepted European legal 
definition of the term "social enterprise." Such a definition has been 
recently proposed for the purpose of the Regulation of the European 
Parliament and the Council on European Social Entrepreneurship 
Funds of 17 April 2013. Our legal framework should define the scope 
of the term "social enterprise" both taking into account the 
characteristics specified in the Regulation and complying with the 
Bulgarian context, so as to ensure a balance between economic 
efficiency and social objectives by giving precedence not to the legal 
form of the social enterprise as a subject of the law, but to its 
objectives and the effect of the activity which it pursues.  

5.4.  ESC believes that in parallel with the reduction of regulatory regimes 
for businesses, social enterprises and social entrepreneurship should be 
provided with other additional benefits. 

 
                                                
1 Regulation of the European Parliament and of the Council on European Social Entrepreneurship Funds of 
17 April 2013 
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6. ESC finds that the current tax and other financial and non-financial 
incentives are insufficient to promote real development of social 
entrepreneurship in Bulgaria. 

 
6.1.  The currently existing policy in support of social entrepreneurship in 

Bulgaria is primarily targeted on people with disabilities. In this 
regard, ESC believes that it is necessary to develop incentives for a 
wide range of social enterprises. 

6.2.  ESC recognizes existing problems of social enterprises related to their 
difficult access to the financial resources required for their 
development, and recommends that specific financial instruments 
should be developed and the provision of microcrediting to social 
enterprises at preferential terms, with the support of state and EU 
funds, should be considered. 

6.3.  In the context of its already stated position (ESC Resolution on the 
Single Market Act II) ESC again insists on the creation of an 
appropriate enabling environment within which specific European 
funds and financial instruments may be appropriately combined with 
national measures, which will help increase investor confidence. 
Measurement of socio-economic benefits of social enterprises – based 
on the methodology developed by the Commission, will become a 
prerequisite for targeting investments in social enterprises in the 
context of the Regulation of the European Parliament and of the 
Council on European Social Entrepreneurship Funds of 17 April 2013 
and the Proposal for a Regulation of the Parliament and the Council 
for the EU Programme for Social Change and Innovation. 

6.4.  ESC welcomes the inclusion of the social economy and social 
entrepreneurship as a separate investment priority within the thematic 
objective "promoting social inclusion and combating poverty" in the 
future Operational Programme "Human Resources Development" for 
the period 2014-2020. 

6.5. Regulated financial and non-financial incentives should be in 
accordance with state aid rules. 

  
7. ESC supports the recommendation made by the Commission to facilitate 

the access of all social enterprises to public procurement by introducing 
clearer and simpler rules to facilitate the involvement of social enterprises 
in procurement procedures. Bulgaria, like other Member States, must not 
only comply but also monitor the implementation of policies providing for 
"the safeguarding (reservation) of the right to participation in public 
procurements to economic operators whose principal objective is the social 
and professional integration of disabled or disadvantaged workers, 
provided that a threshold of 30% of disabled or disadvantaged workers is 
respected". 
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8. ESC supports the idea of a revival of the entrepreneurial spirit in Europe 
and the Action Plan "Enterprise 2020" adopted to further this aim. As ESC 
repeatedly emphasises social economy contains a significant potential for 
social innovation by encouraging those in difficulty in their effort to find 
solutions to their social problems (e.g. regarding the reconciliation 
between work and private life, the quality of family life and childcare , 
gender equality, the problems of older people and people with disabilities, 
etc.). 

 
8.1.  ESC notes that Bulgaria should allow young people to gain practical 

experience in the field of entrepreneurship as early as the course of 
compulsory school education. 

8.2.  In order to promote innovation in social entrepreneurship ESC 
proposes the following measures: 
• raising awareness of social innovation by sharing best practices 

through publications and mutual exchange of ideas; 
• creating the right incentives such as awards for social innovation 

ideas within an annually approved competition; 
• establishing partner networks in Bulgaria and abroad which would 

to share information and organise joint initiatives.  
9. According to the ESC to encourage social entrepreneurship it is necessary 

to ensure better awareness and promotion of the benefits and general 
impact of social enterprises to the economic and social development of the 
country and society at large. The promotion of social enterprise and social 
entrepreneurship should be based on the best modern communication and 
information technologies – ideas voiced by the ESC in its Opinion on 
Cooperatives. 

  
9.1.  To ensure the access to information for people with disabilities it is 

necessary to create information channels that take into consideration 
every type of disability, such as visual display of text, use of the 
Braille alphabet, sign language, etc. 

9.2.  A national survey should be undertaken to account for the existing 
forms and practices of social entrepreneurship in the country. 

9.3.  ESC proposes that the National Statistical Institute should accept a 
methodology for creating satellite accounts for social enterprises in the 
country, which are part of the concept of social economy and are not 
currently recognised in the System of National Accounts in Europe as 
a separate institutional sector. 

  
10.  ESC recognises the need for local authorities to promote, within the scope 

of the Municipal Property Act, the conditions for social enterprises to 
provide employment to members of vulnerable groups and in certain 
regions.  
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10.1. ESC notes that municipal are not fully aware of the models and 

forms of social enterprises due to the lack of sufficient and reliable 
information. 

10.2. As the main business area of social enterprises at the moment are 
public social services, healthcare and education, ESC believes that it 
is necessary to strengthen the role and enhance the involvement of 
social enterprises in the provision of services in new areas and in 
areas with low market return. 

  
11.  ESC supports the idea to develop training modules and methodologies for 

financial and technical support as well as a network of trainers and 
business consultants to support the development of social entrepreneurship 
in Bulgaria. It is particularly necessary to develop and establish a 
methodology for measuring social added value and evaluating the social 
impact of the activities of social enterprises. 

12. ESC believes that in order to reflect more comprehensively the situation 
in the country and regulate the necessary changes in the implementation of 
social entrepreneurship, we need better coordinated relationships between 
educational institutions – mainly universities, governmental and non-
governmental agencies and organisations that provide and implement 
policies for social entrepreneurship . 

13. According to the ESC, it is necessary to build the much needed capacity 
within the public authorities to manage the process of developing policies 
for social enterprises and to improve their business capacity and 
supporting structures. It is particularly appropriate to create a supportive 
environment – business support centers, training and technical assistance, 
marketing and market access, participation in experience exchange 
networks and more. 

14. ESC holds that there should be public support for the market access and 
the marketing of the products created by social enterprises. The lack of 
markets for the products of social enterprises undermines and 
underestimates their importance and role as active participants in the 
market of goods and services.  

 
 
Introduction 
 

Social economy and social entrepreneurship have been continuously 
highlighted by the Commission, especially in recent years. This is due to their 
potential to find solutions to society's problems related to the creation of 
sustainable jobs, facilitating social and labor integration, the provision of 
social services and improving the quality of life, including the fight against 
poverty and social exclusion. 
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 Social enterprise and social entrepreneurship are central to the agenda 
of the European Commission, particularly in its Europe 2020 Strategy for 
"smart, sustainable and inclusive growth". They are a key element of the 
European social model and contribute to the achievement of major Europe 
2020 targets. Their growing importance – especially in the context of the 
economic and financial crisis is largely the result of the need of Europeans for 
more ethical and social dimensions of their work, consumption, savings and 
investment. 

In recent years the European Commission has started to create a policy 
framework to support the social economy and social entrepreneurship, which 
is reflected in a number of policy documents outlining the boundaries and 
opportunities for their development2 . 
 The issue of social enterprise and social entrepreneurship has long 
since attracted the attention of the Economic and Social Council. This 
analysis is a natural extension of the problem addressed in the already 
adopted ESC Opinions related to social economy, namely: "Social Economy 
– Opportunities and Prospects for Development in Bulgaria", "The Role of 
Cooperatives in the Development of Social Economy" and "Employment 
Opportunities for People with Disabilities." In its resolution on the Single 
Market Act II ESC also took a stand in support of the development of social 
entrepreneurship and social cohesion in Bulgaria.  

For the purposes of this analysis, the terms "social enterprise" and 
"social business" are interchangeable. 
 
 

I. Social Enterprise – a definition, legal framework and tax regime. 
Models of existing social enterprises in Bulgaria 

 
1. In an updated study3 (after the accession of Bulgaria and Romania to the 

EU) of the International Centre of Research and Information on the Public, 
Social and Cooperative Economy (CIRIEC), made by order of the 
Committee, stated that the status of the social economy and social 
enterprises recognised by law in the following EU Member States: Spain 
(Law on Social Economy, 2011), Greece (Law on the social economy and 
social enterprises), Belgium (Law on Social Economy, 2008 and Regional 
Law, 2012), Finland (Law on Social Enterprises, 2003), Lithuania (Law for 
social enterprises 2004); Italy (Law on social enterprises 2005), Slovenia 
(Law on Social Enterprises, 2011); Portugal (draft Law on Social Economy, 
2012), Poland (Draft Law on Social Economy, 2012), the Netherlands (draft 

                                                
2 European Parliament Report on the Social Economy, 2009; EC Communication "Social Business 
Initiative", 2011; Single Market Act I, 2011. and the Single Market Act II, 2012, Regulation of the European 
Parliament and the Council on European Social Entrepreneurship Funds, April 17, 2013; Proposal for a 
REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL on the European Union 
Programme for Social Change and Innovation 2011  
3 "The Social economy in the European Union", CIRIEC, 2012. 
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Law on Social Enterprises, 2012), Romania (draft law on social enterprises, 
2012), France (Draft Law on Solidarity Economy, approved). 

2. According to a survey conducted in 31 European countries4, The 
definitions of social enterprise (SE) vary significantly. In all countries there 
are social enterprises that exist in various legal forms. In some countries 
they are registered as private companies, in others – in the form of social 
cooperatives, associations, voluntary organisations, charities and mutual 
organisations, and in some countries they do not fit in any of these legal 
forms. For the first time social enterprises are defined by a very succinct 
definition of "businesses with primarily social objectives" by the 
Department of Trade and Industry of the Government of the United 
Kingdom in 2002 Presently5 Bulgaria has no independent legislative act to 
"regulate" the social enterprise and social entrepreneurship as such. 
Therefore ESC recommends defining social enterprise in a single national 
regulatory document, which should reflect the key features of social 
enterprises voiced in European documents and create a legal basis for the 
establishment of such enterprises.  
 

3. The guidelines put forward in the European documents relating to the 
definition of the term "social enterprise" are clear. One of the shortest 
definitions is "an enterprise with social objectives," which should provide 
balance between: 
• its economic efficiency and the social objectives it has adopted; 
• its economic (for-profit) activities and non-profit effects; 
• self-help and solidarity6.  

4. In all European documents the social enterprise is identified as a key 
component of civil society and the European social model. Emphasizes that 
social enterprises are an integral part of wider civil society and an essential 
component of the social economy sector, which must be supported 
politically and financially in its entirety. The social economy also includes 
other types of enterprises such as cooperatives, mutual societies, 
associations, foundations, social NGOs, etc. They usually meet a number of 
criteria7. 

 
5. Key features of the social enterprise 

                                                
4 Study on Practices and Policies in the Social Enterprise Sector in Europe, Austrian Institute for SME 
Research and TSE Entre, Turku School of Economics, Finland, Vienna, June 2007. 
5 The review of the legislation is made as of April 2013. 
6 A comparative perspective on legal frameworks for the social economy by Hans-H. Münkner, University of 
Marburg, Germany.  
7 Social enterprises and the Europe 2020 strategy: innovative solutions for a sustainable Europe. Conference - 
EESC, Brussels  
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5.1. In the Bulgarian legal doctrine, as well as in most other European 

legal doctrines, there are two views regarding what should be the 
focus in defining the criteria to be met by the social enterprise – the 
legal form of the entity, giving it an explicit legal form and regulatory 
framework – or the behavior of the entity. The draft definitions 
indicated below, show that the Bulgarian framework (so far only 
strategic) favors not so much the legal form, which will organise the 
social enterprise as a subject of the law, but rather its objectives and 
how it aims to pursue them. It is important that the activities of the 
social enterprise should be geared towards the provision of goods or 
services to persons with disabilities, the involvement of these actors 
in the production and provision of goods or services so as to achieve a 
positive social impact on society. 

 5.2. The "National concept of social economy" provides the following 
definitions related to the social enterprise: 

• "Social enterprises" could be cooperatives, businesses and 
organisations duly registered under national law, whose business 
aims at social and humanitarian effects and which reinvest their 
profits for social causes. 

• "Social enterprise" – a business with leading social objectives 
whose surplus is reinvested back into the business or in the 
community. 

• "Social entrepreneur" – a person who mobilises resources and uses 
opportunities to meet existing needs, to help disadvantaged people. 

• "Social entrepreneurship" – a business that combines market 
opportunities with social causes, so that the main priority are the 
people and their needs. 

• "Compass for social enterprise" – a method to identify the 
affiliation of a legal entity to the social economy. 

 5.3. With regard to the underlying conditions, different in legal form 
enterprises may be identified as social as long as their business is aimed 
at improving the situation of persons belonging to vulnerable groups. 
Therefore, to determine an entity as 'social', it must have the following 
additional features: 
• The business activity performed by the enterprise should have 

pronounced and long-term social impact, i.e. the activities 
carried out in the social enterprise should pursue initially and 
continuously in time characteristically social objectives. It should 
be noted that a single provision of financial or non-financial 
assistance/support to a person from a vulnerable group or the 
single provision of such services can not be considered activity 
of a social enterprise. 
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• The business activity performed by the social enterprise should 
have a specific purpose or goal – to improve the living standards 
of persons considered by society to be vulnerable, to provide 
employment and to create conditions for economic 
independence, to provide services or other support to effective 
social inclusion. 

5.4. Regulated financial and non-financial incentives should be in 
accordance with applicable state aid rules. 
 

5.5. The lack of explicit legal regulation today enables social 
enterprises to be established under different legal forms, as long as their 
activities aim to achieve positive, measurable social impact, rather than 
maximising profit. The generated profits must be reinvested mainly to achieve 
social goals. If, exceptionally, an enterprise distributes profits between 
shareholders and owners, it must be done in strict compliance with 
established rules and procedures, so that the allocation of profits should not 
have a negative impact on the primary social objective of the enterprise. 
Practice shows that the basic legal forms for incrporating social enterprises in 
Bulgaria are the following: 

 
5.5.1. Non-profit organisations (NPOs) that can perform business 

activities directly. It is this economic activity that would 
determine a NGO as a social enterprise, as long as it is aimed at a 
social objectibe. The Bulgarian Non-Profit Legal Entities Act 
provides specific requirements for the business activity of NPOs8 
– it should be secondary, it should be relative to the main scope 
of activity, it should be regulated in the statutes of the 
organisation, it should not result in the distribution of profit – if 
shuch profit is realised, it should be used to achieve non-profit 
purposes.  

5.5.2. Cooperatives of people with disabilities and other types of 
cooperatives that provide social services or goods to vulnerable, 
marginalised people: disadvantaged or isolated persons; or use 
the method of production of goods or services, which reflects 
their social purpose. 

 
6. Financing social enterprises and tax regime for them 

 
6.1. The following taxation provisions relate to the activities of social 

enterprises: 
• Corporate tax: it is levied on the profit realised through 

commercial activities, as well as through leasing immovable or 
movable property oned by the organisation, regardless whether 

                                                
8 Article 3, par. 3, 4, 5 and 6 of the Bulgarian Non-Profit Legal Entities Act. 
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business is conducted in Bulgaria or abroad. The tax rate is 10% 
on the profit for the respective fiscal year. Regulations contained 
in the Corporate Income Tax Act (CITA).  

• Tax on expenses: is of two types – tax on social spending (e.g. 
social costs incurred by the social enterprise as an employer in 
respect of his employees); and tax on hospitality expenses. Social 
enterprises, whether NPOs or companies/cooperatives are 
equally subject to these two types of taxes. Tax on expenditure is 
regulated by Part 4 of the Corporate Income Tax Act. The tax 
rate in both cases is 10% on both social and hospitality expenses. 

•  Withholding tax: this is the final type of tax, which applies to 
realised income from the implementation of the so- called 
indirect business activity, i.e. when the social enterprise is in a 
separate company and NPOs receives dividends or liquidating 
share for their participation in it. Regulations contained in the 
CITA. The tax rate is 5% on the amount of dividends received 
and liquidation proceeds. 

• Value added tax: Obligation to pay such a tax is incurred by 
persons engaged in independent economic activity that falls 
within the scope of the Value Added Tax Act (VATA). Such for 
the purposes of the Act is any activity that occurs regularly or in 
professional capacity in exchange for remuneration. Therefore, 
the activities of social enterprises, regardless of their legal form, 
should fall under the scope of this Act. A registration regime 
with the Bulgarian National Revenue Agency is required.  

6.2. There is the possibility to use tax reduction schemes for corporate 
donors, who can reduce up to 10 percent of their positive financial 
result (profit) provided that donations have been made to: 
• healthcare institutions, including for therapeutic communities for 

drug users and drug addicts for their care; 
• specialised enterprises or cooperatives of people with disabilities 

registered under Art. 29 of the Integration of Persons with 
Disabilities Act, in favor of the Agency for Persons with 
Disabilities, as well as for providing technical aids for them; 

• NPOs registered with the Central Register of Non-Profit 
Organisations for community service with the exception of 
organisations supporting culture in the meaning provided by the 
Patronage Act. 

• others entities listed in the Act. 
6.3. Tax reductions for donors – natural persons who have made donations 

to the social enterprise – are reulated by the Income Personal 
Income Tax Act (PITA). According to these provisions natural 
people can deduct up to 
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 5% of their taxable income for donations made in favor of: 
• Healthcare institutions under art. 21, para. 2, Item 1-3 of the 

Healthcare Act; 
• hospitals; 
• specialised enterprises or cooperatives of people with disabilities 

registered under Art. 29 of the Integration of People with 
Disabilities Act and to the Agency for Persons with Disabilities; 

• NPOs registered with the Central Register of Non-Profit 
Organisations for community service, with the exception of 
organisations supporting culture in the meaning provided by the 
Patronage Act. 

• therapeutic communities for drug addicts; 
• others entities listed in the Act. 

6.4. Exemption from local tax applies for donations received by NPOs – 
donations received by the social enterprise or donations provided by 
the social enterprise to others. This exemption is stipulated in the 
Law on Local Taxes and Fees Act and may be used only if the NPO 
– social enterprise is registered in the public interest with the 
Central Register of the Ministry of Justice. 

6.5. Another type of tax preferences exist only for more specialised 
enterprises for people with disabilities. Corporate tax is remitted 
entirely to legal persons – specialised enterprises or cooperatives 
under the Integration of People with Disabilities Act, which as of 31 
December of the respective year are members of the national 
representative organisations of and for people with disabilities and 
in which at least: 
• 20% of the total number of employees are blind and partially 

sighted people, or 
• 30% of the total number of staff are hearing impaired or 
• 50% of the total staff are people with other disabilities. 

6.6. There are tax reduction for companies that engage in hiring long-term 
unemployed persons. According to Corporate Income Tax Act a 
taxable person is entitled to reduce its taxable income by hiring a 
person under an employment contract with duration of at least 12 
consecutive months, provided that such person: 
• has been registered as unemployed for more than one year, or 
• registered unemployed person aged above 50 or 
• unemployed persons with disability. 

6.7. ESC believes that the currently available and envisioned tax 
incentives are insufficient to stimulate the real development of 
social entrepreneurship in Bulgaria. Incentives exist primarily for 
corporate donors and, to a lesser extent for individual donors. Such 
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a measure rather promotes corporate social responsibility. There are 
no serious tax incentives for the activities carried out by the social 
enterprises, the policy of financial incentives is directed largely 
towards entrepreneurship for only one of the vulnerable groups 
related to people with disabilities. 

6.8. According to ESC there is a need for a legal framework that could 
ensure an encouraging environment for the development of social 
enterprises, that would clearly regulate specific tax incentives to 
those who fall within the scope of the definition for such an 
enterprize and pursue social objectives and act upon them. 

 
7. Stimulatiing social enterprises by means of "positive" discrimination 
 

7.1. One of the most common measures which are used worldwide for the 
stimulation of the social economy, are those associated with the so- 
called "positive" discrimination (also known as "reverse")9. 
Bulgarian legislation has many examples of positive discrimination, 
but the most relevant to the activities of social enterprises, as entities 
involved in the economic turnover, are the hypotheses provided in 
the recent amendments to the Public Procurement Act. Under this 
Act the contracting authority shall reserve the right to tender for the 
procurement for specialised enterprises or cooperatives of disabled 
people when: 
• the subject matter of the contract is included in a list approved by 

the Council of Ministers, or 
• the order is performed under programmes for the protection of 

the employment of persons with disabilities. 
 In such cases, specialised enterprises or cooperatives of people with 
disabilities participate provided that they perform at least 80% of the subject 
matter of the contract with its own production and resources or by means of 
subcontractors who are also specialised enterprises or cooperatives of people 
with disabilities. For this purpose, nationally representative organizations of 
and for people with disabilities each year to 30 September of the current year 
publish in the Public Procurement Portal information about the production 
capacity of their members. 
 

7.2. The Commission recommended to facilitate the access of all social 
enterprises (not only of people with disabilities) to public 
procurement as "reserved contracts." Member States may "reserve" 
the right to participate in public procurement for economic operators 
whose principal objective is the social and professional integration of 
workers with disabilities or disadvantaged persons. In this regard, 
ESC notes that this "positive" discrimination should follow the 

                                                
9 Direct citation from:   http://www.legaltheory.org/index.php?rid=22&id=181 
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recommendation of the Commission to require a 30% threshold for 
the disabled or disadvantaged workers. 

 
 
ІІ. EU policies in the field of social enterprise and entrepreneurship – 
strategies, action plans, challenges 
 
1. The Commission worked deliberately and consistently to develop a policy 

framework to support the social economy and social entrepreneurship in 
the EU. ESC welcomes these efforts and finds that they have a significant 
influence on the development of social economy country. The extremely 
important role of social enterprises and social entrepreneurship in the 
Bulgaria and the EU is reflected by the development and implementation 
of a number of key documents10 such as: 

•  Commission Communication on 'Social Business Initiative – 
Creating a favorable climate for social enterprises, key 
stakeholders in the social economy and innovation" and 
"Towards a job-rich recovery"; 

•  "Single Market Act ITwelve priority measures to boost growth 
and strengthen confidence", One of which relates to the 
promotion of social entrepreneurship; 

•  "Single Market Act II – Together for new growth" 
•  European Parliament Resolution on the Initiative of Social 

Entrepreneurship; 
•  Special Report from the EESC of 2012 – "The Social Economy 

in the European Union", which updates a similar report issued in 
2008 It examined the state contribution, legal instruments and 
public policies relating to the social economy and its role to 
overcome the economic crisis. 

2. Other strategic documents relating to the social enterprise and social 
entrepreneurship are: 

 
2.1.  Strategy "Europe 2020", where Priority 3 calls for the achievement 

of "inclusive growth, which will stimulate the economy with high 
levels of employment leading to social and territorial cohesion".  

2.2.  EC Communication "Social Business Initiative – Creating a favorable 
environment to promote social enterprises, key stakeholders in the 
social economy and innovation", which presents an action plan to 
promote social entrepreneurship in Europe in three main directions: 

                                                
10 European Parliament Report on the Social Economy, 2009; EC Communication "Social Business 
Initiative", 2011; Single Market Act I, 2011. and the Single Market Act II, 2012, Regulation of the European 
Parliament and the Council on European Social Entrepreneurship Funds, 17 April 2013; Proposal for a 
REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL on the European Union 
Programme for Social Change and Innovation, 2011  
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• The first direction is facilitating access to private funding and 
mobilising EU funds to support the financing of social enterprises. 
This is expected to encourage private and public actors to invest 
more of their own capital or by means of loans in social enterprises. 
Following the adoption of this key action, the European 
Commission proposed a Regulation on European Social 
Entrepreneurship Funds, which was adopted by the EP and the 
Council of 17 April 2013, and the Programme for Social Change and 
Innovation. The program envisages the creation of a European 
financial instrument amounting to 90 million Euros, which will 
facilitate access to finance for social enterprises in starting their 
business, its expansion and development.  

• The second direction concerns improving public awareness of social 
entrepreneurship through the development of appropriate tools. In 
this regard, the ESC welcomes the intention of the Ministry of 
Labour and Social Policy with the National Statistical Institute, the 
Agency for Social Assistance and the Central Cooperative Union to 
create a national database of social enterprises. 

• The third direction is related to the improvement of the legal 
environment for social entrepreneurship by expecting the 
Commission to clarify the legal forms that can be used by social 
entrepreneurs and to facilitate access to social enterprises to public 
procurement. 

2.3. European Employment Strategy. In line with the Europe 2020 
Strategy it aims at creating more and better jobs throughout the 
European Union (EU). The strategic objectives in support of this are:  

• to provide "new momentum"by engaging all stakeholders and 
strengthening controls over national agreements, combining 
flexibility and security of employment; 

• to support and develop self-employment. 
2.4. Action Plan "Enterprise 2020: Revival of the entrepreneurial spirit in 

Europe", which was established in 2013 and outlines the steps for 
decisive joint action to unleash the entrepreneurial potential by 
removing obstacles and implementing radical changes in the 
entrepreneurial culture in Europe. Immediate action is proposed in 
three areas: 

• The first is education and entrepreneurship training in two main 
domains of knowledge - increasing the range and quality of 
entrepreneurship education and higher education in entrepreneurship.  

• The second area of action is to create a favorable environment for the 
growth and development of enterprises through removing obstacles that 
impede their creation and development; access to finance; support 



16 
 

 
ESC/3/009/2013 
 

during the critical stages of the life cycle and growth of enterprises; 
development of the new business opportunities offered by digitization; 
easier transfer of ownership of enterprises; review of the procedures for 
bankruptcy and providing a second chance for honest insolvent 
entrepreneurs; reducing the regulatory burden. 

• The third area of action concerns the measures for the promotion of 
entrepreneurs as role models and inclusion entrepreneurship of women, 
older people, migrants, the unemployed and young people. 

2.5. Regulation of the European Parliament and of the Council on 
European Social Entrepreneurship Funds on 17 April 2013 It should 
support the market for social enterprises through effective fundraising 
by investment funds, which are oriented to these enterprises. The 
establishment of a European fund for social entrepreneurship as a 
collective investment undertaking, which aims to invest at least 70% 
of its aggregate capital contributions and uncalled committed capital 
in assets that are qualified investments. 

 
3. Challenges for social enterprises in Europe 

3.1. According to ESC, social enterprises and social entrepreneurs face a 
number of challenges related to their better visibility, the creation of a 
more favorable legal and institutional environment for their operation 
and the provision of better financial opportunities for their 
development. 

3.2. ESC recommends to create a common European definition of social 
enterprise which would become the basis for drafting the legal 
framewrok for setting up of social enterprises at the national level. 

3.3. According to the ESC, it is necessary for public authorities to 
explicitly recognise the identities of these organisations. 

3.4. ESC considers necessary the improvement of cooperation at the 
horizontal (between social enterprises) and the vertical (between 
social enterprises and public institutions) level. 

 
4. Social Economy and Innovation 

4.1. Considering that the social economy is a significant potential for 
social innovation ESC insists that social enterprised be further 
encouraged in their efforts to find innovative solutions to social 
problems (such as reconciling work and family life, gender equality, 
quality of family life and the ability to care for children, the elderly 
and people with disabilities). 

4.2. One of the latest innovations in the social sphere is the concept of 
"experts by experience" developed precisely as a form of social 
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entrepreneurship. These are individuals with specific expertise 
acquired through personal experience in social exclusion. The 
initiative aims to build on existing good practice in Europe to tackle 
social exclusion by entering a qualitatively different approach to 
working with vulnerable groups by creating the profession occupation 
"expert by experience". 

5. Social impact of the activities of social enterprises 
5.1 . Repeatedly in different acts ESC stated that social entrepreneurship 

has an important role in social cohesion and the creation of growth 
and jobs. In the adopted resolution on the Communication from the 
European Commission (EC) - "Single Market Act II - Together for 
new growth," ESC welcomes the European Commission's initiative 
"to develop a methodology for measuring the socio-economic benefits 
of social enterprise." Measuring the positive social impact of the 
activities of social enterprises is a prerequisite for targeted 
investments in social enterprises in the context of the Regulation of 
the European Parliament and of the Council on European Social 
Entrepreneurship Funds of 127 April 2013 and the Proposal for a 
Regulation of the European Parliament and the Council of the EU 
Programme for Social Change and Innovation11. This programme is a 
tool managed directly by the European Commission which aims to 
support employment and social policies within the European Union. 
The program is part of the legislative package adopted by the 
European Commission for Cohesion Policy 2014 -2020 It brings 
together three existing programs: Progress (Programme for 
Employment and Social Solidarity), EURESS (European employment 
services) and Progress Microfinance (Microfinance Program) 
increasing their range.  

5.2 . According to ESC, to meet the guidelines laid down in the above 
mentioned documents, it is necessary to create an adequate enabling 
environment within which specific European funds and financial 
instruments may be matched appropriately to national measures. This 
will definitely contribute to increasing investor confidence. 

 
 
ІІІ. Achievements, priorities and concerns in the development of social 
entrepreneurship in Bulgaria 
 

1. ESC believes that social enterprises in Bulgaria are still an untapped 
business model. The currently existing social enterprises are mainly NGOs 

                                                
11 http://ec.europa.eu/internal_market/investment/social_investment_funds/index_en.htm  
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that applying the relevant legislation create social enterprises whose 
business is focused on the realization of the social objective and mission of 
the organisation. 

2. Social enterprises in Bulgaria operate in different sectors. They are the 
most frequently involved in: 

§ providing social services; 
§ providing employment for people with disabilities; 
§ mediation in finding a job for unemployed persons; 
§ providing healthcare services; 
§ activities related to education and others.  

3. In the implementation of these activities the leading priority is not the 
production of a final product, but the achieved social impact on the 
individuals themselves, evidenced by their utilization of the provided 
support to become more integrated in society. In this sense, there are three 
basic models of social enterprises: 
3.1. The most common model is the one that creates employment and 

develops the workforce. Jobs mainly for people with disabilities are 
created by initiating a business activity. Most often sociel enterprises 
function as employers of people with disabilities in order to achieve 
the integration of persons with reduced employability in the labor 
market and create conditions for better life for them.  

3.2. Another popular model of social enterprise is the one which produces 
goods and tries to market them. Most often persons with disabilities 
are engaged in such social enterprises as occupational therapy and 
produce certain goods. Existing social enterprises in Bulgaria which 
fall within this model are engaged in the manufacture of certain 
products by persons who are unemployed or in a state of social 
exclusion. Their aim is to enable them to work, and improve their 
social inclusion. 

3.3. The third existing model in Bulgaria is related to the provision of 
social services usually in return for remuneration paid by external 
customers, while the social enterprise also provides social services to 
its members. Payment is contractually regulated with the state or the 
municipality. Within this model, services are provided to different 
users who pay directly to the social enterprise for the respective 
service. 

4. The National Reform Programme (2011-2015) was adopted within the 
implementation of the Europe 2020 Strategy and contains goals and 
policies for the development of Bulgaria in the short and medium term. 
There are four priority areas: 
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4.1. ESC supports the measures related to social economy identified in this 
document, which should be implemented in the short and medium 
term, namely: developing a handbook rules in the field of social 
entrepreneurship;developing a national concept for active 
aging;support for the provision of modern social housing for the 
vulnerable, minority and low-income populations and other 
disadvantaged groups, creating new and supporting existing 
enterprises in the social economy which contribute to the 
development of social entrepreneurship in Bulgaria. 

5. The visions and priorities for promoting the development of social 
economy in our country are included in the National concept of social 
economy adopted in 2011. It follows the priorities of the Europe 2020 
Strategy for promoting the social economy to achieve sustainability, 
economic growth and quality of life (especially among disadvantaged 
groups). ESC believes that in order to realise these commitments, the state 
should create an appropriate legal and institutional environment and 
coordinate sectoral policies to allow an accelerated plan to roll out 
successful models of social enterprises.The Concept also developed 
criteria for the identification of enterprises and social economy 
organisations to serve as basis for the creation of a favorable 
(administrative and legal) environment for the development of social 
enterprises (access to finance, social clauses in public procurement, tax 
incentives, etc.).The Concept serves as a standard to assist in supporting 
the development of social economy and encourage all participants to 
promote the spirit of social solidarity. According to the Concept, social 
economy is "both part of the real economy and of civil society in which 
individuals and/or legal persons, associations of volunteers or other 
organized entities do business in the public interest and reinvest profits to 
achieve social objectives."  

6. The National Youth Strategy 2010-2020 adopted by the Council of 
Ministers states that Bulgaria should improve the economic activity and 
career development of young people and promote social entrepreneurship 
among them. For this purpose it is necessary to promote public-private 
partnerships and social entrepreneurship in services for the development 
of young people.To achieve bettwer realisation and active participation of 
young people in social and economic life it is necessary to create an 
appropriate and comfortable environment and conditions for school and 
university education in the field of social entrepreneurship. 

7. Bulgaria also adopted a National strategy to reduce poverty and 
promote social inclusion (2020)12 the priority of which is to provide 
opportunities for employment and income growth through active 
involvement of citizens in the labor market. Among the proposed concrete 

                                                
12 The document was adopted by the Council of Ministers on 6 February 2013. 



20 
 

 
ESC/3/009/2013 
 

measures is promoting entrepreneurship, including social 
entrepreneurship. 

8. A long-term Strategy for the employment of people with disabilities 
2011-2020 was also elaborated, which aims to provide opportunities for 
people with disabilities of working age to effectively exercise their right 
to free choice of career development, to improve the quality of life for 
free and achieve full inclusion in public life.  

9. Support to existing specialised enterprises, cooperatives of people with 
disabilities and social enterprises can be obtained within the Operational 
Programme "Human Resources Development" Area of Intervention 
5.1 "Support for social economy". The establishment of new forms of 
social enterprises, including sheltered workshops, and conditions for 
strengthening community and voluntary initiatives contributing to raising 
the level of social capital are also supported. 

10. ESC again underlines that vulnerable groups and their problems are 
diverse and they should be addressed with due respect to their needs and 
increased flexibility, so as to achieve efficient and effective results. The 
"path to solutions" is not important (the path may be divers, as diverse and 
vast as the opportunities for economic initiatives), what is important is the 
very result, but it should ensure better integration and sustainable 
alleviation of the problem of social exclusion in our country. 

11. ESC believes that the fragmented and incomplete regulatory framework 
(mapping by sector - social service providers, specialised enterprises, etc.) 
negatively affects the development of a coherent governmental policy to 
support the social economy and social enterprises in the country, which 
affects their stability and performance. 

12. According to the ESC, it is necessary to discover and promote best 
practices and positive models achieved in Bulgaria, as well as to create 
conditions for the spread of good examples through the creation of 
national and international networks for the exchange of knowledge and 
experience. In this regard, ESC welcomes the publication by the 
Commission of the fourth edition of the manual for a social Europe 
dedicated to the social economy and social entrepreneurship, which 
presents a number of good examples(the Bulgarian example refers to TPK 
Chernomorka, Burgas).  

13. ESC considers that it is necessary to create conditions and support 
networks for social entrepreneurs in the country to develop their skills and 
to enable them to exchange information and experience. In this sense, the 
ESC supports the coordination of efforts of various stakeholders - 
governmental and non-governmental bodies and agencies, academics and 
others who can contribute to a better awareness of social 
entrepreneurship. 
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