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Abstract

Social enterprise development is a significant factor for social and economic sustainability of countries. The rapidly growing
social economy sector contributes to economic development by attracting significant attention from international and national
policymakers. It redefines the «market» versus «state» institutional tradition and discovers a new field for economic and welfare
development.

The article analyses social enterprises’ evolution, scale, scope and contribution to national economies in the UK, Sweden and
Lithuania. The research highlights the complex nature of the social economy ecosystem and transformative impact through
the intersection of three elements: social impact, economic sustainability and democratic governance. Innovations flow into
the public sector through partnership with social enterprises. Social economy organisations fuel entrepreneurship and play
significant role in the development of economic and social cohesion and sustainability in deprived rural areas. Social enterprises
become key partners for states aiming to fuel competition and innovation into the public sector through deinstitutionalisation
and decentralisation of state functions.

The article unveils the role which social economy sector plays in the UK, Sweden and Lithuania. It highlights paradoxes which
emerge from the specific historical background, particularly the interruption of the Soviet regime, separation of both the private
and public sectors and segregation of social economy from economic landscape observed in Lithuania in the contrast to Sweden
and the UK.

It has been concluded that social economy plays a significant and undervalued role in maintaining the national and global
economies. Social economy organisations contribute to GDP through their trade in goods and services in the market and to
welfare through sustainable innovative services, including their ability to deal with problems which state or private companies are
not able to solve. They generate profit in economically weak areas and fuel entrepreneurship into deprived rural territories. Across
different countries, social economy organisations vary in legal forms and scope of their activities. They are organised into unique
ecosystems framed by specific socio-political conditions.
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OkyHeBiuyTe HeBepayckieHe J1.

KaHauaaT eKOHOMIYHMX HayK, Npodecop,

Kadeapa eKOHOMIYHOI iHXXeHepil, (hakynbTeT ynpasniHHA 6i3HeCOM,

BinbHIOCbKMIN TEXHIYHMI YHIBEpCUTET iMeHi legimiHaca, BinbHioc, Jntea

MpaHckesiuyTe I.

MariCTp eKOHOMIKW, AOCNIQHVIK,

JINTOBCBKMI LEHTP couianbHUX JocnigkeHb, BinbHioc, Nllutea

Bnnue cekTopa couianbHOI EKOHOMIKM Ha eKOHOMiIYHUIA PO3BUTOK:

Cnony4eHe KoponiscTBo, LLIBeuis, JintBa

AHoTauis

Po3BnTOK coujianbHOro NignpueMHULTBA € BaXKIMBUM (DAKTOPOM, LLIO BU3HAYaE COLiabHO-EeKOHOMIYHY CTilKiCTb KpaiH. Bnnve
ceKTopa couianbHOT EKOHOMIKN Ha EKOHOMIYHUIA PO3BUTOK BUKITMKAE 3POCTaOUMIA iHTEPEC 3 GOKY NONITUKIB K BCepeanHi KpaiHu,
Tak i 3a il Mexxamy i 3yMOBIIOE IHCTUTYLINHY TpaauLilo NPOTUCTaBNEHHS PUHKY Aep>XaBi, BioKpuBato4n HOBI NepCcrneKTnBmn ans
PO3BUTKY EKOHOMIKW 11 NiABULLEHHS JOOPO6YTY.

Y cTaTtTi aHanisytoTbCcs eBOMtoLis, MaclTabu i BHECOK couianbHUX MIANPUEMCTB B HauioHanbHi ekoHOMiku CrnonyyeHoro
KoponiscTaa, LLBeuii Ta JIuten. Ocobnmsy yBary B [OCNIOKEHHI NPUAINEHO CKNagHin cucTemi coujianibHOI EKOHOMIKM 11 B3aEMOR,T
TPbOX €NIEMEHTIB, SAKNMU € CoUjanbHUA BMAUB, €KOHOMIYHA CTIMKICTb i eMoKpaTu4He ynpasniHHA. |HHOBauji HagxodsTb Y
Oep>KaBHUI CEKTOp Yepes3 NapTHEPCTBO i3 couianibHUMU MignpruemMcTBamu.

CouianbHO-eKOHOMIYHI OpraHisauii cnpusitoTb PO3BUTKY MiANPUEMHMLTBA Ta BigirpatoTb BaXXMBY POsib Y NiABULLEHHI EKOHOMIYHOT
Ta couiasibHOi 3rypToBaHOCTI Ta CTINKOCTI B 6igHNX CiflbCbKMX parioHax. CoujianbHi nignprueMcTBa CTaloTb KYOBMU NapTHepamu
019 fep>Kas, Lo NparHyTb CTUMYNOBATH KOHKYPEHLto Ta iHHOBaLi B lep>XKaBHOMY CEKTOPI 3a [,OMOMOro0 AeiHCTUTYLioHani3auji
N peueHTpanisauii gep>xaBHUX QYHKLNA.

ABTOpaMun OOCHIOXXEHHST BUBYEHO, SKY POJSib CEKTOP CcoujanibHOI eKoHOMIKM Bigirpae y CnonyyeHomy KoponiscTsi, LLBeuii Ta
JlnTBi, a TakoXX PO3MSAHYTO NAapafoKCU, B OCHOBY SIKUX NAMN KOHKPETHI ICTOPUYHI NepegyMoBK, a came: Kpax pagaHCbKoro
pexXnMy, NORIN CeKTopa EKOHOMIKM Ha MpuBATHUIA i AepXXaBHWUIA, @ TaKoXX cerperauis coujianbHOI eKOHOMIKM BignoBigHO [0
€KOHOMiYHOro naHgwadTy B JInTsi, Ha BigMiHy Big peanin LLIsewii Ta CnonyyeHoro KoponiscTaa.

KniouoBi cnosa: coujanbHa eKoHOMIKa; colianbHe NignpueEMCTBO; iIHTerpoBaHi couianbHi NignpuemcTsa; [o6po6yT; KOMyHaNbHI
cNy>X6u; PO3BUTOK CiNbCbKNx TepuTopin; Jintea; LLseuis; CnonyyveHe KoponiscTso.
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OkyHeBu4toTe HeBepayckueHne Jl.

KaHamaaT 3KOHOMMYECKUX HayK, npodeccop, kadenpa 3KOHOMUYECKON NHXeHepUn, hakynbsTeT ynpasneHnust 6U3HecoMm,
BunbHIOCCKININ TEXHNYECKNI YHUBEPCUTET NMeHN legumnHaca, BunbHioc, Jlutea

MpaHckeBu4ytoTe U.

MarmcTp 3KOHOMUKMW, NCcrnepoBatesb,

JInToBCKUIA LLIEHTP coumanbHblX nccnegosaHuii, BunbHioc, Jntea

BnusiHne cektopa couunanbHON 3KOHOMMUKM Ha 9KOHOMUYecKoe pa3Butue: CoepuHeHHoe KoponeBctBo, LLBeyus, JiutBa
AHHOTauma. PassuTne coumanbHOro npegnpuHMMaTeNibCTBa SABNSETCS BaXKHbIM (PakTOpPOM, ONpedensiowyM coumnanbHO-
3KOHOMUYECKYI0 YCTONYMBOCTb CTpaH. BnusiHne cektopa coumanbHOM 3KOHOMUKM Ha 3KOHOMUYECKOe pas3BUTME CTAHOBUTCS
NPeaMETOM pacTyLLEero BHUMaHUSA CO CTOPOHbI MOSIMTUKOB Kak BHYTPW CTpaHbl, Tak U 3a pybexom. OH npeponpenensier
WHCTUTYLMOHANbHYO TPaauLMo NPOTUBOMNOCTABNEHNS PblHKa FOCYAapPCTBY U OTKPbIBAET HOBOE MoJe AN pPasBUTUSA S3KOHOMUKU
N NoBblweHMsA 6narococTosiHiA. B ctatbe aHanuaupyloTcs asoniouusi, Macwitabbl U BKMah couuasbHbiX NpegnpusaTtuli B
HaumoHanbHble akoHoMUKKN CoepgnHeHHoro KoponescTsa, LLseunn n Jlutebl. Ocoboe BHMMaHUE B UCCNELOBaHWN YAENEHO
CIIOXKHON CUCTEME COLMaNIbHOM 3KOHOMUKU U B3aMMOLENCTBUIO TPEX 3NEMEHTOB, KOTOPbIMU SIBASIKOTCS CcoLMaibHOe
BO3[€ENCTBUE, IKOHOMMYECKas YCTOMYMBOCTb U OEMOKpaTMyeckoe ynpasneHue. IHHoBaumm nocTynatoT B rocyfapCTBEHHbIN
CEeKTOp 4Yepe3 MNapTHEPCTBO C coumanbHbiMU npegnpuaTusMu. CoumnanbHO-9KOHOMUYECKUE OpraHM3aumMm Crnoco6CTBYOT
pasBuUTUIO NPEeLNPUHMMATENBCTBA U UFPaloT BaXKHYIO POSb B MOBbLILEHNN 3KOHOMWUYECKON M COLUMAnbHOWM CrIOYEHHOCTM U
YCTONYMBOCTMN B 6EAHbIX CENbCKNX parioHax. CounanbHble NPeanpuUaTS CTAHOBSATCA KITHOYEBBIMU NapTHeEpPaMu st FrocyaapcTs,
CTPEMSILLNXCSA CTUMYIMPOBATb KOHKYPEHLMIO U MHHOBaLN B rOCyAapCTBEHHOM CEKTOPE NOCPEACTBOM AEUHCTUTYLMOHANM3aunmn
N geLeHTpannsaumnmn rocygapcTBeHHbIX QyHKUmA. OTaenbHoe BHUMaHWe B CTaTbe YAENEeHO POonu, KOTOPYK CEKTOP COLManbHON
3akoHoMUKM urpaet B CoepguHeHHoM KoponeBscTie, LLIBeunn n JInTse, a Takxxe napagokcam, B OCHOBY KOTOPbIX NEMNN KOHKPETHbIE
NCTOPUYECKNE MPEQMNOCHUIKNA, a UMEHHO: Kpax COBETCKOrO pexXuma, pasgeneHme YacTHOro U rocyfapCTBEHHOrO CEKTOPOB,
a TakXxe cerperaumsi coumanbHOM 3KOHOMMKM B OTHOLLEHMN 3KOHOMUYecKoro nanpawadTta B JInTBe, B OTANYME OT TOro, YTO
Habntogaetcs B LLiBeunn n CoepnHeHHom KoponescTse.

KntoueBble cnoBa: couvanbHas 3KOHOMUKA; coumanbHOe NpeanpusaTie; WHTErPUPOBAaHHbIE CcouuvasibHblE MPEQnpUATUS;
6n1arocoCTOsIHNE; KOMMYHarbHble CNy>X6bl; pasBUTUE CEeNbCKUX TeppuTopuit; JInTea; Lseuns; CoegrnHeHHoe KoponeBcTBo.

1. Introduction

Social economy has been poorly integrated into econo-
mic theories comparing to circular economy, inclusive
economy or other new trends (Noya & Clarence, 2007;
Spear et al., 2018). There is an assumption that social eco-
nomy organisations operate outside the market mecha-
nisms which authors of several international studies prove
to be mistaken (Borzaga et al., 2011; E. Defourney & Nys-
sens, 2010; Watson, 2017, Henderson, 2018).

The social enterprise sector recently is growing rapidly
and attracts investors, policy makers and scientists as an
emerging sector in the global economy (Sepulveda, 2014;
Rostron, 2015; Galera & Borzaga, 2009; Defourny & Nys-
sen, 2012; Agapitova et al., 2017; Baldacchino, 2017). Go-
vernments and international organisations, the European
Commission and the Organisation for Economic Coppera-
tion and Development (OECD) officially recognise the role of
social enterprises in addressing social, environmental and
other cross-sectoral challenges, bringing sustainable inno-
vations, promoting entrepreneurship in rural areas and de-
veloping agile business models (Noya & Clarence, 2007;
Sepulveda, 2018, Mazzey, 2017). On the other hand, the
cross-sectoral nature and the mixed business model of so-
cial enterprises challenge traditional division of economic
and non-economic sectors and unveil the grey areas of the
traditional economy (Bacq & Janssen, 2011; Billis, 2010;
Defourny & Nyssens, 2017).

2. Methodology

The research presented in the article seeks to highlight
opportunities and challenges related to the development of
the social enterprise sector. The research combines various
methods: analyses of statistical data, analytic reviews, scien-
tific literature, research studies and legal framework, the case
analysis and stakeholders interviews.

The comparative analysis of statistical data highlights
the contribution of the abovementioned sector to natio-
nal economies, legal forms, scale, employees, sectors of
involvement and future development perspectives across
three different countries: UK, Sweden and Lithuania. The
analytic review of research studies pictures historical evolu-
tion of social economy organisations in different countries
and shows how the origin of social enterprises has impac-
ted the scope of legal forms, business models and activities
today. The case analysis and research based on interviews
unveils the multifaceted impact of social enterprises on so-
cial and economic sustainability, rural development and in-
novations in the public sector.

3. Purpose

The study elaborates a hypothesis based on the idea that
growing social enterprise sector plays a significant and trans-
formative role in the development of an inclusive and sustai-
nable economy. Social enterprise goes beyond conventional
«bi-polar» representations of the economic landscape which
stress the central place of the market and the regulatory role
of the state (Defourny & Nyssens, 2012; Ostrom, 2009; Bor-
zaga et al., 2016; Eldar, 2017) and raises up paradoxes bet-
ween the old and the new legal systems and stimulates new
cross-sectoral policies. The article opens discussions around
new actors of the economic development and highlights the
complex nature of social enterprises.

4. Brief Literature Review

Across countries, scientists observe a broad variety of
forms, models and definitions of social economy, as well as
unique combinations of actors within social enterprise eco-
systems formed in the bottom-up manner in the unique socio-
political environment (Chaves Avila, Monzén Campos, 2007;
Ridely-Duff & Bull, 2011; Borzaga et al., 2016; McMullen, 2017;
Defourny & Nyssens, 2017; Mason, 2018).

The agreement on the contemporary definition of social
economy was reached by the EU’s representative institu-
tion at the Charter of Principles of the Social Economy pro-
moted by the European Standing Conference on Co-ope-
ratives, Mutual Societies, Associations and Foundations
(CEP-CMAF) in 2002. The Principles qualify to social eco-
nomy any organisations that have autonomous manage-
ment, democratic decision-making processes and freedom
of association, created to serve members, users or gene-
ral interest by market activities, and most of the surpluses
used in pursuit of this aim.

A. Fici (2015), L. Sepulveda (2014), J. Defourny and
M. Nyssens (2017) argue that the pure legal forms of the
non-profit sector and the pure forms of the for-profit sec-
tor are inadequate to accommodate the phenomenon of a
social enterprise. G. Galera and C. Borzaga (2009) see a
fundamental change and stress that social enterprises inf-
luence the theoretical concept of enterprise in general: the
conception of enterprises as organizations promoting the
exclusive interests of their owners is questioned by the
emergence of enterprises supplying general-interest ser-
vices and goods in which profit maximisation is no longer
an essential condition.

Typically, social economy organisations adopt either
a non-profit or a for-profit organisational form, and the
definition of the sector should not be limited to any
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specific legal forms. A. Szymanska and M. Jegers (2016),
D. R. Young (2012), D. Billis (2010), M. Nyssens (2006),
J. Defourny (2014), T. Besley and M. Ghatak (2017) define
social enterprises as hybrid organisations: a mishmash of
legal forms and projects (Young, 2012), a combination of
various resources and institutional logics (Billis, 2010; Nys-
sens, 2006), a mixture of the objectives of two groups of
stakeholders: the owners and the managers (Szymanska &
Jegers, 2016), a balance between profit and social impact
objectives (Besley & Ghatak, 2017), activities combining the
features of social work and business (Artcer et al., 2016),
or the creation of blended value which includes both so-
cial and financial value (Agafanow, 2014; Dao et al., 2017).
The summarised overview of social economy organisations,
highlighting structural differences of the core elements, e.g.
motives, assets, accountability, governance and surplus in
the hybrid spectrum from non-profits to traditional enter-
prises, is presented in Figure 1.

The reforms of welfare services toward market and pro-
motion of competition through Europe (Le Grand, 2007;
Sepulveda, 2014; Legreid, 2017) also relate to increasing
role of social economy organisations, particularly social
enterprises (Cace et. al., 2010; Wright et al., 2011; Fran-
ces, 2008; Vickers, 2017; Steiner, 2017). Social economy
organisations, the leading partner to the state in co-produc-
tion of public services, represent the fastest growing sector
in Europe, form fertile ground for the creation of many new
enterprises locally, operate as businesses and contribute
to national and global economies (Sepulveda, 2014; Cabi-
net Office, 2010a).

5. Comparison of evolution of social enterprises in the
UK, Sweden and Lithuania

Different historical context frames different nature and a
variety of social enterprise models prevailing in a country
or region (Gualera & Borzaga, 2009; Defourny & Nyssens,
2017; Kerlin, 2017). A comparative analysis of social enter-
prise universe in the UK, Sweden and Lithuania confirms,
that different historical context frames a different nature,
scale, scope and variety of social enterprise models prevai-
ling in a country or region.

Social enterprise activities in Sweden and the UK have
a continuing and long-standing tradition. In Sweden and
the UK, social enterprises historically operated and deve-
loped in the market in partnership with traditional business
companies. In Lithuania, the sector faced disruption by the
Soviet regime. In contrast to the generaltrend, when social
entrepreneurship rises as form of grass root civil activities,
social entrepreneurship in Lithuania appeared as a result

of different structural reforms implemented by the govern-
ment.

Social enterprise in UK

In the UK, the first social economy organisations, mainly
social enterprises operated in 1840s. In Rochdale, the wor-
kers’ cooperative was established to provide quality and af-
fordable food to factory workers. The «Fair Trade» movement
in the late 1950s stimulated the expansion of social enter-
prise and bridged the gap between profit-seeking for private
interest and volunteer activities to solve social problems
(Wright et al., 2011; Nicholls, 2017; Han, 2017).

The rebirth of social enterprise started in the 1990s,
when the sector gained consistent support by the govern-
ment policies (Foster & Bradach, 2005). In 2001, the dedi-
cated Social Enterprise Unit within the Department of trade
and Industry was created. After the financial crisis the new
Coalition Government in 2010 announced the reform of
public services and the vision of a «Big Society» (Cabinet
Office, 2010b), where more decisions and responsibilities
are downshifted to civil society.

Social economy in Sweden

Swedish social economy organisations emerged in the
18t century with the temperance movement and associations,
including free churches, labour movements, cooperatives,
sports and adult education organisations (Stryjan, 2004). La-
ter, from the 19" century, the welfare services were taken
over by the state and public authorities (Pestoff, 2014). Social
economy organisations emerged to meet the social needs that
were not satisfied by the state and municipalities and became
a flagship for social innovations in public sector (Stryjan, 2004;
Gawell, 2017; Borzaga et al., 2016).

In Sweden, social economy organisations were not re-
cognised as significant contributors to the economy till the
late 1990s and the time when welfare services were decen-
tralised. The reform opened market competition to the state-
owned sector: schools, health care, elder care and labour
policy. The market for public service stimulated growth of
social enterprises (Gawell, 2017; Sivesind, 2017). Currently,
state organisations, both private enterprises and social en-
terprises, compete to provide services and are recognised
as subjects of the state economy.

Social economy in Lithuania

In the pre-war period, until 1940, social economy orga-
nisations developed in Lithuania as they did in many Euro-
pean countries. There were charity organisations and
Christian cooperatives providing social services. During the
Soviet period (1946-1990), all independent and democra-
tic civil organisations were either prosecuted or forbidden.

Primary driver — SOCIAL VALUE

BLENDED SOCIAL AND FINANCIAL VALUE

Primary driver — FINANCIAL VALUE

Charities Non-
profits

Non-profits with Social
earned incomes enterprises

Sustainable CSR Business

Business

Socially driven

business business

‘ Only social impact

H Social impact & independence ‘< MOTIVE »‘ Financial profit & sustainability ‘ ‘ Only financial profit ‘

‘ Donations, grants H Grants & trade

‘ Donors & stakeholders ‘ ‘ Stakeholders

‘ Democratic with stakeholder involvement

More than 50%
reinvested to mission

100% reinvested to mission

Trade ‘

Customers & owners “ Owners ‘

Shareholders, corporate governance ‘

Distributed to
owners

Distributed to owners, part donated
to charity or social investments

Fig. 1: The place of social economy organisations in the hybrid spectrum
Source: Compiled by the authors
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The true nature of civil organisations was distorted by the
nationalisation of private assets and by the process of
forced collectivisation.

The interviews with stakeholders reveal that the So-
viet period made a significant imprint on the attitude of to-
day’s society toward social enterprises: society does not
trust cooperative and volunteer activities. Social economy
organisations are dependent on state funding. Also, there
is a clear opinion that welfare services and profit-seeking
economic activities oppose. Such attitude is manifested in
the legislative system, financing programmes and division
of services between non-profit and for-profit legal entities,
as described further.

Since the restoration of the independent state in the
1990s, social enterprise in Lithuania has developed in two
directions: the work integration social enterprise (WISE) and
other types of social enterprises. WISEs where institutiona-
lised in 2004 and benefited from a special legal status, per-
manent financial aid system, tax exemptions and other pre-
ferences. The number of WISEs has grown dramatically from
13 enterprises in 2004 to 186 in 2017, creating a heavy fi-
nancial burden on the state: the state financial aid to WISEs
in 2004 was EUR 1.2 million, and, in 2017, it reached EUR
16.3 million. Furthermore, the ex-lege recognition of this
type of social enterprise has also contributed to the over-
shadowing of other types of social enterprise. The other
types of social enterprise emerged in the market as grass-
roots organisations. They mainly adopted non-profit legal
forms and lobbied for new legislation which would not be
limited to WISEs.

6. The scale and types of social economy organisations

Social economy organisations relate to an undervalued
sector of Europe’s economy. They operate in various areas
of public policy creating possibilities for social and econo-
mic inclusion to different social groups and provide innova-
tive solutions to socio-ecological problems which state and
private companies are not able to solve (Sepulveda, 2014;
McMullen, 2017; Defourny & Nyssens, 2017).

Social economy organisations compound 10-12% of
all European businesses, with 2.8 million entities. Social
economy creates 13.6 million paid jobs in Europe, which is
6.3% of the working population of the EU-28, and engage
82.8 million volunteers, an equivalent of 5.5 million full-time
workers. The sector is more resilient to the economic cri-
sis: the number of employees in social enterprises dropped
only from 6.5% to 6.3% during the 2008-2009 period when
the decrease of paid workforce in SMEs was up to 10%
(CIRIEC, 2016).

UK: examples of leadership

The UK is a country that has a strong social economy
sector and is often represented as a model to other coun-
tries. In 2017, there were approximately 100,000 social en-
terprises, which contributed GBP 60 billion, i.e. 3%, to the
UK GDP. The sector employs 2 million people, which cor-
responds to 5% of the UK workforce. Social enterprises
are more successful economically: 47% of social enterpri-
ses grew their turnover in the last year, compared with 34%
of the UK traditional businesses. In the UK, social econo-
my organisations adopt the following legal forms: private
companies limited by guarantee (41%), charity organisa-
tions (36%), community interest companies (10.5%), private
companies limited by shares (8%), and industrial and provi-
dent societies (1.5%) (Seforis, 2016).

Sweden

The social economy in Sweden is very different from
that of the UK. The peculiarities are preconditioned by his-
torical context and state policies. The sector consists of
WISEs and civil society organisations. In 2017, there were
333 work integration social enterprises with 9,630 emp-
loyees. According to the Statistics Sweden, there were
92,000 economically active civil society organisations
in 2014, and their contribution to Swedish economy was
SEK 216 billion or 3.2% of the country’s GDP. Social eco-
nomy organisations in Sweden are non-profit associations
(31.3%; 46,930), housing cooperatives (25.5%; 23,499),

WORLD ECONOMY AND INTERNATIONAL ECONOMIC RELATIONS

foundations (13.7%; 12,614), communities (4%; 3,715), pri-
vate limited companies (2.2%; 2,041), economic associa-
tions (1.9%; 1,817), religious communities (1.2%; 1,071)
and others (Statistics Sweden, 2016).

The civil society organisations employ 3.8% of all the
country’s workforce or 150,000 full time employees. It is
estimated that social economy organisations additional-
ly involve 1.7 million people through voluntary participation,
which is equivalent to 60,000 full time employees (ICF Con-
sulting Services, 2014).

Lithuania

In 2017, the social economy sector in Lithuania com-
prised 7,379 legal entities, which comprises 6.5% of all
active organisations in Lithuania (Statistics Lithuania,
2019). This number corresponds to 7,193 financially active
non-profit legal entities and 186 WISEs. Non-profit legal en-
tities employed 118,393 people, whereas WISEs accoun-
ted for 12,150 people out of whom 9,356 persons were di-
sabled. In total, the social economy sector in Lithuania em-
ployed 130,543 people, which is 9.6% from all workforce
according to information provided to the researchers by the
State Social Insurance Fund Board.

The sector in Lithuania comprises a variety of diffe-
rent legal forms, among them are public establishments
(65%; 4,827), associations (26.5%; 1,954), foundations
(8%; 218), limited liability social enterprises (2.5%; 186) and
others. Since 2014, the number of work integration social
enterprises, which are mainly limited liability companies,
have been growing on average by 10% per year, excee-
ding the growth rate of small and medium-sized enterpri-
ses during the same period, with their average growth rate
equal to 7.5% per year (Versli Lietuva, 2017). The growth of
non-profit organisations is lower and the growth rate is de-
creasing. Since 2014, the average yearly growth of public
establishments has been 7.4%, with 3.4% for associations
and 3% for foundations.

The paradoxically big scale of Lithuania’s social econo-
my is observed due to the establishment of public legal form
adopted by independent non-profit organisations, true so-
cial economy entities, as well by state organisations provi-
ding public services, such as hospitals, universities, schools,
social service centres and for-profit organisations that are
engaged in the provision of welfare services in education,
healthcare, elderly care, nurseries, etc.

7. Sectors of economic activities of social economy
organisations

In different countries, social economy organisations are
mainly engaged in the provision of welfare services to the
public and are main partners for the state and municipali-
ties. Research shows that social enterprises are highly in-
novative and capable of developing new services, products
or processes in the form of social innovations for the pub-
lic sector (Seforis, 2016; Nordic Council of Ministers, 2015;
Vickers, 2017; Bailey, 2018). Often, innovations introduced
by social enterprises are not only new to the organisation,
but also new to the market and refer to radical innovations
(Seforis, 2016).

Social enterprises are engaged in a broad variety of sec-
tors. In the UK, the leading sectors of social enterprises in
2017 were retailing (16%), business support and consultan-
cy (13%), education (11%), creative industries (9%), employ-
ment and skills (8%), health care (8%), social care (8%), cul-
ture and leisure (7%), environmental services (7 %), financial
support and services. There, social enterprises are the most
innovative sector. In the last 12 months, 50% of social enter-
prises have introduced new products, compared to 33% of
SMEs in 2016 (Social Enterprise UK, 2018).

In Sweden, WISEs operate in retail, hotel and restaurants,
household services and real estate, handicraft and recycling.
Civil society organisations are mainly engaged in housing
and social care (34.5%), recreation and culture (24.7%), ad-
vocacy and opinion making (7.5%), education and research
(5%), etc. (Statistics Sweden, 2016).

In Lithuania, the most popular activities among all types
of social enterprises are education (22%), cleaning (10%),
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social care (8%), construction (7%), sports (7%), crafts
(7%), food production and catering (6%), culture and lei-
sure activities (6%). Work integration social enterprises are
mostly engaged in low skill jobs, with cleaning, construc-
tion, food production or crafts being the most popular of
them. Non-profit social enterprises are engaged in the fol-
lowing service sectors: education, sports and social care
(Eurointegracijos projektai, 2014).

In Lithuania, the division of sectors by legal entities is pa-
radoxical and not relevant to other countries. It was induced
by the international aid programmes and state regulations
and financing. Typically programmes aiming to finance pro-
vision of public services were eligible only to non-profit le-
gal entities, and business development support or subsidies
were accessible only to traditional enterprises. Following the
adopted legal acts, work integration social enterprises can’t
be associations, foundations or public establishments.

Regional development

Social economy in all the three countries plays a signifi-
cant role in regional development and social cohesion. So-
cial enterprises emerge in areas which are not reached by
the state and are not interesting to businesses due to their
low profitability. Social enterprises bring entrepreneurship
into deprived areas, which is crucial for regional develop-
ment (Arkan, 2010; Audretsch, 2014; Steiner, 2017; Apos-
topolous, 2018).

Particularly, social enterprises are very heavily concen-
trated in the UK’s most deprived communities, 32.9% of
all social enterprises work in the top 20% of the most de-
prived communities in the UK, compared to 13% of tradi-
tional SMEs (Department for Digital, Culture, Media & Sport,
2017). Usually (79%), social enterprises are local employers
who create opportunities for the disadvantaged (Social En-
terprise UK, 2018).

A study on the European Union’s financing impact on
public goods and services in rural areas of Lithuania (Kuliesis,
Pareigiene, 2016) states that the EU financing boosted lo-
cal communities in rural areas from a few hundred in 2002
to 1,858 in 2016. Out of the 2,381 analysed LADER pro-
gram projects implemented by local communities, 55% were
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