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Abstract
In the last decade the concept of development and promotion of social
economy and social entrepreneurship are part of EU policy to tackle the social
exclusion of persons in a vulnerable position. Also, the model of social economy is
one of the key instruments for achieving social objectives within the framework of
the sustainable and inclusive growth. Social benefits are measured by integration and
employment of disadvantaged people, the contribution to the process of social
inclusion of other vulnerable people, and the economic indicator is expressed by
saved public funds for social welfare, on the one hand, and the additional funds
compensating the social costs of long-term unemployment. What is important to
happen is to create suitable conditions for the development of social enterprises with
the widest possible range - vulnerable groups themselves and their problems are
diverse and different, and the „answer” to their needs must be flexible in order to be
efficient and effective; „way to solutions” is not important (the path may be different,
as are diverse and vast opportunities for economic initiatives) that leads to the result
itself, the result is important - better integration and sustainable tackling of social
exclusion [39].
The Economic and Social Council of the Republic of Bulgaria (ESC) [81]
believes that social enterprises in Bulgaria are still an untapped business model.
Current social enterprises are mainly non-governmental organizations by applying the
relevant legislation creating social enterprises whose business is focused on the
realization of the social purpose and mission of the organization. Social enterprises in
Bulgaria operate in various sectors, the most serious part are in: the delivery of social
services; providing jobs for people with disabilities; mediation in finding
employment of unemployed persons; provision of health services; аctivities in the
field of education and others.
In realizing these activities the leading is not the end product but the achieved
social effect on individuals themselves expressed in obtaining the necessary support
to integrate into society. In this sense, there are three basic models of social
enterprises:

The most common model is the one that creates jobs and develops the
workforce. By business jobs are created primarily for people with disabilities. Most
often the social enterprise is the employer of people with disabilities in order to
4

achieve the integration of persons with disabilities in the labor market and create
conditions for a better life.

Another popular model of a social enterprise is the one in which the
enterprise produces goods and seeks markets, also engaging with their distribution.
Most often social enterprises involve persons with disabilities in the form of
occupational therapy involved in the production of certain goods. Existing social
enterprises in Bulgaria within this model are engaged in the manufacture of certain
products by persons who are unemployed or socially excluded. The aim is to enable
them to work and improve their social inclusion.

The third existing model in Bulgaria is related to the provision of social
services generally through payment of external customers, while social enterprise
provides social services to its members. Payment is under contract with the state or a
municipality. Within this model, services are provided to different users paid directly
to social enterprise for direct service.
Implementing the strategy „Europe 2020” in Bulgaria, a National Reform
Programme [47] is developed. There are four priority areas: better infrastructure;
competitive youth (reducing the share of early school leavers, increasing the number
of young graduates, encouraging young scientists realization of young people in
Bulgaria); better business environment (higher employment, more investment, incl. in
innovation); more trust in state institutions (protection of interests of citizens and
businesses, social justice and security).
It is important to note that the National development program: Bulgaria 2020
[46] identifies a specific area of impact and measures related to the social economy
and entrepreneurship, in particular in Priority 2: Reducing poverty and promoting
social inclusion, Sub-priority 2.1 Providing employment opportunities and raising
wages: "promoting entrepreneurship - encouraging entrepreneurship, including social
entrepreneurship for unemployed persons and persons from disadvantaged groups."
According to this document, policy of social inclusion requires a special approach for
the most vulnerable groups in the Bulgarian society, which contribute to the
overcoming of their social exclusion and to break the transmission of poverty
between generations. The political decision to strengthen the status and role of social
enterprises would provide an additional tool to achieve the national target of Bulgaria
to reduce the number of people living in poverty with 260,000 by 2020.
The vision and priorities to promote development of social economy are
defined in National concept of social economy adopted in 2011. It follows the
priorities of the strategy "Europe 2020" to promote the social economy to achieve
sustainability, economic growth and quality of life (mostly of disadvantaged groups).
To realize these commitments, the state should create an appropriate legal and
institutional environment and coordinated sectoral policies to allow in an accelerated
scope to put into practice successful models of social enterprises. In the concept
criteria for identification of enterprises and organizations of the social economy are
developed, which could serve as a basis for creating a favorable (administrative and
legal) environment for the development of social enterprises (access to finance, social
clauses in public contracts, tax breaks, etc.). The concept serves as a standard to
support the development of social economy and encouraging all participants to
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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 doing business in the
public interest and reinvest profits to achieve social objectives".
In the National Strategy for the youth 2010-2020 [49] is noted that Bulgaria
should improve economic activity and career development of young people, 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. For the realization and active participation of young
people in social and economic life, an appropriate and favorable environment is
required, as well as conditions for school and university education in the field of
social entrepreneurship.
The priority of the National Strategy for reducing poverty and promoting
social inclusion (2020) [51] is to provide employment opportunities and increase
income through active involvement of citizens in the labor market. Among the
specific measures is promoting entrepreneurship, including social entrepreneurship.
The long-term strategy for employment of people with disabilities 2011-2020
aims to provide opportunities for people with disabilities of working age to
effectively exercise their right to free choice of employment realization and to
improve their quality of life for a free and full involvement in public life.
Within the Operational Programme „Human Resources Development” (OP
„HRD”) 2007-2013, Area of Intervention 5.1 „Support of social economy” provides
support to existing specialty businesses, cooperatives of people with disabilities and
social enterprises. It also supports the creation of new forms of social enterprises,
including sheltered workshops, creating conditions for strengthening community and
voluntary initiatives contributing to raising the level of social capital.
The strategy of the OP „Human Resources Development” 2014 - 2020 relies on
the notion that the most critical to tackling poverty and social exclusion is the
application of such social policies that give people access to economic opportunities
and the needed knowledge and skills to utilize set up options - so that they managed
to cope with the trap of poverty and social exclusion, dependence on social protection
system, vulnerability to the adverse events of economic or social nature. The
implementation of such active social policies must take into account not only national
but also local specifics and characteristics. Here the important role of the social
economy and social entrepreneurship in solving the problems of poverty and social
exclusion. The potential of social enterprises lies in two of their essential
characteristics.
First, they act locally networked with multiple stakeholders and knowing well
the local problems and they can offer solutions proven to work in a place like reach
those groups at risk of poverty or social exclusion to which active social policies
reach very rarely in comparison to purely passive assistance.
Second, social economy organizations have the potential to mobilize and
activate people themselves at risk of poverty and social exclusion and thus enable
them to engage themselves in improving their living situation.
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These two circumstances allot an important place of support for the social
economy in the overall strategy of OP „HRD” to promote social inclusion.
Providing support for social enterprises through European structural and
investment funds is fully in line with the Initiative for Social Business (COM (2011)
682 final) [82], but also announced in February 2013 Social Investment Package
(COM (2013) 83 final) [83], in which the European Commission recommends
member states to support social entrepreneurs by providing incentives for starting and
developing businesses, expanding their knowledge and networking.
Specific opportunities for project financing of social enterprises will provide
investment priorities №1: „Socio-economic integration of marginalized communities
such as the Roma” and №4: „Promoting social entrepreneurship and professional
integration in social enterprises and promoting social solidarity economy in order to
facilitate access to employment”, thematic objective 9: „Promoting social inclusion,
fighting poverty and all forms of discrimination”.
Indicative eligible activities are in the following areas:
•
Improving access to employment - activation of economically inactive
persons; mediation to find a job; vocational information and counseling;
psychological support; motivational training; providing of training; inclusion in
internships, apprenticeships, employment including in the social economy; promoting
self-employment, etc.;
•
Support the activities of social enterprises specialized enterprises and
cooperatives of people with disabilities in relation to employment;
•
Social marketing and promotion of the social economy and social
entrepreneurship;
•
Social and professional integration of representatives of vulnerable
groups in the social economy sector;
•
Education and training for persons who are employed in social
enterprises, specialized enterprises and cooperatives of people with disabilities;
•
Equipment and adaptation of jobs;
•
Support for activities related to creating partnerships and dissemination
of best practices in the field of social economy;
•
Improving the capacity and human resources to effectively manage
social enterprises specialized enterprises and cooperatives of people with disabilities;
•
Provide „supported employment” for people with disabilities;
•
Public awareness campaigns on the potential of social economy.
OP „HRD” defines the types of beneficiaries who may be: Ministry of labor
and social policy; Agency for Social Assistance; Agency for Persons with
Disabilities; social enterprises; employers; specialized enterprises and cooperatives
of people with disabilities; educational and training institutions and organizations;
NGOs; municipalities and districts of municipalities; social partners; financial
institutions, social service providers.
There are other documents defining the key role of social entrepreneurship in
combating poverty and social exclusion of various vulnerable groups. Reforms are
needed and implementing innovative measures aimed to develop new approaches and
7

models to tackle poverty and social exclusion. The social economy and
entrepreneurship is one of the key instruments through which to complement ongoing
government policy targeted to social support and smart and sustainable growth.
In Bulgaria there is freedom in relation to self-determination as a social
enterprise and choice of form by which to function. At the time, regardless of the
national concept of social economy and its implementation plan, a systematic state
policy is lacking, providing easily accessible and flexible incentives for their
development, including all forms. Rather, private donors and programs develop
initiatives aimed at increasing the capacity and the incentives. Entirely by the
organizations themselves depend on whether and how to define as a social enterprise
that comes to the question whether this means real and whether it is long-solving
specific social problem and seeking support for it.
The following challenges facing social enterprises in Bulgaria are identified
[89]:
1.
Lack of legal framework relating to the definition of social enterprises in
order to properly guide policies;
In Bulgaria there is still no legal definition of social enterprise, but has a set of
characteristics (in National Concept for Social Economy) which are the starting point
for identifying social enterprise.
2.
The majority of social enterprises in Bulgaria are aimed at providing
different types of services (passive) while social entrepreneurship should develop
towards active engagement of target groups in the process.
3.
Problems encountered during the operation of social enterprises:
facilities, administration, personnel, equipment;
4.
Lack of sufficient incentives related to the supply of products of social
enterprises in the market;
5.
Interaction with other companies, organizations, administrations;
6.
The need for training and motivation of people working in social
enterprises and those who wish to take up a job there.
Social entrepreneurship is one of the most innovative ways to achieve a better
quality of life, independence and inclusion in society of persons from vulnerable
groups. Need to be taken key legislative changes in order set in strategic and political
national documents measures to become real mechanisms to support social
entrepreneurship in Bulgaria, as well as the successful development of social
enterprises, requires the creation of sustainable partnerships between business, NGOs
and the public sector - partnerships in which each of these actors recognizes its role to
achieve socially important objectives and is willing to invest resources in that [12].
The study conducted an analysis on what extent is developed and adopted the
concept of social entrepreneurship and the role of social enterprises for socioeconomic development of Bulgaria by exploring opportunities to promote social
entrepreneurship in the country through government policy, NGOs, business
initiative, training and counseling.
The report presents and compares different points of view, particularly with
regard to recommendations on regulatory changes, and it is prepared in a form
allowing each piece to be read and used independently.
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1.
Introduction
The promotion of innovative ideas in public policy is crucial to support the
values of an active-oriented problem solving social system. These views underlie the
ongoing social reforms in various countries and focus on the development of social
entrepreneurship and the role of social entrepreneurs. An understanding is underlined
that namely social entrepreneurs have the capability through localization of usable
resources - human capital, buildings and equipment, to find flexible approaches to
satisfy unmet social needs [78].
Social entrepreneurship is identified at European Union (EU) as a key
instrument for regional cohesion and overcoming the problems of poverty and social
exclusion. As part of its policy to promote the social economy and social innovation,
social entrepreneurship contribute to achieving the strategic goals set in 2020 [87].
Legally binding definition for social enterprise at EU level has not been
introduced. However, in the last 5 years we have seen that the leading strategic and
normative documents define uniformly key elements in the definition [42]:

Social enterprises pursue profit (socially significant) goals
Social enterprises are created to achieve social objectives (overcoming social
injustice and social inequalities of vulnerable groups of people or achieve important
public goals in the fields of ecology and sustainable development) and subject its
economic activity, in contrast goals of profit in favor of individuals. Social
enterprises pursue a direct leading goal to create social benefits in the public interest
or for their members.

Activity that carries out an economic / commercial in nature
The activity of social enterprises is expressed in the provision of goods or
services in a competitive market, entrepreneurial way. Very often economic activity
covers the delivery of services of general interest (e.g. social, health, educational,
etc.) and very often they are in there essence a social innovation. It is possible that the
goods / services are not in themselves directly for the needs of vulnerable groups, but
the results or revenues to be in direct benefit or directly to support vulnerable groups
and to solve socially significant problem

Reinvestment of profits from economic activity
All or at least most of the profit of the enterprise is reinvested back into the
activity itself (for its expansion or construction fund that also achieves social purpose
and which can not be distributed among individual owners of social businesses or
during its existence, or by reason of termination) and not being distributed to private
shareholders or owners.

Institutional independence and inner self-governance
Social enterprises are institutionally independent of the state authorities at
central and local level (i.e. state institutions and municipalities do not have the ability
to influence in inner decision-making social enterprises neither by law nor by virtue
of its founding documents). Internal management of social enterprises include
mechanisms for participation in the decision-making of representatives of vulnerable
groups (such as its employees, users, members) for which it exists or the basis of the
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mechanism of control laid down the principle of social justice. Internal control is
based on the principles of representativeness and transparency.
The social economy develops through various organizational - legal forms of
entrepreneurship as cooperatives, mutual societies, associations, social enterprises
and organizations, foundations and other existing in different EU member countries
entities.
Personality in the social economy have cooperatives, enterprises and
organizations duly registered under national law, whose business has a social and
humanitarian results and they reinvest profits for social purposes.
On criteria for the identification of the entities in the social economy
Bulgaria will adhere to the indicators of the European Parliament to determine the
economic and humanitarian activities as part of the social economy [45]:
•
rule of community and social activity before profit;
•
protection and enforcement of the principles of solidarity and
responsibility;
•
reconcile the interests of the participants and the general interest;
•
democratic control by the participants (one member - one vote);
•
voluntary and open membership;
•
self-government and autonomy from government authorities;
•
use a major part of the economic outturn:

to follow sustainable development objectives of the company;

to meet the specific needs of participants;

in favor of the collective interest.
These indicators contribute to the visibility of social enterprises and activities
among businesses from the real economy, but should not be seen as absolute as it can
also hamper their activities and development. For example, autonomy to public
authorities can be legitimate impediment for state subsidies, if applied to the
transparency of the use of public funds, regardless of their size.
There are some guiding criteria for respondents to self-determination as a
social enterprise [42]:
1) over 50% of profits regularly invest to achieve social objectives:
- Support for socially vulnerable groups and / or individuals in isolation;
- Environmental protection with impact on society;
- Social innovation; - Implementation of other activities, production and / or
production of goods and services with a social purpose; and / or
2) more than 30% of the staff from vulnerable groups [84].
Legal and organizational forms through which you can develop social
entrepreneurship shown in different national documents
National concept of social economy considers the following legal forms
through which social entrepreneurship develops:
1) Social enterprises - legal non-profit organizations doing business with a
strong social effect towards members of vulnerable groups in the broadest sense: to
improve their standards of living, employment, provision of services and/or other
forms of direct support, the end result is their active social inclusion.
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2) Social enterprises - companies (LTD) owned by non-profit organizations as
the "income from operations of the company is used for social purposes".
3) Social enterprises according to the Law of Integration of People with
Disabilities - cooperatives or specialized enterprises (companies) of and for people
with disabilities - "transparent and democratic governance principles make them
particularly suitable form of entrepreneurship in the field of social integration".
4) Social enterprises - cooperatives, but only if they "meet the indicators of
social enterprises".
However, OP „HRD” considers social enterprises along with specialized
enterprises and cooperatives for people with disabilities as a tool for creating
supported employment for people „who have difficulties with their integration into
the labor market” [55]. It leads to the conclusion that 1) social enterprises are
regarded as a separate group of specialized enterprises and cooperatives for people
with disabilities and 2) namely by supporting social enterprises addressing social
problems of persons who do not fall within the vulnerable group of people disabilities
is promoted. Overs social enterprises are mentioned as some of the beneficiaries
types of support among NGOs, cooperatives, providers of social, health or
educational services.
Bulgaria has not introduced a legal definition of social enterprise, nor is there a
clear and explicitly defined regulatory framework. Strategic documents in the field
distinguish between „social economy enterprises” and „social enterprises”, the
intention is the first group to cover a wider range of persons, some of which are social
enterprises [45, 55]. Moreover, from 2012 onwards statistical information is collect
for existing social enterprises in Bulgaria. In 2013, NSI includes guiding criteria for
respondents with regard to whether they identify themselves as social enterprise or
not. As main features of social enterprise are included:
•
achieving social purpose;
•
making of economic activity;
•
predominantly reinvestment of profits back into the business than
distribution among individual partners, shareholders, founders / members.
In terms of the types of legal and organizational forms through which one can
develop social enterprise, inconsistencies and discrepancies are observed between
different strategic documents and programs [45]. There is no unified framework and
general binding characteristics of social enterprises. This makes it difficult
referencing them in each case to an enterprise and determination what is a social
enterprises or not. Solving this problem would have been related to more effective
planning and efficient spending of public funds to promote the development of social
entrepreneurship.
Social entrepreneurship can be carried out under different legal forms. A
common and appropriate form (in terms of criteria for defining an enterprise as social
enterprises) in Bulgarian context are the NGOs [37]. Reasons that necessitate this
conclusion are as follows: 1) achieving non-profit (including social) goal is leading in
this legal form and it is a legal due; 2) NGOs are legally able to make direct business
that must meet strict criteria; 3) under the laws revenue from economic activity
should be used to achieve profit objectives of NGOs; 4) the law prohibits distribution
11

of profit realized from business activities between founders, members, members of
bodies or other related or unrelated persons in the organization (as opposed to
traders). All these legally guaranteed performance objectives and activities of NGOs
identify the potential of the NGOs to develop social enterprises. Next, this potential is
complemented by the advantages over other operators available to NGOs in the
search of the social effect:
•
Their existence is justified by the needs of people in a community, they
have been created by themselves and therefore people recognize them as an
opportunity to tackle a social problem;
•
The relationship with the community helps to identify social needs and
select appropriate interventions for their satisfaction;
•
They can generate additional resources and build over using a
combination of public resources endowment.
The utilization of this potential must be linked to overcome some weaknesses
common in NGOs - insufficient management skills, especially related to activities
generating resources; as well as deficits in other important economic field skills such
as marketing and sales, people management and accounting - deficits inherent in
SMEs in principle and are eventually overcome.
A social enterprise could be set up as a trading company [90]. Current
legislation on companies does not provide for restrictions on the purposes and the
distribution of profits similar to those of NGOs. Therefore, in order to get closer to
the concept of social enterprise, a company must be established either by NGOs or
provide for such rules in the internal spatial documents. Recently, we are seeing
interest from start-up entrepreneurs, especially young people with jobs in the business
sector, environmentally friendly, energy resources or effects on health and wellbeing. They need to be supported to develop their ideas into a social business with
special attention to limiting their private interests in favor of public socially
significant goals.
Specialized enterprises and cooperatives of people with disabilities are
companies that meet additional criteria concerning employment of people with
disabilities [27] and should be entered in a special register at the Agency for people
with disabilities [70]. They are recognized as social enterprises by definition.
A social enterprise, acting within the discussed above legal forms, in itself does
not require a special registration to be „recognized” as such. Various laws have
provided a number of additional registrations to be made depending on specific goods
and services that will provide a social enterprise. Such as: registration as a mediator
in employment at the Employment Agency (EA) [33], registration of providers of
social services to the Agency for Social Assistance (ASA) [36], registration of
hospitals in the regional health inspection [30], registration of training organizations
to the National Agency for Vocational education and training (NAVET) [35].
Regardless of the legal form under which social enterprises are established,
several major taxes are relevant to their activities. Revenue from economic activities
of the social enterprise is subject to annual corporate tax of 10% on profits. In certain
cases, the law and representative social costs of social enterprises will be subject to
tax costs, withholding tax and value added tax.
12

Bulgarian legislation provides different categories of preferences that are
relevant to the work of social enterprises. Some of them can be used regardless of the
legal form. These include tax breaks for donors of certain vulnerable groups (people
with disabilities, including technical resources for them, socially disadvantaged
persons, children with disabilities or parents, drug addicts for their treatment) [29],
tax breaks for employers of long-term unemployed or people with disabilities [29, 33,
37], the possibility of exemption from VAT on certain supplies of goods and services
[22].
Social enterprises as NGOs registered in the public interest are exempt from
paying local tax donation [32]. Social enterprises - specialized enterprises and
cooperatives of people with disabilities [29], may request assignment due to their
annual corporate tax and use it entirely for the integration of people with disabilities
or for maintaining and creating jobs for hearing impaired people in the next two
years.
There are also tax breaks for donors of social enterprises registered as public
benefit NGOs, such as a hospital or a specialized company or a cooperative of
disabled people [23, 29].
National legislation regulates the possibility of "conservation" of contracts in
respect of specialized enterprises and cooperatives of people with disabilities [34]. If
the object of the contract is one of those in a special list of the Council of Ministers or
it runs programs to protect the employment of persons with disabilities, the
contracting authority is obliged to keep only specialized enterprises / cooperatives of
people with disabilities the right to apply for contractors.
Existing financing mechanisms for social enterprises, along with the
aforementioned tax benefits are [91]:
•
Bank loans - extremely difficult without special exemptions for certain
categories of social enterprises;
•
Risk equity financing - available only to merchants, mainly small and
medium enterprises. NGOs do not have access to such funding.
•
Grant funding for the development of social enterprises - such funding
has been provided under the OP Human Resources Development 2007-2013 and is
expected within the next programming period. Moreover, to support to the
development of social entrepreneurship in the second programming period provided
means and within the framework of the Operational Program "Innovation and
Competitiveness". Agency for Persons with Disabilities supports projects of
specialized enterprises and cooperatives of people with disabilities
•
Collection of fees for paid services - social enterprises normally can
independently make prices. However, given the specifics of vulnerable groups they
work, their ability to support themselves solely from business income is likely to be
limited.
2.
Methodology
This report provides an overview of legislation, strategic documents and
analysis of the development of social entrepreneurship in Bulgaria. Results of a pilot
study are also presented aimed at more qualitative research through the contributions
13

received as a result of interviews with representatives of various categories of
organizations in expert and managerial positions, formulating basic conclusions about
current needs and ways to promote social entrepreneurship. Prepared are issues with
the opportunity to complement and express their own opinions and recommendations
to address different aspects and views on the state of social entrepreneurship, in
particular how it is accepted and supported by society and how it could be promoted
incl. activities for capacity building - consulting, training, information, motivation,
etc., cooperation, etc.
3.
Social entrepreneurship in Bulgaria
The staging of the problem of social entrepreneurship in Bulgaria is entirely
determined by economic and cultural contexts in the country. It can be concluded that
the concept of social entrepreneurship is a relatively young both as theory and
practice. Undoubtedly there is a misunderstanding of this project, not only by society
but also by the authorities of the tax and legislative regulation. In the public
perception there is an underlying understanding that social entrepreneurship is a type
of social labour readjustment of unprotected groups in commercial enterprises. From
the legislative point of view itself Law for Non-profit, albeit allowing the conduct of
business by NGOs, is not sufficient to stimulate similar initiatives. On the one hand,
the lack of explicit mention of the social enterprise category leads to a situation in
which existing social enterprises are often not perceived in such a quality. On the
other hand, the experience of developed countries shows that the majority of social
entrepreneurs start a business with a donation of social capital in the form of
networks of relationships and acquaintances linked by common values and interests.
Fundraising through charity, volunteer work and corporate responsibility entails
expansion of capital and thus leads to generation of new products and services [78].
Unfortunately, in Bulgaria donation is more "retail", which does not apply tax
relief. Corporate responsibility, which despite some conventions can be assigned as
part of the concept of social entrepreneurship, is gaining momentum in recent years.
In this direction a number of good practices can be summarized which provokes some
hopes for the development of social enterprises.
3.1. Types of organizations providing consulting and advice to social
entrepreneurs
By providing opportunities for absorption of European funds through the
operational programs in Bulgaria there is a growth of organizations and individuals
providing consulting services. Interest in obtaining grants and poor knowledge and
development of social entrepreneurship leads to a focus on providing consultancy
services to the preparation of project proposals according to the available options at
that time. There are no long-term strategies and a clear vision of sustainability
activities.
Below are mentioned some of the representative associations of consulting
organizations in the country as an example of the activities carried out in general
management consulting and European programs, which social entrepreneurs also
could benefit from. Considering the placement of social entrepreneurship as a
priority, consulting organizations start orienting towards activities in this direction.
14

Bulgarian Association of Management Consulting Organizations (BAMCO)
[13] brings together and represents professional consulting organizations and certified
consultants. The Association was established in October 1997. Through its members
BAMCO have access to more than 400 highly qualified management consultants.
BAMCO mission is to maintain high professional and ethical standards in the
field of management consulting, to assist in the development of the market of
consulting services to assist its members in the identification and realization of
business opportunities.
Vision: As an official representative of professional management consulting in
Bulgaria, BAMCO aims to be one of the main partners of Bulgarian and international
business, governmental and non-governmental organizations in accelerating
economic and social development and integration of the country and the region
within the European Union.
Key priorities
•
Joining professional consulting organizations and individual consultants
who contribute to the reputation and recognition of the profession.
•
Maintain high professional and ethical standards in the field of
management consulting, development of professional qualifications and competence
of management consultants.
•
Presentation and protect the professional interests of members of the
organization.
•
Identification, exchange and implementation of business opportunities
by creating the conditions for mutual understanding and partnership between
members of the organization.
•
Identification and realization of business opportunities through
partnerships with Bulgarian and international business, state, municipal, government
and NGOs.
BAMCO members are active in many industry sectors in the areas of
consulting:
•
Project management
•
European projects
•
Corporate Strategy and Organizational Development
•
Financial and administrative systems
•
Human Resources
•
Production Management and Services
•
Marketing and Corporate Communications
•
Information Technology
•
Economic and environmental studies.
Bulgarian Association of Consultants in European programs (BAKEP) [14],
established in 2009, is the first and a unique non-governmental professional
organization of consulting organizations and independent experts whose sphere of
activity is focused on the full and efficient absorption of EU funds as a tool for
achieving the objectives of the regional policy of the European Union.
15

Through its activities BAKEP aims to contribute to increasing the efficiency of
implementation and management of the entire project cycle to support funding of
European funds of Bulgarian private and public sector, thereby contributing to
improving socio-economic conditions for sustainable development in Bulgaria. To
achieve this, the organization brings together and channeled competence of its
members and partner managing authorities to optimize the development and
implementation of European programs.
In this connection, part of the targeted activities of BAKEP can be divided into
three main modules:
Cooperation with the competent state authorities:
•
Organizing and participating in contact groups with the state and local
administration.
•
Participation at the expert level and civic organization in the
development of policies in the sector;
•
Identify, summarize and officially presented to the competent authorities
of the opinions of beneficiaries of EU and other donor programs, accompanied by
recommendations for change inappropriate practices;
•
Preparation of opinions on the draft regulations, instructions, decisions
and other acts in the sphere of the objectives of the Association.
•
Participate and assist in governmental projects in areas similar to the
objectives of the Association.
Establishing a uniform standard of professional consulting companies:
•
Organization study issues related to the development of consultancy in
Europe and the country.
•
Organization of consulting, expert advice and coordination on various
issues, as well as offices for legal, economic, informational and other services
supporting the activities of the members.
•
Organization of staff training.
Promotion of local and international experience and best practices:
•
Support and promote the organization of scientific conferences and
meetings on the objectives of the Association in the country and abroad;
•
Implement and maintain relationships with the media and carrying out
activity to familiarize the public with the objectives and work of the Association, as
well as the importance of issues related to the absorption of EU funds allocated to the
country;
•
Making the cooperation with similar goals and activities;
•
Organization of national, regional and international symposia, lectures,
conferences on issues related to the utilization of funds under grant programs;
Strategic goals of BAKEP
Expertise of BAKEP:
•
Attracting new members with extensive experience useful know-how
and proven consulting market positions;
•
Timely consideration of any proposal made by members of BAKEP and
assistance for every constructive idea.
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Assistance to the State Administration for removal of the key issues in the
implementation of the programs and increasing the absorption of EU funds:
•
Maintain this pace regularly lodged with proposals for each European
program and delivering information about errors and consequently to the best
practices of Bulgarian authorities, working with EU funds;
•
Include BAKEP in the development of strategic and programming
documents for the next programming period, as well as active participation in the
interim and ex-post evaluations of implementation of EU programs, avoiding
conflicts of interest between members of the Association;
•
Finding the right approach for presenting their expert opinion on the
effective work on the programs, as well as the relevant institutions and potential
beneficiaries - a certain period of time to prepare an analysis of the development of
programs, including impact assessment and others.
Protecting the interests of professional consulting organizations, human rights
advisers and grant recipients:
•
Finding an appropriate way of sending a message that the consultancy
business respects ethical rules - through specialized articles and putting an emphasis
on the activities of BAKEP that leads to more open and lawful planning and
spending;
•
Development of a register of advisers in European programs.
The variety of consulting services is driven by the needs of different sectors
and so far there is no single registry of consultants and consultancy organizations, but
suggestions are made to create such records.
Consulting services in the Rural Development Programme (RDP) 2014-2020
[65] are regulated in a separate ordinance and the National Service for Agricultural
Advisory [41, 48] provides free consultations and train farmers in crop production,
animal husbandry, agricultural economics and RDP.
The Program for Rural Development accepts that weak entrepreneurial activity
in rural areas is an obstacle to the utilization of internal resources of the local
economy (tourism, processing of agricultural and forestry production, social
entrepreneurship, disposal) and to strengthen the vertical and horizontal links in the
economy. It is therefore necessary to support the development of entrepreneurial
skills to promote business initiatives by local residents and to improve the business
environment in rural areas. Entrepreneurship development is also a successful method
for increasing women's employment and integration of people at risk of
marginalization. It is also a priority of the National Strategy to promote development
of small and medium-sized enterprises 2014-2020 [52].
Based on the analyzes and conclusions of them it can be considered that social
enterprises can find their application and development in rural areas. There are two
main options identified taking into account existing conditions in rural areas, which
can lead to a positive economic impact for a social enterprise. Tourism and
agriculture have great potential for development in Bulgaria and social
entrepreneurship has a place in the development of these sectors [69]. This means
there is a potential for development of consulting services in the field of social
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entrepreneurship in these areas, which implies the need for capacity building among
business consultants.
Usually business consulting services offered on the Bulgarian market are
oriented to research on funding, project development, project management, design
services, legal services and more. To these can be added and business analysis and
business development, business software, reporting and control. Recently developed:
a management training business negotiations, ERP selection, team building,
recruitment, IT consulting, etc.
3.2. Support structures for the development of social entrepreneurship
As a start in the development of social enterprises in Bulgaria the year 2002
can be considered, when Counterpart Int. - Bulgaria began implementation of a
program for creating and supporting social enterprises funded by United States
Agency for International Development [17]. This is the first targeted use and
introduction of the term „social enterprise” in the public domain in Bulgaria, causing
concern among NGOs and local communities. Under the program in the period 2002
- 2006 year are conducted campaigns for promotion of social enterprises as a tool for
social inclusion, employment of disadvantaged groups and strategic opportunity to
increase the capacity of social service providers. Simultaneously, after the two
competitions for non-profit organizations were selected 45 organizations from 17
communities participating in trainings and obtaining technical assistance and funding
for the creation of social enterprises. As a result of the program and in view of the
growing role of social economy within a united Europe as part of activities was the
support to social enterprises organized campaign to prepare legislative changes to
legislate social enterprise in existing regulations. Despite the efforts of NGOs and
expressed political will of the government to ensure adequate legislation, the
proposals remain only on paper [15].
The first step for institutional support of social entrepreneurship was made in
2009 when the Social Assistance Agency initiated direct grant assistance under the
scheme BG051PO0015.1.01 Social entrepreneurship - promoting and supporting
social enterprises /Pilot phase/. Purpose of the procedure is to support the
development of social entrepreneurship as an opportunity to improve the quality of
life of individuals at risk and overcoming social isolation.
In 2011 it launched a new procedure - BG051PO001-5.1.02 „New
opportunities”. The main objective is to support the development process of social
economy and create social capital by supporting municipalities to provide
employment and activity of persons at risk. The specific objectives are: Support for
individuals from target groups; Optimizing social costs of municipalities; Support
local initiatives aimed at tackling local problems arising from poverty and social
exclusion of people from the municipality; Creation and support of best practices for
the development of social enterprises.
Other government agencies and NGOs that provide support for activities in the
field of social entrepreneurship are the Agency for Persons with Disabilities, the
National Association of Employers of People with Disabilities, Open Society
Institute, Social alternative Trust which supports mostly members of the Roma
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community, the organization „Reach for Change”, which aim is to raise charity to a
higher level through the development of models of social entrepreneurship for
children and youth at risk.
3.3. Facts and figures
Due to the weak development of its subject, the statistics for social enterprises
in the country is not well developed. Best data is in terms of specialized enterprises
for people with disabilities. Overall the society does not create sufficient and
adequate opportunities for social inclusion of vulnerable groups [17]. There is lack of
understanding and appropriate responses to the disadvantaged. The activities of social
enterprises in Bulgaria are usually not particularly attractive to business areas due to
lower earnings and slower return on investment. The most common area of activity of
social enterprises in Bulgaria are the services most often social and educational.
Production and trade are less developed. Businesses that deal with production,
clothes, food (bread, honey), souvenirs, postcards, carpentry goods, works of applied
art and more.
According to the summary data for 2012 of the National Statistical Institute
(NSI) 4872 enterprises have identified themselves as „social”. 2717 of them are
registered as commercial companies and cooperatives. Social enterprises as
commercial companies / cooperatives have generated a total of 3,597,289 lev income
and made 3,419,789 lev operating expenses. Economic areas where there are most
social enterprises - companies and cooperatives are trade and repair of motor vehicles
and motorcycles (964) and manufacturing (395). 2155 by those which define
themselves as social enterprises are registered as NGOs with only 253 of them have
generated profit from their business.
In 2013, the number of those which define themselves as social enterprises is
smaller - 3612. Of these, 2046 are registered as commercial companies and
cooperatives. Areas of economic activity of social enterprises companies/cooperatives remain unchanged. 1381 social enterprises companies/cooperatives gain. 1566 of self-identified social enterprises are registered
as NGOs with only 197 of them have generated profit by business (totaling 22,116
lev). These same NGOs have generated revenues from non-profit activities totaling
179,675 Levs.
According to the Agency for Persons with Disabilities and the National
Association of Employers of People with Disabilities at the end of 2012 in the
register of APD are included 131 specialized enterprises for people with disabilities.
Of these, 67 are SMEs and 64 - microenterprises. The total number of employees in
these amounted to about 1,200 people, 30% of them are people with disabilities. Only
12% of the total of 465 000 persons with disabilities in the country work (according
to the National Association of Employers of People with Disabilities).
In August 2015 in the register of the Agency for Persons with Disabilities there
are 281 registered specialized enterprises and cooperatives of people with disabilities.
They employ 3364 people with disabilities (i. e. people who have LEDC to % of
disability).
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Two of the schemes of the OP „Human Resources Development” 2007-2013
[54] were aimed at social enterprises: „Social entrepreneurship - promoting and
supporting social enterprises /Pilot phase/” and „New Opportunities”. They provided
support to 77 new enterprises in the social economy and 87 existing ones. As of
09.30.2013, 3681 persons have begun work in the social economy under the
programme.
NSI data [43] for 2012 and 2013 show that the number of companies identified
themselves as social enterprises decreased. It should be borne in mind that taking into
account the activity for 2012 NSI for the first time includes a question about whether
respondents identify themselves as social enterprise, without specifying the guiding
criteria for self-determination. For reporting purposes in 2013 were introduced
guiding criteria. Next, it must be recognized that in 2013 completed schemes of OP
"HRD" aimed at supporting social enterprises, and a study in the summer of 2014
shows that the majority of funded enterprises no longer operate [42]. This is a clear
indicator that the presence only of project financing is not a good way to achieve
financial sustainability of social enterprises, as well as the need for such programs to
strengthen requirements to the viability of social enterprises.
The data also show that social enterprises created in the form of commercial
companies and cooperatives are more like a number of NGOs. The reasons may be
sought in the fact that employment programs and support agency for people with
disabilities, directly related to the development of social enterprises, are mainly
aimed at companies and cooperatives. Next, the lack of affordable programs for
NGOs to develop capacities and skills in business planning and management also
affect the numbers.
Questions included in AAR-2012
Section: Social focus
Does your company carry out
activities with a social purpose?
YES / NO
The enterprise has a social focus
when:
1. Over 50% of profits regularly
invested in charitable activities:
- Support for socially vulnerable
groups;
- Environmental protection;
- Social innovation;
- Other charitable activities with
charitable nature;
and / or
2. Over 30% of the staff from
vulnerable groups

Questions included in AAR -2013
Category: Social Enterprise
Is your business a 'social enterprise'?
YES / NO
"Social enterprise" is defined as an operator in the social
economy whose primary goal is to achieve positive
measurable social impact rather than generate profit for
owners or shareholders. It operates in the market by
providing social services or goods to disadvantaged or used
method of production of goods or services that is embedded
social purpose.
Your enterprise is "social" when:
1. Over 50% of profits are regularly invested to achieve
social objectives:
- Support for socially vulnerable groups and / or individuals
in isolation;
- Environmental protection with impact on society;
- Social innovation;
- Implementation of other activities, production and / or
production of goods and services with a social purpose;
and / or
2. Over 30% of staff from socially vulnerable groups.
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NSI provides information on the methodology for the statistical survey of
social enterprises in Bulgaria, as well as specific information about those which selfidentify as social enterprises on certain indicators. The survey was launched in
January 2013 as the first reference year is 2012, and it is conducted with annual
periodicity. The scope of the study includes all non-financial corporations and nonprofit organizations in the country that have developed activities during the reporting
year. The main source of information are the annual accounts of non-financial
enterprises, compiling and compiling balance sheet and annual report of the nonprofit enterprises. To obtain information about the number of social enterprises in
Bulgaria, NSI include the following question in the annual activity reports of
enterprises (AAR) in „Information for the enterprise”.
According to NSI data from the statistical survey of social enterprises, selfidentified as social in 2012 for the country are 4872, the largest share of enterprises in
Sofia, and the smallest in Kardzhali.
A variety of social enterprises is identified in Bulgaria [17]:
•
Private commercial companies that hire people at risk and / or offer
products or services for such people;
•
Specialized enterprises for people with disabilities who employ these
vulnerable groups;
•
Non-governmental organizations that develop business within the
statutory opportunity to do so or register companies for the development of such
activity, providing jobs for people from vulnerable groups;
•
Social enterprises to municipalities that employ people from risk groups
(mostly of people with disabilities);
•
Social enterprises in the form of public-private partnerships with
municipalities;
•
Day care centers for people with disabilities who are looking for
business opportunities with the aim of socialization and adaptation to its clients;
•
Social enterprise within a large industrial holding company established
for vocational rehabilitation workers received the degree of injury while working at
the plant.
This diversity can be perceived and conceptualized in different perspectives
that could help understand the current situation in the country.
From the standpoint of the working definition, they can be organized into two
main groups: Enterprises created as a result of business initiative and operating on a
market basis (as we call them "entrepreneurial" type), or enterprises in which
dominant is the social cause and profit in the background.
Entrepreneurial type:
1.
Specialized enterprises for people with disabilities - the most common
type, sustainable enterprises created under the Integration of Persons with
Disabilities.
2.
Private companies have started their own resources - several cases
arising from authentic business idea. They turned out viable precisely because they
do not rely on outside help.
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3.
Municipal specialized enterprises for people with disabilities - this is an
intermediate type between single specialized enterprises and municipal social
enterprises. They remain profit-oriented and actually work on a competitive basis, but
in severe financial situations can rely on the support of the municipalities as
important, and in some cases major customers.
With a dominant social cause:
1.
Municipal social enterprises (or public-private partnerships involving the
municipality) - the difference with the upper type (local specialized companies) is
that leading to them is a social cause (e.g. improved living and social status of
persons from vulnerable groups - most often people with disabilities). They have no
right to separate business income from their activities are not sufficient to finance
themselves, i.e. they are supported mainly by the municipal budget and interruption
of funding would not be able to continue their activities. As of this type can be
assigned and the only case of an undertaking in a big industrial giant that created it
with the aim of vocational rehabilitation workers received the degree of injury while
working at the plant. This specific is that the services of a social enterprise is valued,
but in practice it can not offer them to external customers and generate revenues.
2.
Enterprises of non-profit organizations - several major NGOs have their
own businesses that offer products on the market and the profit fund their basic social
activities. Legally they can function as a separate business entities registered or in the
possibility of independent economic activities of NGOs.
3.
Social services for vulnerable groups seeking further or sustained
funding through entrepreneurship, along with employment and socialization - mostly
day centers for people with disabilities who work for the inclusion of their clients
through their involvement in various activities - most often produce cards martenitsi,
souvenirs, sculptures and more.
In terms of business objectives, they are clearly expressed in entrepreneurs and
present only an abstract in companies with leading social cause.
Other applicable typology is based on the form of assistance to vulnerable
groups. From this perspective, one can distinguish four basic groups of enterprises.
•
Enterprises that create employment / engage people from vulnerable
groups to participate in the production process / provision of services, i.e. they are not
passive recipients - social enterprises in Bulgaria are concentrated primarily in this
group, which is largely a result of the proliferation of specialized enterprises for
people with disabilities;
•
Enterprises that offer a standard product / service, but social influence such as social assistants for sick people, oven in the Roma neighborhood and others.
This group is less common than the first;
•
Innovative products themselves are related to social assistance or
revolutionary social products - a classic example are the computers for the poor in
India, an example of such products in Bulgaria are devices to help drive people with
disabilities, imported and installed of social enterprise.
•
Enterprises that offer free products / services or support financially
vulnerable groups - the first historically established form of assistance, this
possibility still exists hypothetically. Currently, this form of assistance is typical
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rather for border areas of social entrepreneurship - corporate social responsibility and
charity.
Although the companies of the first group dominate, it should be noted that in
some cases there is a combination of more than one form of the support described
above. This occurs primarily in new business from an entrepreneurial type.
From the viewpoint of the development phase:
•
Social enterprises which are still at the „conceptual design” that need
funding and support;
•
Social enterprises which are at the beginning of its development;
•
Social enterprises in the growth phase;
•
Established, stable functioning social enterprises;
•
Completed projects in pilot phase that concluded and established social
enterprises are in the process of completion or are no longer functioning.
3.4. Social enterprises and their impact
Repeatedly in various acts the Economic and Social Council of the country
[81] has emphasized that social entrepreneurship plays an important role for social
cohesion and the creation of growth and jobs. In a resolution adopted on the
Communication of the European Commission (EC) – „Single Market Act II Together for new growth”, ESC welcomes the European Commission to develop a
methodology to measure the socio-economic benefits of social enterprises. 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 the Council on European Social Entrepreneurship Funds
from April 17, 2013 and Proposal for a Regulation of the European Parliament and
Council EU Programme for social change and innovation [6, 9].
This program is a tool that is managed directly by the European Commission
and aims to support employment and social policies within the European Union. The
program is part of an agreed package of European Commission Cohesion Policy for
the period 2014-2020, it combines three existing programs: Progress (Programme for
Employment and Social Solidarity), EURESS (European employment services) and
Progress Microfinance (Microfinance Program), increasing their scope.
According to ESC, to meet the guidelines set out in the above documents, it is
necessary to create an appropriate enabling environment within which target
European funds and financial instruments to be matched appropriately with national
measures. This will definitely contribute to enhancing investor confidence.
According to unofficial data, on the basis of the principles of social
entrepreneurship now more than 85 non-governmental organizations at the local level
are working. In most cases, they sell services, which implies a high economic risk
and profit.
Typological features of this type of entrepreneurship in Bulgaria do not differ
greatly from those of similar enterprises in the rest of Europe [39]:
First - There is a clear social impact - in the main activity on a balance
between the pursuit of profit and direct support to the social status of certain groups.
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Second - There is a clearly defined target group - mainly persons from
socially vulnerable groups - those who need help to equalize their life or social status
to that of other members of society.
Third - There is a specific business purpose - is aimed at improving living
standards, employment, provision of services and other forms of direct support in
order to overcome social exclusion of the target group.
An important feature of all social enterprises is a special symbiosis that carry a
priori - between financial viability and ability to have a social impact. So they
achieve simultaneous realization of economic, financial and social objectives, which
become even greater value and cost to society.
While there is no collected general information about existing social
enterprises and summary analysis of the type enterprises and major areas of activity
at the end of 2005 was established Association of Social Enterprises in Bulgaria,
whose 26 members worked in their development practices and strategic guidelines in
terms of employment among people with disabilities.
Social enterprises are different types depending on their main characteristics:
First - depending on the area in which they work, they are:
•
Social enterprises as a provider of social and health services;
•
Social enterprises such as training and educational organizations;
•
Social enterprises as an employer of persons from marginalized groups
or people with disabilities;
•
Social enterprises dealing with production and trade.
Second - depending on the target groups - social enterprises are oriented to:
•
Socially disadvantaged persons;
•
People with physical or mental disabilities;
•
Children and families at risk;
•
Young people who are not integrated into society (such as orphans);
•
Ethnic minorities; Women - victims of violence; Elderly.
Third - depending on your goals social enterprise may have to:
•
Economic development - through the creation of employment and wealth
creation of target groups;
•
Occupational integration of disadvantaged or disabled people,
marginalized groups; Business orientation and entrepreneurship; Social protection.
As already mentioned, most social enterprises in Bulgaria at present are related
to the activities of non-governmental organizations (NGOs):
•
Non-governmental organizations providing services to representatives of
their members or target groups that have directed their efforts - services can be
educational, advisory services for people from vulnerable social groups, social or
health services, social assistance, basic medical services and m. n.
•
In practice there are organizations that perform business - they use
profits from this business to finance activities in fulfillment of the social mission of
the organization.
•
Another type of organizations falling within social enterprises, NGOs are
providing jobs to people at risk social groups, usually people with disabilities. In
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recent years, particularly encouraged by the funding provided by the EU and donor
organizations are NGOs that create employment and workforce development. One
can identify a number of NGOs, whose main task is precisely this - to create new jobs
for certain social groups who are targeted for her. Often this model is associated with
so-called "protecting jobs" where social enterprise employs people with disabilities a typical example of this are the various unions and associations of disabled people the blind, the deaf, etc.
•
Another commonly distributed model of an NGO - social enterprise is
one of the organizations that act as intermediaries between the target group - mostly
disabled people and the market. These organizations create work habits, work
environment and opportunities for people with disabilities to work, and then broker
the sale of manufactured - either through bazaars, through special outlets, etc. The
profits are used to purchase new materials and developing additional services.
Provision of social services is another model of existence of social enterprise within
NGOs - provide are paid social services to external customers and at the same time is
a provider of social services for its members, which is subsidized by the municipality
or the state after signing a contract.
In recent years there are targeted legislative and administrative efforts to create
opportunities for more widespread penetration of commercial companies in the field
of social entrepreneurship. Here shapes are quite varied:
•
Private companies - companies registered under the Commerce Act, but
seek besides maximizing profit to provide employment to provide services to
marginalized groups and people with disabilities.
•
Another type of companies are those NGOs created in the performance
of their functions. They can provide social services to employ people with disabilities
or provide other types of services, but revenues from their activities to be invested in
social services for specific target groups.
•
Specific type companies are those that are owned by associations of
people with physical or mental disabilities - they largely overlap with specifics as
companies NGOs, but are aimed at a specific target group and served primarily its
interests.
Social cooperatives exist in many countries in Europe. In Bulgaria there are
similar type of social enterprises as „socially oriented” Cooperatives are also
business-oriented - their goal is profit, at the same time have a social purpose. In fact,
they have the longest history of being in Bulgaria, but rarely are classified as social
enterprise. However possess all the specifics of this type of enterprises:
•
Provide employment of people with disabilities;
•
Frequently seek employment adjustment of its members and the creation
of sustainable employment;
•
Achieving professional and financial support to start their own business;
•
Provide support through the delivery of social services;
•
Ensure delivery of specialized services for people with physical or
mental disabilities, or financial difficulties.
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One particular manifestation of social enterprise is the social responsibility of
business. It is difficult to talk about the overlap of these two concepts - social
enterprise and socially responsible business, but in the manifestations of this
responsibility can be found characteristics that close to social entrepreneurship.
•
Enduring commitment to a policy of business ethics and contribution to
economic development and improving the quality of life of employees and their
families;
•
Socially responsible way of business management;
•
Taking concrete commitments from businesses to the community;
•
Participation of business in solving social problems;
•
Existence of projects with a social focus that benefit communities,
municipalities, state or municipal institutions, hospitals, schools or civic
organizations.
What are the main activities involved in social enterprises in Bulgaria and how
they are funded?
•
Social enterprises, social service providers
According to the Social Assistance Act "social services" are those activities
provided as services that are aimed at supporting the assisted persons to lead a full
life. As an essential part of the concept of „social service” is referred to the social
integration of the consumer, which should accompany continuous process of
providing the service. In this regard, the provision of paid social services leads to
accumulation of income from business and in this sense is a type of social enterprise.
The increasing trend in recent years of delegation of the provision of social services
from the state and especially by municipalities reinforces that part of social
enterprises, whether for a company or NGO.
Primary condition is social service providers to be entered in the register of the
Agency for Social Assistance. They can:

apply for funds to perform social services from the state budget and
municipal budgets;

finance their activities from fee income for social services paid by their
users;

apply for resources from fund „Social support” (now „Social
protection”) or other government funds, which finance social services;

apply for projects funded under the Operational Programme „Human
Resources Development”;

finance the other business of the company, if it comes to such;
•
Social enterprises providing health services
Since it is a non-medical health care institutions, this type of social enterprises
provide basic health services that require specialization - Measurement of blood
pressure, help from nurses, therapists, counseling on medications, dressing activities,
screening and counseling, free anonymous counseling and testing for AIDS and
others. In practice, these services are part of the social services provided by the
enterprise - whether it's for home respite care or social services for addicts, Roma
groups, young women, etc.
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Primarily through fees for services provided as part of social services through
targeted project financing, again as part of other services, through funding from the
municipal budgets.
•
Social enterprises organizing training and providing educational services
- this is another sphere in which social enterprises are active.
The law entitles both nonprofit organizations and commercial companies or
cooperatives to be registered under prescribed a special procedure such as schools
and vocational training centers. They can issue valid diplomas acquired educational
or professional degree if enterprises themselves have appropriate registration and
accreditation. The social aspect of this type of activity consists in hiring members of
socially vulnerable groups and people with special needs as trainers or to organize
trainings for them.
By tuition fees collected by the trainees, on a project basis through targeted
subsidies granted by the state or municipalities.
•
Social enterprises in manufacturing - the latest trend over the years is to
focus on organizing various industries - mainly small or medium-sized enterprises
that produce products mainly in the field of light and food industry, agriculture. In
developed countries technological particularly promising are in the field of modern
technology, but in Bulgaria this type of activity is underdeveloped.
Primarily through the realization of production created through project
financing.
Out of the above described funding mechanisms - through the prices of
services provided, through funding from the state or municipal budgets, social
enterprises in Bulgaria can use other funding opportunities:
Lending - still difficult to access for social enterprises. Despite the tightening
of the credit market in the country due to the crisis of commercial banks develop
specific credit products for small and medium-sized enterprises, including farmers.
Another possible mechanism to partially finance income from private
donations - made by charitable campaigns and causes.
The most serious mechanism remains monetizing project activity in which
NGOs are very strong and active. In Bulgaria immediately after the changes so far the
main sources of financing the activities of NGOs continue to be foreign. The advent
of European Structural Funds in Bulgaria in an unexpected way a new dimension to
the partnership between NGOs and the state - in the face of MLSP and its agencies
and municipalities. Most of the funds under the European programs are distributed
from these structures and this required additional efforts to create effective working
relationships between state, municipal and non-profit sector.
Yet, although huge for our scale, structural funds is difficult to replace the role
of the state and municipalities as sources of financing the activities of social
enterprises.
The presence of a working legal framework for specialized enterprises for
people with disabilities (covered in the Integration of Persons with Disabilities),
explains their massiveness and largely overlaps the term „social enterprise” to
„specialized enterprise” [17]. In fact, social entrepreneurship in developed European
practice encompasses a much wider range of risk groups. Among Bulgarian
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companies also identified various vulnerable groups. In addition to people with
disabilities, social enterprises in the country are also working for: people from ethnic
minority groups; people in pre-retirement and retirement age; long-term unemployed;
addicts; former prisoners; children living outside a family environment. The weak
development of the sector is the fact that they are not registered presence of operating
systems for monitoring and evaluation of the social effects embedded in social
enterprises surveyed.
3.5. Social enterprises and state
The social economy is a collective concept, which focuses on the direct social
impact of the activities of companies and / or organizations that have been established
with a social purpose and deliberately organize their activities to achieve such a
result. The 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 doing business in the public interest and reinvest profits to achieve social
goals [45].
Building components of the functional structure of the social economy are:
1 / economic function for own resources;
2 / social function, realized through the expenditure profile;
3 / public policy function of generating public attitudes to social solidarity.
In its functional structure, the social economy support the process of social
inclusion and is different from corporate capitalism.
Within the social economy creates a sustainable business model that does not
qualify in size and areas of activity, but by its respect for common values, such as:
the rule of democracy, stronger involvement of civil society to achieve social
progress, human personality; protection and enforcement of the principles of
solidarity and responsibility, combining the interests of its user members with the
general interest; democratic control by members; voluntary and open membership;
management autonomy and independence in relation to public authorities; use of
surplus revenue service members in conjunction with the general interest in achieving
the objectives of sustainable development.
The development of social economy is based on cooperative, private, collective
socio-economic initiatives based on cooperation and mobilization of resources, trust
and mutual aid. Voluntary participation, democratic and transparent economic
management and collective choice based on „one person - one vote” decision-making
are leading principles. Relying on labor intensive technologies, puts public benefit
ago profit offers lower prices for socially important products, the social economy
increases life chances and leads to a more even distribution of national income. These
socioeconomic initiatives are implemented with the participation and empowerment
of vulnerable groups, and also economic freedom.
Social economy enterprises are run like businesses, producing goods and
services for the market economy and focus of its resources in the pursuit of social and
environmental goals [45].
The social economy includes all types of businesses, regardless of their legal
form and implemented mainly to achieve social goals. These may include
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cooperatives, local self-help groups or businesses, associations, mutual societies,
foundations, associations and others.
Social economy occupies a specific space between the state (with its defense
mechanisms) and the market (with its economic efficiency and focus on profits based
on capital). The larger is this space, the greater is the need for the social economy to
meet needs that can not be met by existing institutional practices.
Social economy and serve as a tool for development of social services;
inclusion in the labor market of disadvantaged groups; to improve the functionality of
the system of social services; development of local economies and combat poverty
and social exclusion.
Through the development of the social economy sector to expand options for
increasing economic growth and contribution to GDP, employment and creating
conditions and an environment for innovative, socially significant business decisions.
The institutional resources for maintenance and development of the social
economy is a bipolar system of public institutions that develop and implement
legislative base and maintenance (resp. Stimulant) funding on the one hand and
generating social product cooperatives, enterprises and organizations on the other.
To keep autonomy in the field of application, the relationship between the two
countries the process is not exercised directly and can be carried out by diverse status
and capacity mediating institutions.
Principle of institutional interaction is seamless forward and reverse link
(between the State to enterprises and organizations with social work).
The direct connection provides:
•
law resource;
•
targeted stimulating state resources.
The feedback between the institutions of the social economy provides statistics
from the scope of the competent state institutions.
It should enhance the role of local authorities to develop the social economy.
At present there is a deficit in the theory and practice of their role and should be
underlined that they examine and define the needs of local communities initiate and
support local policies and informal platforms for the development of the various
manifestations of the social economy in local communities. Expected to participate in
the creation of social enterprises through public-private partnerships and municipal
forms. The choice of mechanisms for implementing public-private partnership will
depend on the capabilities, needs and preferences of local government.
Currently in the country there is a variety of businesses and organizations
falling within the social economy sector: specialized companies, cooperatives of
people with disabilities, sheltered workshops; types of cooperatives registered under
the Cooperatives Act and corresponding indicators for social enterprises; social
enterprises to corporate and non-profit organizations (foundations and associations).
Role in the development of the sector have informal structures - networks and
platforms working on the development of social economy. Regarding the network of
mutuals, there are traditions in Bulgarian society. These people help each other in the
field of financial services such as micro-credit, health and social security insurance.
They could also develop into social enterprises.
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In the country there is presence of institutional and legal freedom of action, and
a wide possibility of the creation and development of social enterprises and informal
networks under current legislation.
Social Economy and Social Entrepreneurship
Social Business is business entirely focused on the creation, operation and
development of social enterprises. It is a relatively new concept in Bulgaria, although
a number of organizations carry out such activities in the country.
There are four main ideas for social entrepreneurship:
The first idea focuses on risk. The social entrepreneur is a person who acts,
decide and satisfy their needs in terms of uncertainties and risks.
The second idea focuses on innovative, creative, exploratory nature of social
entrepreneurship.
The third idea emphasizes the dynamic role of social entrepreneur development
of social economy and efficient use of limited social resources.
The fourth concept is associated with the social management. According to her,
the entrepreneur is constantly looking for change and is an adequate response,
maximizing opportunities through innovation.
The social entrepreneur creates social good, not through charity but through
action combining economic and social objectives, provides support for socially
vulnerable groups of society, promotes social positive change satisfies social needs.
He optimal use of available resources and apply innovative approaches to the
development of social economy.
Social economy and social enterprise
Social enterprise developed in specific, local context and represents the
primary economic unit of the social economy.
Social enterprises position themselves between the traditional private and
public sectors. The key distinguishing characteristics are social goals, combined with
the entrepreneurial potential of the private sector. Social enterprises focus their
activities and reinvest profits to achieve social, respectively public purpose, in the
interests of its members and the wider range of people.
Social enterprises, regardless of the legal organizational form, covered by a
European Commission policy to encourage enterprises, in particular small and
medium-sized enterprises (SMEs). The main objective of this policy is to create a
legal and administrative environment at European level and in each Member State in
which social enterprises of any shape and size can meet the challenges posed by
globalization, rapid technological change and the global economic crisis. Since most
social enterprises are SMEs, they fall under the Act for small and medium businesses
in Europe and all EU programs aimed at small businesses.
Social enterprises registered under the Law on NGOs (NPLEA) are nongovernmental organizations doing business with a strong social effect against
members of vulnerable groups in the broadest sense: to improve their standards of
living, employment, provision of services and / or other forms of direct support, the
end result is their active social inclusion.
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Cooperative registered under the Cooperatives Act can also be defined as a
social enterprise if it meets the indicators of social enterprises.
Social enterprises registered under the integration of people with disabilities
are mostly cooperatives whose transparent and democratic governance principles
make them particularly suitable form of entrepreneurship in the field of social
integration.
In the field of employment social enterprises providing services related to:
•
Promote employment opportunities and career development for longterm unemployed, people with disabilities and others in the labor market, as well as
providing assistance in targeting workplace, providing employment and return to
work;
•
Promote opportunities for self-employment, entrepreneurship and
development of cooperatives and starting one's own business.
The social economy and the European social model
Development and implementation of National Concept of social economy is a
continuation of the work of the team of MLSP for full harmonization of social
policies with best practices in Member States on the basis of the findings and
conclusions in the Open Method of Coordination for social protection and social
inclusion implementation of flexibility in the labor market combined with security
and implementation approach for active inclusion.
In the modern European context, the social economy is an established and
integral part of social protection and social safety nets, which produces and
successfully combines economic profitability and social solidarity. The social
economy is a carrier of the democratic values that put people first, creating jobs and
promoting active citizenship. Development potential of the social economy is
dependent on the adequacy of the established political, legislative and operational
conditions. Actually existing entities with social economic and humanitarian
activities in the country say more strongly the need for legal and institutional
differentiation in the real economy to be able to fulfill their potential and interact on
an equal basis for achieving synergistic social effect among themselves and in
cooperation with state and corporate economy.
Social economy as a contribution towards the Lisbon goals
On 13 July 2010 the EU adopted the strategy „Europe 2020” [88], which
succeeds the Lisbon Strategy by 2000. A key concept in the strategy „Europe 2020”
is inclusive growth by focusing efforts and resources to fight poverty and social
exclusion through the development of the labor market, including in crisis conditions.
The strategy defines three interrelated priorities 5 goals and 7 flagship initiatives. The
social economy is related to each element of this functional structure, but it is in
direct Priority 3: inclusive growth which will stimulate the economy with high
employment levels, leading to social and territorial cohesion.
On 27 October 2010 the European Commission adopted a Communication on a
Single Market Act for competitive social market economy, which includes proposals
to encourage businesses to market economy by providing access to resources and a
favorable legal environment.
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Volunteering and Social Economy
The principle of voluntariness is a fundamental principle in the establishment
and operation of social economy enterprises. The social economy is based on the
principle of solidarity through volunteering.
Voluntary work and activities are important and are important for personal
development, improvement and individual participation, and to create greater public
good volume. Volunteering is essential to fostering active citizenship, nurturing civil
society and strengthening solidarity.
2011 is the European Year of Volunteering. It has the potential to contribute to
the harmonious development of every society by promoting social inclusion and
social welfare. Apart from its social role, volunteering has an economic value and
contributes significantly to economic development.
European Year of Volunteering should highlight the important role of
voluntary activities, while at the same time reminding the Member States that these
activities should not be used for meeting basic needs normally met by social services
nor as a substitute for action public authorities.
A number of national and international documents provide means and
measures for the development of volunteering in the context of contemporary social
attitudes and needs and as an important resource for the social economy.
One of the strategic objectives relating to youth in Bulgaria is the development
of volunteering among young people as a force for personal development, mobility,
learning, competitiveness, social cohesion, solidarity between generations and the
formation of citizenship.
In connection with the development of policy in response to demographic
challenges of an aging population, EU-level steps have been taken to promote active
aging. An important focus of the overall policy of intensifying the adult population is
the development of volunteering among older people. In this regard, the Government
program of European development has set a measure for identifying areas of impact
of measures on better use of the vast experience and potential of older people. At the
national level is being developed National Concept to promote active aging, the main
objective is a complete social and economic realization of the adult population. As a
key area to achieve the goal are identified creating conditions to promote free
voluntary activity among older people.
In the context of providing employment to individuals and communities
disadvantaged, activation of voluntary initiatives and community development of
social capital at the local level is the basis for the development of entrepreneurial
activities.
OP „Human Resources Development” supports the development of social
economy by promoting voluntary initiatives that underpin the creation of new forms
of social enterprises and creation of new jobs, generating employment for individuals
from vulnerable groups.
Part of incentives in terms of voluntary work is guaranteeing the rights of
volunteers provide legal regulation of the status of volunteers and voluntary
organizations.
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Influence of social economy on employment
The components of the social economy in Bulgaria have the history, traditions
and perspectives. Cooperatives that are consistently the most natural potential carrier
of the characteristics of social enterprises receive more extensive development in the
prewar period as a result of the associated efforts of people with minor physical
capabilities, but with will and vision of self coping with social difficulties. In the
democratic period social economy develops without stating visibility in the political
spectrum, which remains in the background of public attention, but is environment
for development of their potential, in parallel with the development of civil society.
By providing employment to vulnerable groups in society the social economy
helps to unite economic and social resources to overcome social exclusion and
reduces the risk of poverty and social exclusion, sustainability measures in the field
of social policy.
The impact of the social economy in two directions - economic and social. The
social benefits are measured by integration and employment of disadvantaged people,
with the contribution to the process of social inclusion and the creation of social
capital. The most serious economic indicator of the benefits of the social economy
are saved public funds for social welfare, on the one hand, and the additional funds
offset the social costs of long-term unemployment. Simultaneously, the newly created
value in the social economy also represents a significant economic benefit.
Additional economic impact of these organizations is their flexibility and ability to
mobilize resources from different backgrounds - market and non-market resources,
voluntary work and public support.
In Bulgaria the role of social economy in general development of the country is
barely noticeable, unlike most EU countries. In the transition period significantly
decreased the number of employees in the social economy, particularly in specialized
enterprises and cooperatives of people with disabilities.
The overall design of employment policies put people at a disadvantage mainly
in the role of passive consumers of proposed employment opportunities and training.
Extremely poorly utilized opportunities for self-employment, for organizing the
employment of people from vulnerable groups through alliances low levels between
families, initiatives in the neighborhood or municipality to support their employment.
In this connection more fully to exploit the importance of social capital in
combination with employment policies and policies for social inclusion of
disadvantaged people.
Flexibility in the implementation of specialized policies for disadvantaged
people is low. This is especially well seen at this time of difficult economic activity.
In recent years, people with disabilities accelerated drop out of the labor
market. A large percentage of people with disabilities who are not registered as
unemployed at labor offices (LOs). According to unofficial data disabled people in
working age are about 350 000 people.
According to data of the Employment Agency for the first half of 2010 the
average number of registered directorates „Labour” unemployed with reduced
capacity is 13,734 people. The share of people with reduced capacity in the total
number of unemployed is 3.8%. The proportion of women in this group was 50.2%.
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The share of unemployed persons with disabilities under 29 is 6.1%, while that of
people over 50 was 60.7%. Without qualification and specialization among people
with disabilities registered in BT were 44.1% with primary or lower education 39.1%. Opportunities for job placement of unemployed disabled workers are
extremely limited. Their chances to find work in the real labor market are minimal.
The jobs advertised in LOD not requiring education and training in mostly physical
labor contraindicated for persons with reduced performance.
To the adverse factors for the increasing number of disabled people as a risk
group in the labor market is established negative stereotypes in society, but especially
the lack of adapted jobs and access to them. The limitations of the environment
creates greater barriers to social inclusion than functional disabled persons.
The overwhelming majority of people with disabilities are excluded from the
labor market. A significant factor in this is the levels of educational attainment: 90%
of people with disabilities who work have secondary or higher education, while
among people with disabilities in general they are a little more than half.
People with disabilities who are working, despite the low level of participation
in the labor market generally have similar positions on this market compared to other
citizens. Their ability to provide self-employment and the exercise of physical or
mental work does not differ significantly from those of others. More significant
differences are observed only in terms of manual labor: among workers with
disabilities skilled workers engaged in manual labor are less at the expense of
unskilled. Also employed in construction and government are less at the expense of
workers in health and social sphere.
Under Bulgarian legislation, and in particular the Integration of Persons with
Disabilities, the employment of people with disabilities is done through:
•
Integrated environment (open labor market);
•
specialized environment (in specialized enterprises and cooperatives of
people with disabilities).
Specialized enterprises and cooperatives of people with disabilities are those
who fulfill the following conditions:
•
have been registered under the Trade Law or the Law on Cooperatives;
•
produce goods or provide services;
•
have a share of persons with disabilities as follows:

for blind and partially sighted persons - not less than 20 per cent of the
total number of staff;

for people with hearing impairments and other persons with disabilities not less than 30 percent of the total number of staff;
•
entered the register of the Agency for Persons with Disabilities.
Specialized enterprises and cooperatives are:
•
municipal enterprises for people with disabilities;
•
cooperatives for people with disabilities;
•
specialized enterprises for the blind and partially sighted persons;
•
specialized enterprises for people with hearing impairments;
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•
SMEs, including and micro-companies for people with disabilities. In
recent years, a growing number of micro and small companies, including registered
by enterprising individuals with disabilities in order to start own business;
•
Occupational and health facilities that provide occupational therapy to
patients by healthcare institutions and hospitals.
Specialized enterprises and cooperatives of people with disabilities are the
main and preferred employers for people with disabilities in a specialized
environment they feel physically and morally protected.
Today, the number of specialized enterprises and cooperatives of people with
disabilities is 124, according to the Agency for Persons with Disabilities, but
employed them not go beyond 5000, including people with disabilities are not more
than 2500, its production is much reduced - work is mainly tailoring products to
order, Cardboard and plastic products.
Currently specialized enterprises and cooperatives develop production and
services in several key areas:
•
tailoring;
•
manufacture of plastics;
•
Production of cardboard packaging;
•
printing and bookbinding;
•
cosmetics, herbal cosmetics;
•
transport for people with disabilities;
•
Web advertising and design; publishing; advertising;
•
crafts, souvenirs, ornaments, martenitsi, greeting cards;
•
providing public utility services;
•
manufacture of electrical products for home and industry and production
of filters for ventilation and air filters for internal combustion engines and filters for
cleanroom and HEPA filters (by specialized enterprises for people with hearing
impairments).
Apparel production occupies the largest share of the overall activity of
specialized enterprises and cooperatives around 70 percent - the production of ladies',
men's and children's clothing; specialized clothing system GORETEX - special
working uniforms and specialized protective clothing, sports and ski suits, hunting
clothing, bedding and bed linen, etc.
The structure of specialized enterprises and cooperatives around 20% are small
businesses, 25% medium and 45% are micro-enterprises. At the same time majority
of businesses are connected by one owner. Such are the cases of enterprises system in
the Union of the Deaf in Bulgaria and the Union of the Blind in Bulgaria, as well as
municipal enterprises, making these enterprises large according to the Law for SMEs
- 10% of the total number of specialized enterprises and cooperatives.
After a dramatic decline in employment, production and the number of
enterprises from the beginning of the transition in the last 10 years of sustainable
development albeit at low levels. This show sustainable developing cooperatives and
enterprises as „Dobrudjanka” - Silistra, „Rayna Princess” - Panagyurishte,
„Chernomorka” - Burgas, „Rodina” - Varna „Victoria” - Sofia, which under the same
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conditions and problems have results radically different from the others - stable
participation of domestic and foreign market and of medium size 20 years ago, are
now the largest in the country specialized enterprises and cooperatives of people with
disabilities.
Within the sheltered workshops is also carried out employment for people with
disabilities.
The objectives of sheltered employment are in direction:
•
Providing employment for people with disabilities who are unable to
work in the general labor market, which is why they are creating conditions for work
in a specialized environment (workshops and studios);
•
Encouraging and preparing the people who work in the protected
environment to gain employment on the general labor market (the logic of this
approach is that through training and career development opportunities are created for
the integration of the overall labor market).
Lacking a supportive environment and appropriate actions with which to
engage seriously disabled with a high share of employees with a high degree of
disability to overcome their social isolation. Due to the specificity of certain types of
disabilities, such as people with mental or sensory disabilities, employment
rehabilitation process will require special support measures, which include special
attention and approach to their development and implementation. The realization of
human rights of persons with mental disabilities is still difficult to achieve. It requires
the application of modern practices and engagement of the whole society. Too
complex and topical problem for professional employment of persons with mental
disabilities. Mastering them affordable professions and specialties is a condition for
their inclusion in society.
Despite the difficulty of setting up and development of social enterprises in
Bulgaria is visible tendency to use the capacity of NGOs for employment and
integration of disadvantaged groups, social inclusion and provision of social services.
On the other hand, the social economy does not provide a universal solution
because the differences between regions and their problems and needs are substantial.
But if the state enhance the activity of policies to support and promote social
enterprises, then the benefits will be multilateral. Last but not least and social
enterprises in Bulgaria and the entire civil sector needs to demonstrate its ability to be
an equal partner of the state in solving important social problems and to prove that
innovation and flexibility are their primary feature.
Yet the country lacks a sufficient number of good practices for the
development of social enterprises. Lacking a supportive environment and appropriate
actions with which to engage people with disabilities, people with mental illnesses,
people suffering from various addictions or persons who have served a sentence of
imprisonment.
Annually between 7000 and 8000 people leaving the places of imprisonment.
About 25 percent of them are maladjusted unaided to public life. For those persons
missing supportive social environment through which to provide them with
employment and increase their willingness to participate fully in public life after
leaving prison.
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In 2009, under the scheme „Social entrepreneurship - promoting and
supporting social enterprises - pilot phase” OP „Human Resources Development”
funded 46 proposals for the creation of 35 new and supporting 11 existing social
enterprises. Of these 34 organizations are leading providers of social services; 11
leading organizations municipalities and 1 leading organization is building. The aim
of the scheme is to support recovery work habits, skills for self-sufficiency for people
at risk - the production of specific goods and services, research opportunities and
demand for their marketing and consulting for the development of social
entrepreneurship
Social enterprise projects are for services in the home and garden; art
workshop; workshop for applied arts; support centers for disadvantaged persons;
Social Services Bureau; nursery; car wash; Information center; Labour Office.
National concept of social economy is the foundation on which will be
implemented to attract and support the development of legal capacity undertakings
and associations of social economy to support the successful implementation of
national measures for social inclusion.
In order to maintain the autonomy as a democratic basis of the origin and
functioning of the entities of the social economy concept adopts the principle of
voluntary participation in the measures of the state on the model of this concept in
response to government incentives.
The state controls the input and output of participation in government measures
this concept to:
•
maintain the reliability of statistical information on the application of the
concept;
•
ensuring appropriate application of state incentives to entities of the
social economy, which fulfill the criteria for identification;
•
distinguish between businesses of the social economy than others and
provide them with equal opportunities for development through the creation of
specific favorable legal and administrative environment.
3.6. Social enterprises and their markets
Social enterprises in Bulgaria operate in several directions:
Delivery of social services;
Providing jobs for people with disabilities;
Mediation in finding employment of unemployed persons; Provision of health services;
Activity in the field of education and others.
In realizing these activities lead is not an end product, and the social impact on
the people themselves expressed in this to obtain the necessary support to integrate
into society.
Social service providers
One of the most outstanding areas of work of the Bulgarian social enterprises is
the delivery of social services. This became possible after the conducted reforms in
the social sphere in 2003 with amendments to the Social Assistance Act /SAA/ and
its implementing rules. The provisions of the law regulating the circle of persons
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capable of being designated to provide necessary services, it is not proposed
comprehensive range of subjects, and are described with the following features - the
state, municipalities, Bulgarian physical persons registered under the Commerce Act
and legal entities , individuals carrying out commercial activities and legal entities
arising under the laws of another state - member of the European Union or another
country of the European economic Area. And here the emphasis is not on the legal
form of social enterprise, but on this activity is to support individuals and leads to
social inclusion within the meaning of the SAA.
In pursuance of national policy in the social state delegate the performance of
certain functions of the mayors of the municipalities in Bulgaria, as in turn give them
the right to dispose of the funds for this by themselves means are provided and
translated based on the state budget each calendar year. Mayors reserve the right to
supplement designated by the state to local activities, providing them with funding by
the respective municipal budget.
Bulgarian legislation expressly provides for the so called social negotiation assigning social services financed by public funds to private providers. This is done
through a competition organized by the Mayor of the municipality or the terms of
negotiation involving the sole candidate. The control over the legality of the
procedure may be exercised by administrative order in front of the customer or by
court order before the Administrative Court. The law provides for the possibility
provider of social services to provide these services alone against the agreed
remuneration on market principles.
The degree to achieve quality in the service appears:
•
compliance with the criteria and standards set by the regulations to
implement the SAA and the ordinance on criteria and standards for social services for
children adopted by the Council of Ministers of the Republic of Bulgaria;
•
required by law special registration to the Agency for Social Assistance
/ASA/ and the State Agency for Child Protection in cases where beneficiaries of
social services are children.
Specialized enterprises for people with disabilities
One of the regulations envisaged opportunities for development of social
entrepreneurship is reflected in the Law for Integration of Persons with Disabilities
/IPDA/. This approach of the legislator is different manifestation being placed focus
on two main criteria by which to accept going concern as socially. The criteria are:
introduced a requirement specialized enterprises and cooperatives of people with
disabilities are registered in a particular legal form; Cooperatives should carry out
activities related to the production of goods or provision of services, among
employees should have a relevant share of people with disabilities.
Particular attention causes restriction of the law social enterprise occur in the
form of commercial legal entity established under the Trade law or the Cooperatives
Act. So now cannot exist as a joint venture, limited liability company, limited
partnership, limited partnership shares and partnership, as well as cooperative.
Practically more used forms are joint venture and limited liability companies and
with this in mind that capital companies to clearly distinguish the amount of liability.
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Another possibility for the registration of social enterprise, according to the
special law is a cooperative of disabled people covered in the Cooperatives act. For
its occurrence is sufficient declaration of intention at least seven individuals. IPDA
does not clarify whether the very founders /members/ and how many of them should
be tied to membership in the cooperative relationship.
The second requirement is that social enterprise is engaged in the production of
goods or the provision of services, making it an active participant in the economy. In
addition to that introduced quantitative dimensions of staff:
Specialized enterprises and cooperatives for the blind and partially
sighted persons - no less than 20 percent of the employee number;
Specialized enterprises and cooperatives of people with hearing
impairments - not less than 30 percent of the employee number;
Specialized enterprises and cooperatives of persons with other
disabilities - not less than 30 percent of the employee number.
In so set laws can conclude that the presence of the required legal form and
economic criteria must be met cumulatively. To complete factual giving legal status
to a union as a specialized enterprise for people with disabilities it is compulsory to
fit in the Agency for Persons with Disabilities. Social enterprise registered under the
IPDA, benefiting from more favorable treatment under Bulgarian legislation.
Health support
The activity of social enterprises in the field of health services is relatively
limited, confined mainly to the guidance of some patients what type of health
insurance rights and obligations are, and offering free-hold medical examinations,
free distribution of drugs and devices not requiring specialized prescription.
According to the main law in this area - Health Act [26], health facilities are
structures of the national health care system in which medical and non-medical
specialists carry out activities to maintain and strengthen citizens' health. Although
satisfy some of these traits, social enterprises not having the status of a health
establishment cannot provide health services and should limit their activity to that.
The status of health institutions are national centers on public health issues, the
National Expert Medical Commission (NEPC), health offices, opticians and
pharmacies. According the Health act quality of medical care based on medical
standards established under the Hospitals Act. It regulates medical institutions as
separate organizational structures on a functional basis in which doctors or dentists
alone or with other medical and non-medical specialists carry out diagnosis,
treatment and rehabilitation of ill persons. These organizationally separate units
should have the status of legal persons registered under the Trade law or the
Cooperatives act [28]. Social enterprises in the health sector achieve the desired
social impact or limit its sphere of activity to the extent permitted, without the need
for special registration under the Hospitals act or register as a separate company or a
cooperative in accordance with legal requirements. Unfortunately, the Bulgarian
legislator has not provided the opportunity the legal form of medical institutions to
NGOs, which actually deters many organizations - social enterprises to offer
integrated health and social services for vulnerable groups.
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3.7. Support for social enterprises
One of the advantages of the social economy is a sufficiency of material
resources enjoyed by sources and reserves to which the state has no access.
Mobilization of movable and immovable property which is personal property of
volunteers in the process is a prerequisite for market flexibility. As a result, this
avoids the heavy bureaucracy, political relationships, financial rivalries is able to fail
even ventures a national priority and above all it saves time.
Notwithstanding the phenomenal potential of self logistical provision, social
policy of the state should not omit from sight your material needs of the social
economy and the opportunity to promptly allocate such funds, which could prove
crucial especially for preservation and development of employment especially in
times of crisis. As a rule, social and economic impact of the addition of one such
resource is very large.
Like the material and the provision of financial resources on the subjects of
social economy generally is provided voluntarily by the participants, which provides
security and flexibility due to the absence of bureaucratic obstacles. A serious
problem with self-financing is scarce potential.
In this aspect, the social policy of the state suggests various approaches for
financial support for the sector through:
•
Schemes to provide grants for the creation and development of social
enterprises and social platforms;
•
Tax relief - extending the current preferences for all social enterprises
under strict control of the nature of activities of social enterprises;
•
New tax incentives for social enterprises;
•
Government subsidies eligible under Regulation block off certain state
aid [1, 3, 16, 71, 72];
•
Access to credit;
•
Identification of additional specific criteria for businesses of social
economy in their participation in the procedures for obtaining public contracts, since
by their nature they are not equivalent to capital associations.
•
Promotion of philanthropy in favor of the social economy through tax
incentives for donors;
•
Seeking opportunities to use the programming period 2014-2020 for
planning and funding for the implementation of national and local policies.
Significant addition of this resource possible Operational Programme „Human
Resources Development” and OP „Competitiveness” for the periods 2007-2013 and
2014-2020, in particular the OP „HRD”:
•
Priority 5 „Social inclusion and promotion of social economy”:
Priority 5.1. Support the social economy. The aim is to stimulate
initiatives in the social economy and investment in social capital by supporting the
development of social entrepreneurship as an opportunity to improve the quality of
life of individuals at risk and overcoming social isolation. Forthcoming opening of
two new operations - „New Opportunities” - this operation aims to support the
development process of social economy and create social capital by supporting
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municipalities to provide employment and activity of persons at risk; „Chance for
All” - the scheme aims to support the social inclusion of people with disabilities by
supporting specialized enterprises and cooperatives of people with disabilities to
provide training to acquire or enhance their professional qualifications and
employment for people with disabilities.
Priority 5.2. Social services for prevention of social exclusion and
overcoming its consequences. The aim is to expand the opportunities for improving
the quality of life of vulnerable groups and / or their families by promoting equal
opportunities for vulnerable groups and expand the volume, diversity and targeting of
social services in the community and in institutions.
•
Priority 1 „Promotion of economic activity and the development of labor
market inclusive”:
Priority 1.1. „Integration of vulnerable groups in the labor
market”,”Operation Training and adaptation” aimed at re-socialization of persons
serving a penalty of imprisonment.
Resources that determine the development of the social economy and its
components have different functions and effect. Political resource appears as a
generalization and a regulator of other resources and financial determines their
physical activity.
At the central government level
The state monitors the status and development of the social economy and
through its competent institutions and experts, primarily through existing social
protection systems, supports the entities in the social economy to maintain their
capacity and territorial coverage adequate to the level of unemployment and social
exclusion.
Presumably the resources of the entities in the social economy are secured
separately by using personal material, financial and labor contributions of the
participants in the activities. Depending on the current or prospective social and
political reasons, the government granted to certain entities in the social economy
target: human resources (through recruitment, through education and training
measures); material resources, which also includes the provision of premises and
communal services; financial resources.
Since the financial resource is able to replace or generate other resources, the
European Commission and national governments adopt a particular view regarding
the allocation of funds for social economy for the following reasons:
•
amount of such subsidy is very small in scale compared to national
budgets;
•
returns as a specific product and stabilizing effect is usually very high;
•
moral and mobilizing effect is high and essentially irreplaceable.
The Regulation on block off „de minimis” allows member states to grant up to
€ 200,000 of certain companies, including acting in the social economy, without any
formalities. In 2008, the Commission adopted the General Regulation Block Off
((EU) № 800/2008), allowing Member States to grant a large number of categories of
aid (training, employment, SMEs, environmental protection and others) without prior
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notification to the Commission. In the context of the financial crisis, the Commission
adopted a temporary framework allowing Member States to grant additional
assistance in order to ensure access to finance. All these categories of aid can be
particularly useful for social enterprises and can be obtained without or with very
little red tape.
The state pursues a consistent social policy appropriate to the nature of the
social economy and force her subjects aimed at stabilizing the social outcomes they
achieve, which will introduce procedural, tax, and people with disabilities and
infrastructure concessions.
On local level
The competent state body charged with the implementation of the National
concept of social economy, implement the state policy in the field of social economy
on a territorial basis through the national network of executive agencies and local
government.
At the level of social dialogue - recognition as a social partner
The social economy as an element of social dialogue is a concept
understandable and acceptable by existing social partners to the subject of social
dialogue and opportunities of social economy gives the example of resolving social
contradictions account functioning both as an employer, employee, investor and
owner of businesses.
At European level, the European Centre of Enterprises with Public
Participation and of Enterprises of General Economic Interest (CEEP)
(http://www.ceep.eu/) [2] is recognized by the European Commission representative
association of employers in the European social dialogue. As a social partner, CEEP
represents the interests of its members, which include social enterprises to European
institutions consulted by the European Commission on the draft legislation. CEEP
delegate their representatives and observers in committees and advisory bodies of the
European institutions and so is able to protect the interests of its members.
Based on the principle of subsidiarity, Member States may apply this model to
the national social dialogue. The European Parliament (A6-0015 / 2009) supports the
need to recognize the components of the social economy in the European sectoral and
cross-sectoral social dialogue and requires both the Commission and Member States
to encourage the process of inclusion of existing entities of the social economy in
tripartite advice on all employment law and insurance issues.
The social economy sector is developing thanks to trained personnel. In this
regard was adopted and the European Parliament Resolution of 20 May 2010 on a
new partnership for the modernization of universities - for dialogue between
universities and business, in which the EP [77]:
•
46. Reiterates that commercial entrepreneurship in its various forms
should be regarded as one of the possible professions for young graduates and the
need for higher education institutions to provide students with detailed knowledge of
all forms of entrepreneurship, including social and solidarity economy, encouraging
them, for instance, to establish their own companies;
42

•
72. It encourages the Commission to continue promoting dialogue at
national, local and regional level with a focus on best practices and to ensure that
such dialogue involves all interested parties (e.g. Social partners) and all types of
enterprise (SMEs, social and solidarity economy, etc.), as well as representatives of
third countries (NGOs, etc.) with a view to highlighting the economic and social
added value of cooperation between the two worlds of university and business.
Attitudes and reactions of the academic and research community in Bulgaria
have adequate time and essentially a standing agenda Bulgaria need to fit into this
aspect of the process of European social inclusion.
Training in Social Entrepreneurship is one of the best innovations in higher
education. But existing occupations does not currently reflect the extent necessary,
the specific nature and content of social entrepreneurship. Discussed is the need to be
regulated the profession of the social entrepreneur.
3.8. Training in social entrepreneurship
Training in social entrepreneurship are available in varying degrees in the
formal education system according to curricula developed for different levels and
educational levels - primary, primary, secondary, vocational and tertiary education.
Vocational training centers, vocational colleges and organizations operating in the
field of trainings provide much greater options and flexibility by conducting informal
training.
Priorities of the National Strategy for lifelong learning are [50]:
•
A step towards a new educational approach and innovation in education
and training;
•
Improving the quality of education and training;
•
Provide educational environment for equal access to lifelong learning for
active social inclusion and active citizenship;
•
Promotion of education and training to meet the needs of the economy
and changes in the labor market;
All areas of impact support the acquisition and continued development of nine
key competences for lifelong learning in a single process: competences in Bulgarian
language; communication skills in foreign languages; mathematical competence and
basic competences in science and technology; digital competence; learning skills;
social and civic competences; initiative and entrepreneurship; cultural awareness and
expression through creativity; skills to support sustainability and a healthy lifestyle.
Although in a number of programmatic and strategic documents related to
training and education, talk about the importance of entrepreneurship, the extraction
of data provided opportunities is very difficult, not to mention the reporting of results.
But the fact is that more and more projects and programs oriented towards
entrepreneurship, in particular social entrepreneurship as a particular focus and
include a mandatory training component of the target groups - e.g. Program for Social
Entrepreneurship of the non-profit organization Bulgarian Center for Non-profit Law
[66].
The training offered by consulting firms will develop in the future, but very
often they are just used to attract customers.
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3.9. Organizations, networks and projects
Among the organizations in the country working in the field of social
entrepreneurship, the most active exhibit NGOs registered under the Non foundations and associations. Hardly within the present disclosure could be extended
to existing range of organizations, the majority of which are characterized by small
size, specific purposes and target groups. The undisputed leader among them is the
Bulgarian Centre for Non-Profit Law (BCNL) [15] supported the design and
implementation of laws and policies for the development of civil society, civic
participation and good governance in Bulgaria, as well as a number of programs and
projects, incl. those aimed primarily at social entrepreneurship.
Foundation "Charities Aid Bulgaria" (BCAF) [92] works for effective
philanthropy, encouraged by appropriate legislation, aiming to develop modern
philanthropy and strong nonprofit sector through support of: business - to achieve
success in their social projects, individual donors - to donate easy and safe, non-profit
organizations - to increase their resources and efficiency.
Both the above organizations joined forces in a number of projects related to
social entrepreneurship. Strengthening the Forum „Social Enterprises in Bulgaria” is
a 10-month project implemented by the Charities Aid Foundation in Bulgaria in
partnerships in the Bulgarian Center for Non-profit Law [15]. The project aims to
strengthen the newly established Forum Social undertakings is it the voice of the
sector and to influence the necessary policies and programs. The partners will attract
members of the Forum the most innovative and oriented towards sustainable result
social enterprises, supporting organizations, companies and individuals. The most
important results of the project have the opportunity to design the development of the
sector (Roadmap NAO) to measure the level of development (SR Index) and
encouragement of the coalition by success in the first advocacy campaigns. Funded
by: support Programme for NGOs in Bulgaria by the EEA Financial mechanism
2009-2014 (www.ngogrants.bg); Specialization: capacity Building for NGOs Priority
Developed networks and coalitions of NGOs working in partnership.
Forum „Social Enterprises in Bulgaria” [93] is an informal association of
people and organizations working in the field of social entrepreneurship. It promotes
the exchange of information and to formulate policies, puts the problems of social
entrepreneurs nationally.
„Our voice” [61] is a platform created with the financial support of the
Program to support NGOs in Bulgaria under the Financial Mechanism of the
European Economic Area in which the topic of social entrepreneurship is moderated
by both organizations.
Portal for NGOs in Bulgaria NGOBG.info [62], with support from the Trust for
Civil Society in Central and Eastern Europe and the Charles Stewart Mott Foundation
provides a space for sharing and updated information about NGOs in Bulgaria.
„Social initiatives for Personal Alternative” is a non-profit making and
independent, nonprofit organization that unites people involved in social activities
[79].
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Project „Social entrepreneurship - an alternative to financial independence and
social stability” has developed site as an Internet gateway - virtual business incubator
for social entrepreneurship [68]. The portal combines four different technologies:
1.
Internet site to promote not project „Social entrepreneurship - an
alternative to financial independence and social stability” and progress on activities.
2.
Electronic reference that classifies and provides a list of useful links to
websites of state institutions, agencies, NGOs, developing social entrepreneurship
and links to electronic materials for Social Entrepreneurship and electronic form of
regulations that govern and affect issues related to social entrepreneurship and
economic activity of non-profit organizations.
3.
Virtual resource center providing materials for Social Entrepreneurship:
nature, business planning, marketing and more. And more: practical advice and
models of working social enterprises form online consultation.
4.
Interactive space where all users can exchange experiences and
information. This virtual mechanism allows for networking to exchange experiences
and good practices in the field of social entrepreneurship for the emergence of
partnerships.
3.10. Social enterprise directories
Ministry of Labour and Social Policy and its partners National Statistics
Institute, the Central Cooperative Union and the Social Assistance Agency for 14
months realized project „Creation of a national database of MLSP for social
enterprises in Bulgaria” [44].
The project includes technology for the entry and processing of information for
social enterprises by structured forms. The data from the forms are no longer in the
section "Social enterprises" and "Indicators for social enterprises."
Survey of social enterprises in Bulgaria started in 2013 and has an annual
periodicity. The research is all non-financial corporations and non-profit
organizations in the country that have developed activities during the reporting year.
The main source of information are the annual accounts of non-financial enterprises,
compiling and compiling balance sheet and annual report of the non-profit
enterprises.
The main purpose of the statistical survey of social enterprises in Bulgaria is to
identify enterprises in the social economy and to provide information on certain
indicators of social enterprises in the country.
Below are examples of references presented by the National Database of
MLSP for social enterprises in Bulgaria - NSI, 2012:
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Number of social enterprises by region

Number of social enterprises by main economic activity (NACE rev.2)

Number of social enterprises by legal form
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Non-financial enterprises, which identified themselves as social, by number of employees

Not for profit enterprises, which identified themselves as social, by number of employees

The database provides even more opportunities for producing information in
tabular and graphical form.
3.11. Barriers to growth in social enterprising
Study the problems of different types of social enterprises identify a wide range
of problem areas that are determined primarily by the type of enterprise [17].
Resourcing
•
Lack of adequate financing, supporting social enterprises -. this is a
problem that affects virtually all social enterprises and refers to the initial and
working capital financing of activities of social enterprises.
•
Lack of resources for starting a business - along with financing, there are
several components to start a business that is usually absent in The majority of startup social enterprises (and entrepreneurial and social type), buildings / land
equipment.
•
Lack of managerial and marketing experience - this is the problem of the
NGO sector, which generally attracts employees with different profile than is
necessary for the realization of managerial and marketing positions. As far as the
civil sector is the most active in the creation of social enterprises help in this area is
becoming a necessity.
Disadvantages of project approach
This is a problem that affects mostly companies with dominant social cause.
The motivation of those businesses that are candidates for project finance is different
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from that of individual entrepreneurs. It could say that the latter are adequately
business oriented, while the first is often lacking management skills and vision
development.
•
The project financing model suffers from a chronic lack of resistance:
•
Slow, cumbersome procedures in the administration of projects
Problems with the environment
•
Lack of systematic and deliberate policy at the national level entrepreneurs ascertain a passive and erratic behavior of the state and the responsible
institutions
•
Lack of legislation - a problem already described above
•
Problems with the institutions - there is no real understanding of the role
of social enterprises, lack of cooperation from the institutions involved:
Personnel problems
•
Existing companies from entrepreneurial type (mostly specialized
enterprises for people with disabilities) often have problems finding and training
suitable staff - on the one hand because of the attitude they have inflated expectations
of the employer to provide them work without itself country are motivated to protect
their working position, appropriately qualified and willing to work. On the other hand
employers specialized enterprises say that people with disabilities cannot be equally
operable and effective as people without disabilities:
•
Trap aid - interviewed employers of people with disabilities describe
cases in which persons with disabilities who apply for jobs no motivation and quit.
The reason is that getting enough aid and therefore have no incentive to work.
Image of social enterprises
Overall, on established social enterprises with a long history, such as
specialized enterprises for people with disabilities lacking any evidence of hostility or
discrimination against this vulnerable group.
However, the study found that among local communities in smaller cities
concerning companies that are emerging or have a short story still exists,
discrimination against people with disabilities - are treated not as equal individuals
used offensive derogatory qualifications.
Governors functioning specialized social enterprises operating in a competitive
market environment, share fears of spreading the rumor that their staff is people with
disabilities. According to them because of existing prejudices that still alienating
some of their customers, i.e. have a direct negative effect on their business.
Successful models of social enterprise in Bulgaria
During the interview, social entrepreneurs were asked to describe a successful
social enterprise. In most cases using this technique they design their own problems
and resolve them through the construction of „ideal type”. The model for successful
social enterprise can be associated with the development phase of the corresponding
type of enterprise - for example, where the entity is still an idea or project, or has
occurred recently successful enterprise think in the most idealistic colors with a
minimum of specifics - there prevails abstract vision where all are happy working in
sound and sustainable enterprises. Accordingly, the opposite pole are companies with
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experience and history behind that really function successfully - there is usually
successful enterprise is thought of as „more of the same” whether an increase in
personnel, investment, geographic expansion into other regions / cities.
Another distinguishing feature of successful enterprise is independence,
especially in financial terms. There are many examples where operating companies
have certain financial relationships - from municipal budgets (in the case of
companies that are part of municipal structures) of project financing, which is
unsustainable as far as with an unpredictable result from donors who would also may
terminate the funding.
After all, if you need to display a generic model of a successful social
enterprise in the country it might look like this:
Successful social enterprise is an operating company with a social cause, a
positive financial result, which is independent in taking decisions does not depend
entirely on external financing, a clear perspective for development and achieving
social goals.
Profile of the Entrepreneur
Requirements to the personal characteristics of the social entrepreneur are very
diverse, even somewhat contradictory.
The dominant features of social entrepreneurs interviewed are interpersonal
competence, activity, innovation, organizational skills, ability for strategic planning.
Explicable in much lesser extent they are willing to take a risk, implement new
business models and to act quickly.
3.12. Social entrepreneurship principles
National policies to promote social enterprises should provide concrete
measures regardless of their nature (legal, financial, administrative) must comply and
achieve as a result those principles [42]:
Promotion and sustainability
•
support for social entrepreneurship should include the release of public
funds to support the activities of social enterprises to deal with social problems;
•
planning objectives, procedures and expected results in the provision of
public resources to support social enterprises should be based on periodic assessment
of the environment, taking into account the peculiarities established at a time models
and practices and their potential to work towards social objectives
Equal treatment and reduce the administrative burden
•
provide a package of incentives available for all forms of social
enterprises;
•
anticipate fast and affordable administrative procedures;
Effectiveness and efficiency
•
implementation of programs and measures after analyzing the needs
consistency and adequacy of goals;
•
relevance of inputs to the result - a clear assessment of the financial and
social result
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Coordination and decentralization
•
establishment of mechanisms for the participation of social enterprises in
the planning and evaluation of policy for social entrepreneurship at national level;
•
creation of conditions for development of social entrepreneurship at the
local level, according to the specificities and the needs of the territory by involving
the municipalities in this process (in local and regional strategies).
Solidarity and Partnership
•
creation of conditions for cooperation, consultations, open dialogue and
sharing responsibility among all stakeholders.
4.
Implementation of national and regional policies for development of
social entrepreneurship
Bulgaria, as a member of the European Union accepts and follows EU policies
in the field of social enterprise and entrepreneurship [81]:
EC purposefully and consistently work on developing a policy framework for
the social economy and social entrepreneurship in the EU. The ESC welcomes these
efforts and found that they seriously affect the development of social economy in the
countries. Extremely important role of social enterprises and social entrepreneurship
in the country and contribute to the EU development and implementation of a number
of key documents such as [8, 10, 11, 18, 63, 75, 86]:
•
The Commission Communications' Social Business Initiative - Creating
a favorable environment for social enterprises, key stakeholders in the social
economy and innovation „and” Towards recovery and job creation ";
•
Single Market Act I: Twelve priority measures to promote growth and
strengthen confidence", one of which relates to the promotion of social
entrepreneurship;
•
Single Market Act II - Together for new growth;
•
The European Parliament resolution on the Social Business Initiative;
•
Special Report from the Committee from 2012 - The social economy in
the European Union, which updates a similar report released 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.
Other strategic documents relating to social enterprises and social
entrepreneurship are:
Strategy "Europe 2020" where Priority 3 reads achieve 'inclusive growth,
which will stimulate the economy with high employment levels, leading to social and
territorial cohesion. "
EC Communication „Social Business Initiative - Creating a favorable climate
for social enterprises, key stakeholders in the social economy and innovation”, which
outlines an action plan to promote social entrepreneurship in Europe in three main
areas:
•
The first strand is aimed at facilitating access to private funding and
mobilize European funds to support the financing of social enterprises. This is
expected to encourage private and public stakeholders to invest more of its capital or
loans for social enterprises.
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Following adoption of this key action, the Commission proposed the creation
of a Regulation on European Social Entrepreneurship Funds [74], which was adopted
by the EP and the Council of 17 April 2013, and the Programme for Social Change
and Innovation. The program provides for the creation of a European financial
instrument amounted to 90 mln. euro, which will facilitate access to finance for social
enterprises to start up their business, its expansion and development.
•
The second direction is to strengthen awareness of social
entrepreneurship by developing appropriate tools. In this direction is the creation of a
national database of social enterprises in the country.
•
The third direction is connected with the improvement of the legal
environment for social entrepreneurship by providing the Commission to clarify the
legal forms that can be used by social entrepreneurs and to facilitate social
enterprises' access to public procurement.
European Employment Strategy [20] is designed in accordance with the
strategy „Europe 2020” to help create throughout the European Union (EU) more and
better jobs. The strategic objectives in support of this are:
•
to give „new impetus”, involving all stakeholders and strengthen
controls on national agreements combining flexibility and security of employment;
•
develop self-employment.
Action Plan „Entrepreneurship: 2020 revival of entrepreneurship in Europe”,
drawn up in 2013 and outlines the steps for decisive joint actions to unleash the
entrepreneurial potential by removing existing barriers an
d implement radical changes in the entrepreneurial culture in Europe. There are
immediate actions in three areas:
•
The first is education and entrepreneurship training in two main
directions - 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 businesses by removing obstacles that hinder their
creation and development; access to financing; support during the crucial stages of
the life cycle and growth of enterprises; deployment of new business opportunities
offered by digitization; An easier transfer of ownership of enterprises; review the
procedures for bankruptcy and providing a second chance for honest entrepreneurs
insolvent; reducing the regulatory burden.
•
The third area of action refers to measures to promote entrepreneurs as
role models for entrepreneurship and inclusion of women, the elderly, migrants, the
unemployed and young people.
Regulation of the European Parliament and of the Council on European Social
Entrepreneurship Funds from April 17, 2013 It should support the market for social
enterprises through more effective fundraising by investment funds that are oriented
to those companies. It provides for the creation of a European Social
Entrepreneurship Fund 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 qualifying investments.
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Social enterprises and social entrepreneurship are facing a number of
challenges related to their better visibility, creating a more favorable legal and
institutional environment for their operation, as well as providing better financial
opportunities for their development.
The Economic and Social Council (ESC) of Bulgaria [81] recommends setting
up a single European definition of social enterprise, which become the basis for plans
of legal action by the constitution of social enterprises in the country. According to
ESC, required explicit recognition by the public authorities of the different identity of
these organizations. ESC considers necessary improvement of cooperation
horizontally (between social enterprises) and vertically (between social enterprises
and public institutions) level.
Considering that the social economy has a substantial capacity for social
innovation, the ESC insists that social enterprises are further encouraged in their
efforts to find innovative solutions to social problems (e.g. the reconciliation of work
and private life, gender equality, the quality of family life and ability to care for
children, the elderly and people with disabilities).
One of the latest innovations in the social sphere is the concept of „Experts
from experience”, developed precisely as a form of social entrepreneurship. These are
individuals with specific expertise acquired through personal experiences and
expertise in social exclusion. The initiative aims to build on existing best practice in
Europe to tackle social exclusion by introducing a qualitatively different approach to
working with vulnerable groups by creating a profession „expert by experience”.
Legislative provisions
In recent years there has been a clear European policy to promote social
entrepreneurship as a key tool to tackle the challenges facing vulnerable groups or
solve social issues, including replace (or displace) the traditional forms of social
support (social services and payments). More and more funds from the EU budget is
spent on concrete measures to support social enterprises. Only predictable budget of
the Programme for Social Change and Innovation 2020 amounted to € 960 billion program, one aim of which is to support the development of social enterprises in the
EU [7]. This program will act together with the other EU instruments to provide
funding in this area (European Social Fund, funds to support social enterprises, etc.).
In most Member States have chosen approach of explicit regulation, thereby
encouraging develop specific policies.
European legislation provides a sound basis for the social economy. Relevant
provisions contained in: Treaty on the Functioning of the European Union; Charter of
Fundamental Rights of the European Union; Regulation (EC) № 1435/2003 of the
Council of 22 July 2003 on the Statute for a European Cooperative Society; Directive
2003/72 / EC of 22 July 2003 supplementing the Statute for a European Cooperative
Society with regard to the involvement of employees; Directive 2006/123 / EC of the
European Parliament and of the Council of 12 December 2006 on services in the
internal market; Council Decision 2008/618 / EC of 15 July 2008 on guidelines for
the employment policies of the Member States; Commission Communication of 30
52

January 2008 on the proposal for the Joint Report on Social Protection and Social
Inclusion 2008 (COM (2008) 0042), accompanying document to the Commission
Communication on the proposal for a joint report (SEC (2008) 0091) and to the joint
employment report for 2007-2008, endorsed by the Spring European Council of 1314 March 2008 .; Resolution of 6 May 1994 concerning alternative social economy;
EP resolution of 18 September 1998 on the role of cooperatives in the growth of
women's employment; EP resolution of 17 June 2008 on the proposal for a Decision
of the European Parliament and of the Council concerning the European Year for
Combating Poverty and Social Exclusion (2010); EP resolution of 23 May 2007 on
promoting decent work for all; Resolution of 9 October 2008 on promoting social
inclusion and combating poverty, including child poverty in the EU, as well as in a
number of Communications of the European Commission; European Parliament
resolution of 19 February 2009 on Social Economy (2008/2250 (INI)); European
Parliament resolution of 20 May 2010 on a new partnership for the modernization of
universities - dialogue between universities and businesses (2009/2099 (INI).
Critical components of the legal analysis and development of proposals for
legislative changes is the question of legal recognition of companies and
organizations from the social economy as real and legally protected participants in
economic processes. It is useful to bear in mind the European position expressed by
the European Parliament (A6-0015 / 2009)
•
Recognition of European statutes for associations, mutual societies and
foundations required to ensure equal treatment of social economy enterprises in the
internal market;
•
The EP calls on the Commission and Member States to develop a legal
framework that recognizes the social economy as a third sector;
•
Calls on the Commission to ensure that the European private company
will be a company that can be adopted by all types of businesses;
•
Calls on the Commission to set clear rules to be established which
entities can legally operate as social economy enterprises and to introduce effective
legal barriers to entry so that only social economy enterprises can benefit from
funding designed for social economy enterprises or from public policies designed to
encourage social economy enterprises;
The European Parliament (Decision A6-0015 / 2009)
•
urges the Commission and Member States to support the social
economy, to establish national satellite accounts for each institutional sector and
branch of activity and allow for this data to Eurostat, also by making use of
universities;
•
points out that evaluation of the social economy is closely linked to the
assessment of non-profit organizations, calls on the Commission and Member States
to promote the use of the UN Handbook on non-profit organizations and to prepare
satellite accounts which will improve the visibility of organizations non-agricultural
aim.
On this basis the Commission develop and guide the establishment of satellite
accounts for social economy enterprises. The purpose of these satellite accounts is
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greater statistical visualization of these undertakings with regard to their specific
social role.
The need for statistics on enterprises whose activity is not directed entirely and
solely for profit, and to achieve social objectives, such as profit is reinvested in whole
or in large part to achieve these goals will become more relevant in context of the
implementation of the renewed Lisbon strategy 2020, aimed at developing a "social
market economy". The creation of statistical databases such enterprises, their
maintenance and updating necessary. With this concept states that need and provides
for the creation of such a database at the Ministry of Labour and Social Policy. The
aim is to determine the number of social enterprises at home and their employees
from disadvantaged groups, and create on this basis a mechanism for monitoring the
activities of social enterprises. The National Statistics Institute is expected to
cooperate as a page publish the link to the statistical database to MLSP for social
enterprises on the basis of an agreement.
From the analysis of EU policy documents can be identified two interrelated
lines of the common European policy towards social enterprises:
1) increasing legal regulation to standardize understanding of what social
enterprise and
2) planning and allocation of financial resources towards creating and
sustainable social enterprises.
Thus ensuring on the one hand a clear basis, criteria and limited scope for
implementing support measures of any kind - financial and non-financial - on the
other hand does not lead to accumulation of regulation and regulatory burden without
further support.
Bulgarian national legislation also provides comprehensive legal framework
for the development of activities that have their reference to the characteristics of the
social economy:
•
Trade Law;
•
Law on Cooperatives;
•
Law for Non-Profit Organizations;
•
Law for the integration of people with disabilities;
•
Law on Employment Promotion;
•
Social Assistance Act.
•
Law for SMEs;
•
Crafts Act [25];
•
Law on Protection and Development of Culture [24];
•
Law on Corporate Income Tax;
According to Art. 316 of the Labour Code [38], municipal councils are obliged
to create specialized municipal enterprises and employers with more than 300
employees - workshops and other departments for persons with permanent disability,
the activities of specialized enterprises is planned and accounted for separately.
Municipal councils can create municipal enterprises:
•
by commercial companies with municipal shareholding registered under
the Trade law;
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•
by municipal corporations established under the Municipal Property Act.
In the current legislation the term „enterprise” is not clearly defined. Various
laws give their self-definitions intended solely for the purposes of their own
regulation [17]. The Trade Law defines a commercial „enterprise” as a set of rights,
obligations and factual relations of a merchant. According to the Law on Protection
of Competition „undertaking” means any natural or legal person or partnership that
carries on business in the relevant market, regardless of its legal and organizational
form. Under the Law on State Aid „undertaking” means any natural or legal person or
partnership that carries on business, regardless of ownership, legal and organizational
form. According to the Small and Medium Enterprises „undertaking” means any
individual trader according to Art. 1 of the Trade law and craftsmen under the Crafts
Act.
In tax law the concept is defined as broadly as possible in order to ensure fiscal
interests of the state. For tax purposes Law on Corporate Income Tax Act deals with
the concept of „place of business”, which is definitely room basis or permanently any
commercial transactions in the country. According to the Income Tax Act of
individuals 'undertaking' is an undertaking within the meaning of the Accounting Act,
which defines enterprises as:
• traders under the Trade law;
• legal persons who are not traders, budget enterprises, unincorporated
associations and foreign persons conducting business in the country through a
permanent establishment.
Legislation governing the status and regulates the activity of social enterprises
in the country is underdeveloped. In Bulgarian legislation there is no legal definition
of social enterprise, and rules governing the status, form and activities of the social
enterprise. Moreover, the term „social enterprise” does not exist formally in the
legislation of the country.
The only legislative regulated enterprises are specialized enterprises and
cooperatives of people with disabilities.
According to the Integration of Persons with Disabilities specialized
enterprises and cooperatives of people with disabilities are those who fulfill the
following conditions:
•
have been registered under the Trade Law or the Law on Cooperatives;
•
produce goods or provide services;
•
Have a share of persons with disabilities as follows:

Specialized enterprises and cooperatives for the blind and partially
sighted persons - not less than 20 per cent of the total number of staff;

Specialized enterprises and cooperatives of people with hearing
impairments - not less than 30 percent of the total number of staff;

Specialized enterprises and cooperatives of persons with other
disabilities - not less than 50 per cent of the total number of staff;
•
Entered in the register kept by the Agency for Persons with Disabilities.
•
Under the Public Procurement Act specialized enterprise or a
cooperative of persons with disabilities is what:
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•
Is registered under the Trade Law or the Law on Cooperatives;
•
There are a total headcount of less than 10 people;
•
produces goods or provides services and
•
No less than 50 per cent of the total number of employees are persons
with disabilities.
Patterns of social enterprises in Bulgarian practice
Social enterprises in Bulgaria operate in several directions [60]:
Delivery of social services;
Providing jobs for people with disabilities;
Mediation in finding employment of unemployed persons;
Provision of health services;
Activity in the field of education and others.
Together, we must emphasize the need to develop social entrepreneurship
outside the narrow confines of the provision of social services.
In pursuance of national policy in the social state delegate the performance of
certain functions of the mayors of the municipalities in Bulgaria, as in turn give them
the right to dispose of the funds for this by themselves means are provided and
translated based on the state budget each calendar year. Mayors reserve the right to
supplement designated by the state to local activities, providing them with funding by
the respective municipal budget. Bulgarian legislation expressly provides for t.
Pomegranate. Socio negotiation - assigning social services financed by public funds
to private providers. This is done through a competition organized by the Mayor of
the municipality or the terms of negotiation involving the sole candidate. The control
over the legality of the procedure may be exercised by administrative order in front of
the customer or by court order before the administrative court. The law provides for
the possibility provider of social services to provide these services alone against the
agreed remuneration on market principles. The degree to achieve quality in the
service appears:
Compliance with the criteria and standards set by the regulations to
implement the SAA and the ordinance on criteria and standards for social services for
children adopted by the Council of Ministers of the Republic of Bulgaria;
Required by law special registration to the Agency for Social Assistance
/ASA/ and the State Agency for Child Protection in cases where beneficiaries of
social services are children.
One of the regulations envisaged opportunities for development of social
entrepreneurship is reflected in the Law for Integration of Persons with Disabilities
/IPDA/. This approach of the legislator is different manifestation being placed focus
on two main criteria by which to accept an ongoing concern as socially. The criteria
are:
Requirement of IPDA specialized enterprises and cooperatives of people
with disabilities are registered in a particular legal form;
Cooperatives should carry out activities related to the production of
goods or provision of services, among employees should have a share of persons with
disabilities.
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Particular attention causes restriction of the law social enterprise occur in the
form of commercial legal entity established under the Trade law or the Cooperatives
Act. So now an enterprise can exist as a joint venture, limited liability company,
limited partnership, limited partnership shares, and partnership, as well as
cooperative. Practically more used forms are joint venture or limited liability
company and with this in mind that capital companies to clearly distinguish the
amount of liability.
Alternatively, registration of social enterprise is a cooperative of disabled
people covered under the Cooperatives Act. For its occurrence is sufficient
declaration of intention at least seven individuals. IPDA does not clarify whether the
very founders / members / and how many of them should be tied to membership in
the cooperative relationship. The second requirement is that social enterprise is
engaged in the production of goods or the provision of services, making it an active
participant in the economy. In addition to that introduced quantitative dimensions of
staff as follows, according to art. 28, para. 1 pt. 3 - for specialized enterprises and
cooperatives for the blind and partially sighted persons - not less than 20 percent of
the employee number;
- Specialized enterprises and cooperatives of people with hearing impairments not less than 30 percent of the employee number;
Specialized enterprises and cooperatives of persons with other
disabilities - no less than 30 percent of the employee number.
In so set laws can conclude that the presence of the required legal form and
economic criteria must be met cumulatively. To complete factual giving legal status
to a union as a specialized enterprise for people with disabilities it is compulsory to
fit in the Agency for Persons with Disabilities. Social enterprise registered under the
IPDA, benefiting from more favorable treatment under Bulgarian legislation.
However, it should consider further opportunities and those companies to gain a
clearer status and financial and economic incentives, as and their stay in the market is
associated with many challenges in the market.
The activity of social enterprises in the field of health services is relatively
limited, confined mainly to the guidance of some patients what type of health
insurance rights and obligations are, and offering free-hold medical examinations,
free distribution of drugs and devices not requiring specialized prescription.
According to the main law in this area - Health Act - health care facilities are
structures of the national health care system in which medical and non-medical
specialists carry out activities to maintain and strengthen citizens' health. Although
satisfy some of these traits, social enterprises not having the status of a health
establishment cannot provide health services and should limit their activity to that.
Social enterprises in the health sector achieve the desired social impact or limit
its sphere of activity to the extent permitted, without the need for special registration
under Hospitals law or register as a separate company or a cooperative in accordance
with legal requirements. Unfortunately, the Bulgarian legislator has not provided the
opportunity the legal form of medical institutions to NGOs, which actually deters
many organizations - social enterprises to offer integrated health and social services
for vulnerable groups.
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Legal form of social enterprises
The most frequently chosen form that unites people to achieve certain goals in
the social sphere is a legal non-profit entity under the law of non-profit legal
organizations:
•
NGOs have first task effectively to achieve their development goals act
like about spending their cash /companies aim to make a profit and its allocation
between partners/. Moreover stipulated in the statutes of NGOs goals be publicly
tracking from interested parties, and presumably are known to the public as records
of NGOs are public. Set destinations organizations necessarily lawful and not
contrary to good morals, otherwise they are subject to termination under the Nonprofit law. The implementation of these objectives is subject to a report to the
authorities themselves NGOs and annual monitoring by the state in case the NGO's
self-styled public benefit / perform community service /.
•
NGOs have the right to do business under certain conditions similar to
commercial companies and cooperatives, as long as their business simultaneously
satisfies several conditions:
To be connected to the main activities of NGOs;
To be ancillary to the main activity;
To defined explicitly in the statute / offices of NGOs; - Revenue of it be
used to achieve the objectives of the statute / office purposes.
In many cases exceeded the volume of business NGOs virtually separates the
work of social enterprise in their company. Characteristic of the separation of social
enterprise in separate legal personality /a regulated by the Trade Law company/ is
that its sole shareholder is the very NGOs. The composition of the management
bodies of the corporation is determined by the NGOs, which supervises the work of
those responsible and determine their powers. Thus the focus of the work of social
enterprise remains in NGOs and the existence of the corporation is justified solely by
the need for structural separation of the management team responsible for this. The
obligatory business characteristics that can be carried out by NGOs, makes it very
closely related to the nonprofit, ideal goals of the organizations - in practice it is only
a means to achieve them. In this sense, when that business is done by NGOs and the
organization aims to support vulnerable groups fill the criteria for social enterprise.
NGOs shall not distribute profits from the business, and the resulting gain can only be
used to achieve profit targets. Namely the combination of these features makes it very
often in practice NGOs preferred form of support from the state to promote the social
economy.
Current Bulgarian legislation provides a good basis for economic and social
activities with social impact. Over 30 preferential regime, including tax and related
deductions that apply in the corporate economy are directly applicable to
undertakings and social economy organizations. A more precise analysis of this
system of preferences warrants to offer additional incentives and to introduce
profiling of such measures to the specifics of the social economy. The creation of the
routine functioning mechanism for monitoring public activities with social impact,
collecting and analyzing data on their condition, activity and results, as well as their
58

needs for improving the legislative framework to maintain and stimulate their activity
is immediate task inherent in the state administration, which when established
necessary, in consultation with all stakeholders, will take the amendments to the
regulations on businesses and social economy organizations:
•
for legal recognition;
•
For statistical recognition;
•
profiling, respectively expanding the scope of the preferential
arrangements for full inclusion in their subjects' social economy.
Legal and statistical recognition of enterprises and social economy
organizations is an important prerequisite for clear and fair interaction between the
state and the social economy. In particular, statistics on these activities will support
the state for accurate orientation and development not only of policies for the social
economy, but also the general policies of social protection.
National concept of social economy reflects the views of interested parties to
maintain reasonable proportions in rights, duties, control and monitoring of the social
economy and involvement of stakeholders in order to avoid stagnant state regulation.
Economic and humanitarian activities with the characteristics of the social economy
should be freely chosen by the artists themselves, including by using examples from
the established European practices. The state will avoid over-regulation and control
of enterprises and social economy organizations to keep their autonomy and
administrative and financial distance in terms of public administration and public
sector in the economy. At the same time the state will require social enterprises and
organizations, which have been assigned the brand „Product of the social enterprise”
to provide institutional and financial public transparency.
In Bulgarian, as in most other European legal doctrines, there are two
understandings on what the work should be placed focus on defining the criteria to be
met by social enterprise - that the legal form of unification, giving explicit legal form
and regulation or the behavior of the entity itself. In the Bulgarian framework (yet
strategic) favors not the form in which will be organized social enterprise as a subject
of law and of the goals we set and what effect pursuing. It is important that the
activities of the social enterprises to be directed to the provision of goods or services
to disadvantaged people, the involvement of these persons in the production and
provision of goods or services so as to achieve a positive social impact on society
[81].
In accordance with timetables definition Bulgarian legislator has chosen not to
regulate explicitly social enterprise as a separate legal form, outlining the capabilities
of origination, management and termination and is left to the will of individuals to
decide for themselves how to organize their activities in line with existing legal
forms. The result is that in practice in Bulgaria social enterprises can exist as
companies, cooperatives, non-profit profit /NGO/ as long as they meet the other
criteria - have important social outcomes for vulnerable groups.
The practice
The most frequently chosen form that unites people to achieve certain goals in
the social sphere is a legal non-profit entity. Its status is regulated in the Law for nonprofit organizations. What distinguishes non-profit goal of these alliances and
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possible even at the level of conceptual design, and then in the very spirit of the law
is the placement of these goals. At the inception of the NGO founders combine their
efforts for the realization of put their ideas and strategies to alter certain social
relations in specific environments. Since the adoption of the Law for non-profit
organizations and the changes to the Social Assistance Act /SAA/ the majority of
NGOs perceive their mission implementation of policies in the social sector, covering
the scars of social enterprise, according to the understanding of the European
Commission.
In view of such underlying conditions as social can identify different in its
legal status companies if 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:
Performed by the enterprise business have pronounced and lasting social
impact i.e. activities carried out in social enterprise to pursue fundamentally and
permanently in time certain social goals. It should be noted that a single provision of
financial or non-financial assistance / support person from socially vulnerable group
or the provision of a single service cannot be considered a work of social enterprise.
Performed by social enterprise business have a specific purpose or goal - to
improve the standard of living of persons deemed by society to be vulnerable; to
provide employment and create conditions for their economic independence; to
provide services or other support with a view to their effective social inclusion.
Regulated financial and non-financial incentives should comply with state aid
rules.
The lack of explicit legal regulation now allows social enterprise to be created
under different legal forms, as long as its activities aim to achieve positive,
measurable social impact rather than profit maximization. Generated profits should
be reinvested primarily to achieve social objectives. If exceptionally a company
distributes profits between shareholders and owners, it must be established rules and
procedures so that distribution of profits does not negatively affect the primary social
objective of the enterprise. Practice shows that the main forms of differentiation of
social enterprises in Bulgaria are as follows:
•
Legal non-profit organizations (NGOs) that can perform direct business.
It is this business have identified NGOs as a social enterprise, provided it is directed
towards a particular social purpose. The Law on NGOs [37] makes special demands
on the business activity of NGOs - to be more, to be connected to the main subject of
activity is regulated in the office, not to distribute profits, and if such is generated, it
can be used to achieve non-profit purposes.
•
Cooperatives of people with disabilities and other types of cooperatives
that provide social services or goods to vulnerable, marginalized, disadvantaged or
isolated; or using the method of production of goods or services, which is enshrined
their social purpose.
State support to "operators" who pursue social goals and achieve socially
significant results, is expressed by specific forms of financial support. Depending on
incentives may have different dimensions - to express themselves in lower tax
liabilities in subsidizing certain activities or easier access to credit.
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Funding of social enterprises and tax regime for them
Taxes that are relevant to the activities of social enterprises are:
•
Corporate tax: due to the profit realized in doing business, as well as
rental of own movable and / or immovable property, whether business was conducted
in Bulgaria or abroad. The tax rate is 10% on the profit for the fiscal year. The
regulation contained in the Corporate Income Tax Act.
•
Tax expenses: There are two types - a tax on social spending (e.g. social
costs incurred by the social enterprise as an employer in respect of their employees)
and tax on entertainment expenses. Social enterprises, whether NGOs or companies /
cooperatives, subject to common grounds to excise those two types of taxes. The tax
on expenses is regulated by Part 4 of the act. The tax rate in both cases was 10% on
the social, entertainment expenses, respectively.
•
Withholding tax: this is a final tax, which applies to income realized
from the implementation of the so. Called. Indirect business, i.e. when the social
enterprise is separated into a separate company and NGOs receive dividends or
liquidation shares for participation in him. The regulation contained in the act. The
tax rate is 5% on the amount of dividends received, respectively liquidation share.
•
Value Added Tax: obligation accrues refers to persons performing an
independent economic activity in accordance with the Law on Value Added Tax
(VAT). Such under the law is any activity that occurs regularly or professionally by
one person against remuneration. For such activity would therefore be considered
activities of social enterprises, regardless of what legal form they exist. For the
purposes of taxation provides registration before the NRA.
•
Tax incentives for corporate donors include legal opportunity under the
act to reduce by 10 percent its positive accounting financial result (profit), where the
donations were made in favor of:
•
healthcare institutions, including for therapeutic communities for drug
addicts and drug addicts for their care;
•
specialized enterprises or cooperatives of people with disabilities,
registered under IPDA in favor of the Agency for people with disabilities, people
with disabilities, as well as technical aids for them;
•
NGOs registered in the Central Register of non-profit community service
with the exception of organizations supporting culture within the meaning of the Law
on Patronage.
•
Other listed in the act.
Tax relief for donors - individuals who have made donations to the social
enterprises are possible under the Law on Income Tax of Individuals. According to
this law, individuals may deduct to 5% of its taxable income for donations made in
favor of:
•
healthcare facilities;
•
medical institutions;
•
specialized enterprises or cooperatives of people with disabilities
registered under the Integration of Persons with Disabilities and to the Agency for
Persons with Disabilities;
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•
NGOs registered in the Central Register of Legal Entities non-profit
public benefit, with the exception of organizations supporting culture within the
meaning of the Law on Patronage;
•
therapeutic communities for drug addicts;
•
Other listed in the act.
•
Exemption from payment of local tax donation received by NGOs social enterprise, donations or grants provided by him to others. This relief is
provided in the Act on Local Taxes and Fees (Fees Act) and may be used only if
NGOs - social enterprise is registered in the public interest in the Central Register at
the Ministry of Justice.
Another type of tax incentives exist only for more specialized enterprises for
people with disabilities. The corporate tax is remitted entirely legal persons specialized enterprises or cooperatives within the meaning of the Integration of
Persons with Disabilities on 31 December of the year are members of the nationally
representative organizations of and for people with disabilities and in which at least:
•
20% of the total number of staff are blind and partially sighted people, or
•
30% of the total number of staff are hearing impaired or
•
50% of the total number of staff are people with other disabilities.
There are also tax breaks for businesses that commit to hiring long-term
unemployed. According to the tax act taxpayer is entitled to reduce their accounting
financial result in the determination of the tax financial result when hired person
employment for not less than 12 consecutive months at the time of his hiring it:
•
registered as unemployed for more than one year, or
•
registered unemployed person aged 50 years or
•
unemployed person with reduced capacity.
The Economic and Social Council (ESC) [81] believes that currently provided
tax incentives are insufficient to stimulate real development of social
entrepreneurship in Bulgaria. Incentives exist primarily to corporate donors and to a
lesser extent to donors - individuals. Such a measure encourages more corporate
social responsibility. There are no significant tax incentives for the activity carried
out by social enterprises, such as financial incentives policy focuses largely only to
entrepreneurship as one of the vulnerable groups related to people with disabilities.
The Council needs a legal framework that ensures an encouraging environment for
the development of social enterprises, clearly regulate specific tax relief to all who
meet the definition and the result of social enterprise, and with a view to its own
activities.
„Positive” discrimination
One of the most common measures used worldwide to stimulate the social
economy are measures relating to so. Pomegranate. Positive discrimination (also
called „feedback”). Positive discrimination is explicitly favoring a particular group /
groups of people who have been subjected to historical or persistent discrimination;
the result sought is compensation for hidden discrimination and ensuring a more
balanced social performance. The goal of affirmative action is to „correct” a previous
injustice. In Bulgarian legislation there are various examples of positive
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discrimination, but connected with the activity of social enterprises as entities
involved in economic turnover are provided hypotheses in some of the recent
amendments to the law on public procurement. The Contracting Authority shall retain
the right to participate in procedures for the procurement of specialized enterprises or
cooperatives of people with disabilities when:
1. The subject of the contract is included in the list approved by the Council of
Ministers, or 2. The contract runs programs to protect the employment of persons
with disabilities. The contracting authority must indicate this condition in the notice
of initiation of the contract.
Specialized enterprises or cooperatives of people with disabilities participate,
provided they can meet at least 80 percent of the subject of the contract with its own
production and resources or subcontractors who also have specialized enterprises or
cooperatives of people with disabilities. Nationally representative organizations of
and for people with disabilities each year to 30 September of the current year
published on the Public Procurement Portal information about the capacities of their
members.
Also contracting authority found the following calendar year tender in order of
when it can be performed by specialized enterprises or cooperatives of people with
disabilities.
When after the said procedure was not selected contractor, the contracting
authority may open a new procedure, without the right of participation of specialized
enterprises or cooperatives of people with disabilities. Entity shall specify in the
decision to initiate the reasons for the termination of the previous procedure.
Proposals to change the legislation formulated by BCAF and BCNL
In order to provide a better framework for the development of social
enterprises in Bulgaria Foundation "Charities Aid Bulgaria" foundation „Bulgarian
Center for Non-profit Law” make proposals [64] to the Interagency Working Group
on Social Economy, stressing that it is important to be on the discuss these important
issues before proceeding to the painting of concrete legislative texts aimed at
regulating social entrepreneurship:
•
Regulating the level of law key elements that define a business as a
"social enterprise" which regulate in turn should have a single purpose - conducting a
clear policy of the state, promoting growth and prosperity of social enterprises, and
from there and their users. The introduction of a legal framework for social
enterprises should include concrete measures to promote their development at
national and local level to justify the introduction of regulations. This direction of
reforms is advocated by the European Commission, clearly stated that the first need is
financial support, followed by clear and simple rules, including the reduction of
administrative and regulatory burden as a whole.
•
Taking into account the above-mentioned notes, and practice that has
developed in Bulgaria during the last 10 years in terms of the profile of social
enterprises, we support the idea of regulating the level of law the main characteristics
to determine a business as a social enterprise with the above objectives - provide
support by holding a consistent policy to promote their business. Next, this provision
should be provided in parallel with the following measures:
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•
proclaims schemes for financial assistance to start-up social enterprises
and those that are in the early stages of its development, regardless of the legal form
in which they exist;
•
reducing administrative regulatory burdens on organizations wishing to
develop social entrepreneurship;
•
Ensuring equal opportunities for all private providers of public services;
•
universalization of tax incentives and exemptions for employers of
people from vulnerable groups to social enterprises, regardless of their legal form.
•
It is the formation of a separate legal form of social enterprise since
currently Bulgarian legislation through the Commerce Act, the Cooperatives Act and
the legal non-profit provides ample opportunities for association of persons and
achieve societal goals. More important here is to create conditions for development of
their activities to achieve added value towards social inclusion of various vulnerable
groups.
•
The future legal regulation should include specific criteria that reflect the
following principles:
1.
Independence and autonomy of the establishment (creation and
management is the result of an independent decision of the founders, is not due to the
implementation of the decision of the supreme national or local level);
2.
Presence of socially useful purposes (the primary purpose of which is
created now is not to make profits but to meet the demands and needs of people from
vulnerable groups, environmental or other socially significant goals - social inclusion,
solidarity, antidiscrimination, etc., i. e. its main purpose is to solve a problem that is
important for the whole society);
3.
The enterprise is expressed in 1) manufacturing and / or supplying goods
and services in favor of and focused on meeting the needs of people from vulnerable
groups (e.g. social services, educational services and the like) and / or 2) aimed at
solving social issues (such as environmental protection, preservation of cultural
heritage, etc.) and / or 3) now permanently (and not sporadically) engages in
economic activity on a market basis, through which and within which provides
permanent employment for people from vulnerable groups;
4.
Revenue and profits of the parent company (after settlement of losses)
are advantageously used to achieve the main profit and socially useful social purpose,
which is guaranteed by the inner organizational rules of the legal entity or guaranteed
by law;
5.
The distribution of profits is prohibited or restricted by law.
•
Simultaneous with this regulation should be introduced following a
specific stimulus package:
•
To regulate various tax breaks when operating as a social enterprise or
implementation of the services / goods produced within this activity;
•
To create easier access and procedures for the participation of social
enterprises as contractors of public works - widening the circle of persons under the
current Public Procurement Act /PPA/;
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•
Develop awareness simplified procedures for employers' social
enterprises - what documents should prepare by hiring disadvantaged people (people
with disabilities, long-term unemployed, people at high risk of unemployment, etc.)
in order to avoid the administrative burden of employers and subsequent sanctions by
the Executive Agency „General Labour Inspectorate”.
•
To develop more measures aimed at promoting and supporting the
activities of social enterprises in order to build capacity and competitiveness and
development of innovations. Funding for these measures may be part of the
operational programs, but also to ensure sustainability - should universalize national
mechanisms to support small and medium enterprises and open and social enterprises
(regardless of their legal form);
•
Reduce the time and deadlines for all registration and licensing regimes;
•
To establish a mechanism and methods in which to collect statistical
information about the social enterprises, the process of their development, and for
assessing the impact of their activities.
•
Operational programs and creating new horizons of European investment
- European Social Fund announced that in the new programming period, social
enterprises and social entrepreneurship will be a priority. To actually be supported
should be prepared adequate and real incentives for the development of social
entrepreneurship, which include:
1.
Limit the application of state aid rules, reflected in Regulation 651/2014;
2.
Reduce the administrative burden for managing and reporting on projects
(e.g. by introducing an electronic system similar to PADOR when applying for
funding under the different mechanisms and incentives);
3.
Development of independent measures for operations under the OP
Human Resources Development since 2015. Which are aimed at social enterprises
and social entrepreneurship (in the indicative program for 2015 does not include such
measures);
4.
Innovation and Competitiveness OP also be measures that are aimed at
social enterprises in their various legal forms, given their role in the discovery and
application of innovation in certain economic sectors.
•
To facilitate access to finance for social enterprises at the start of their
activities, their development and expansion through investments in social investment
funds that provide equity instruments and debt financing.
According importing the proposal provides only a certain legal framework
(definition of social enterprise) without appropriate measures that make it a policy to
support and develop, not only fail to achieve the objectives of the National concept of
social economy, but in practice will become a mechanism for regulations that will
prove unnecessary, and possibly be a „super regulator”, and hence limiting.
In the National concept of social economy following recommendations are
made in connection with the development of regulations [45]:
•
Need for ongoing improvement of legislation as a precondition essential
for activity, stabilization and development of enterprises and social economy
organizations.
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•
Conduct ongoing due diligence in aspects of the social economy in order
to develop relevant legislative changes, as well as individual acts aimed at
harmonizing and developing the existing legal framework.
Strategic documents
Social economy and social entrepreneurship are subject to special attention
from the European Commission (EC), particularly 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 occupational integration, provision of social services and
improving the quality of life, including the fight against poverty and social exclusion
[81].
Social enterprises and social entrepreneurship are central to the agenda of the
European Commission, in particular in its strategy „Europe 2020” strategy for „smart,
sustainable and inclusive growth”. They are a key element of the European social
model and contribute to the implementation of socially significant goals of the
strategy. Their growing importance - especially in the context of the economic and
financial crisis is primarily the result of the need for Europeans from ethical and
social dimension of their work, consumption, savings and investment. In recent years,
the European Commission began setting a policy framework for the social economy
and social entrepreneurship, which found expression in a number of policy
documents outlining the limits and opportunities for their development [4, 10, 11, 18,
63, 75, 80].
Among the specific objectives set by the Europe 2020 2010-2020 are providing
75% employment for groups of 20-60 years, reducing school drop-out by 10% and
providing at least 20 mil. less people who get in a situation of risk of poverty or
social exclusion. Social entrepreneurship is recognized as a measure to achieve those
objectives as „a tool to achieve sustainable development” [42]. The analysis of
social policies shows that reducing direct support decreased and effectiveness, and
sustainability of the „successful” models remains reciprocal of inputs. This trend can
be stopped only by promoting innovative social models that overcome
unemployment, poverty and social exclusion permanently. Social benefits and
services, promoting education, training and skills in various fields, improving access
to public services such as measures of influence should be complemented by targeted
efforts and resources to maintain the forms of socially vulnerable groups would serve
as a bridge to primary labor market. It successfully solution to achieve effective longterm results has recognized the role of social entrepreneurship.
Support and promotion of social enterprises can make the most of their growth
potential and capacity to create social value added expressed through job creation,
creative approaches to small business, new opportunities for social inclusion, and
revenue for development activities of civic organizations [60]. The social economy
plays no important role in the European Union, its contribution can be illustrated as
follows:
•
Over 2 million operating social enterprises in member states of the
European Union;
•
Employer na11 million people, or nearly 6% of all employees;
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•
Accelerated growth creating new social enterprises - 1 in 4 new
companies are social enterprises).
Тhe following formulation is stressed:
Social enterprises covering a wide range of businesses with different legal
forms, that provide social services or goods to vulnerable or marginalized persons.
These services include access to housing, healthcare, assistance for elderly or
disabled persons, child care, access to employment and training as well as
dependency management. Social undertakings also include undertakings that employ
a method of production of goods or services with a social objective, but whose
activities may be outside the sphere of provision of social goods or services. Those
activities include social and professional integration by means of access to
employment for people disadvantaged in particular by insufficient qualifications or
social or professional problems leading to exclusion and marginalization.
European Employment Strategy
In line with the strategy „Europe 2020” European Employment Strategy aims
to create more and better jobs throughout the European Union (EU). In this respect
the strategy by promoting measures to achieve three major objectives by 2020:
•
75% employment rate among people aged between 20 and 64 years;
•
The share of early school leavers below 10% and completion of higher
education by at least 40% of people aged between 30 and 34 years;
•
at least 20 million fewer poor or at risk of poverty and social exclusion
of people.
The actions referred to in the flagship initiative „Agenda for new skills and
jobs” are essential to achieving these goals. Each year, national governments (through
the Employment Committee) and the European institutions prepare 'package of
measures in the field of employment".
The strategic objectives in support of the Commission's reply of unemployment
and low levels of participation in the labor market in the EU with advanced and
innovative policy ideas are:
•
giving "new impetus to the combination of flexibility and security",
involving all stakeholders in strengthening the elements of this combination and
reinforce controls on national agreements combination of flexibility and security;
•
self-employment.
Despite the rapid development of the social economy sector in the European
Union and the growing role of social enterprises to combat poverty and social
exclusion, social entrepreneurship is almost imperceptible in Bulgaria. Although still
modest in scale social enterprises in Bulgaria wear charge of changing attitudes
towards so-called "welfare state" and allow for the mobilization of additional
resources in the social sector through development of entrepreneurial potential and
innovation [60].
In implementation of Europe 2020, each member state adopted its own reform
strategy that identifies key national objectives and actions to achieve them within the
common European ones. According to the National Reform Programme Bulgaria
2020, part of the main areas of structural reforms concerning the modernization of
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services for access to the labor market, to social support, health care and education. It
is envisaged that the implementation of active employment measures, including
members of vulnerable groups through mechanisms to ensure sustainable
employment, incentives for employers to find new jobs, programs for training,
retraining and acquiring key skills, and so etc.
Indicated four priority areas:
•
better infrastructure;
•
Competitive Youth (reducing the share of early school leavers,
increasing the number of young graduates, encouraging young scientists realization
of young people in Bulgaria);
•
better business environment (higher employment, more investment, incl.
R&D innovation);
•
greater confidence in state institutions (protection of interests of citizens
and businesses, social justice and security).
The program will try to achieve a higher standard of living for citizens in
Bulgaria to 60% of the EU average by 2020.
The measures that need to be implemented in the short term and which are
related to the social economy are:
•
Development of a new Law on Child;
•
Merging rules in the field of social economy in a statutory instrument;
•
Development of a National concept of active aging;
•
Develop and implement a mechanism for determining the minimum
wage, taking into account economic and social functions;
•
Support for the provision of modern social housing for vulnerable,
minority and socially disadvantaged groups and other disadvantaged groups.
In the medium term, the following measures:
• Assess the impact of policies and legislation related to material support to
vulnerable groups;
•
Investments in integrated services for early childhood development (for
children from 0 to 7);
•
De-institutionalization of child care (a network of social services in the
community programmes leaving specialized institutions, foster care, etc.);
•
Support to families with children;
•
Providing material support, appropriate forms of employment, training
and retraining and accessible environment for people with disabilities;
•
Development of social economy - creating new and support existing
enterprises in the social economy;
•
Increasing the adequacy of pensions;
•
Creating a network of services for long-term care;
•
Construction of social housing, including the most vulnerable members
of the Roma community;
•
Creating integrated social, health and educational services for homeless
people;
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•
A study on homelessness, creating a statistical database on homelessness
and its dimensions and develop a comprehensive strategy to combat homelessness.
It follows that the objectives of the National Programme are directly related to
the social economy and improving the status of vulnerable groups in society.
Measures for development of social economy and the creation of new and support
existing enterprises in the social economy on the development of social
entrepreneurship in Bulgaria.
In 2011, the Bulgarian government adopted a policy document – „National
concept of social economy”, which represent the vision and priorities for the
promotion and development of the social economy in the country. This concept
reflects the social commitment of the State to establish and strengthen an enabling
environment for the implementation and development of models and practices in the
field of social economy in Bulgaria. The social economy is perceived simultaneously
as part of the real economy and civil society, in which individuals and/ or legal
persons, associations of volunteers or other organized entities doing business in the
public interest and reinvest profits to achieve social goals.
National concept of social economy [45] is an expression of social
commitment of the State to establish and strengthen an enabling environment for the
implementation and development of models and practices in the field of social
economy in Bulgaria. It is an expression of intention and determination to promote
awareness, culture and values related companies and organizations in the social
economy. National Concept is a document by which presents vision and priorities to
promote development of social economy in the country. Thus represents the active
position of the state formed as a result of the joint efforts of a wide range of
stakeholders. As a result of activity on the formation of a national position on the
social economy through the National concept is expected to be developed and
policies that lead to improved quality of life and well-being of vulnerable groups in
society. It expected to be formed resistant sector to help overcome social exclusion of
groups of people with disabilities. Expectations are for changes to the inclusion of a
wide range of people in society who are in difficulty in access to jobs, services and
resources.
National concept relies on understanding the social economy, reflected in the
documents of the European Union and other international documents. It is in line
with national strategic documents which are directly or indirectly related to the tasks
arising from defined concept purposes.
This document is a contribution to the objectives of Europe 2020 - strategy for
smart, sustainable and inclusive growth that offers a vision of the social market
economy of Europe for the 21st century. In light of the strategy that economic
realities evolve faster than the political concept specifies ripe processes of the real
economy, which should delineate the private sector development to become visible as
a government policy context for raising living level people and the general public,
which is committed to the social situation of marginalized groups in the labor market.
National concept provides proactive vision for future changes in legislation and
practice of state authorities and vision for the integration of sectoral policies. It is a
document for the development of which is attached approach based on the best
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national and international practices in this area, classified and analyzed under an
interagency working group of experts with broad participation of representatives of
state and international institutions, social partner organizations, NGOs.
Vision, objectives and principles of the National Concept
State seeks to create a harmonious society by promoting the development of
social economy in the country to achieve stability, economic growth and quality of
life of people, especially of disadvantaged groups. Establishment of a favorable
environment for the social economy sector is achieved through adequate policies and
partnerships at international, national, regional and local level. All interested parties
are actively involved in this process.
Vision
Validated developed social economy sector, through which extend the
conditions for active inclusion of vulnerable groups of society is achieved flexibility
and security in employment and developing territorial cohesion.
In the process of strengthening the model of social economy, the state plays an
active role in promoting, encouraging and supporting the introduction of successful
practices of social enterprises, including on the basis of voluntary activities
developed within civil society. For the realization of these commitments his country
creates an enabling legal and institutional environment and coordinated sectoral
policies for accelerated introduction into practice of successful models of social
enterprises. In so doing, the government will implement measures to increase
productivity and competitiveness of these enterprises and will monitor the correct
acquisition and adherence to brand „Product of the social enterprise”.
Objectives
A prerequisite in developing the concept is to reach a common agreement
within the wide range of stakeholders on key issues related to the nature, scope, limits
and potential of the social economy in the country to achieve better chances for social
inclusion of disadvantaged groups; pooling resources to increase employment of
social groups with limited access to services and resources or outside the labor
market; Development of local and territorial cohesion.
The concept has the following specific objectives:
1.
To serve as a reference for setting criteria for identification of enterprises
and organizations of the social economy;
2.
To serve as a current 'standard' in helping to support the development of
social economy and stimulate artists and supporters to apply and disseminate the
spirit of social solidarity;
3.
To serve as a basis for creation of a favorable administrative and legal
environment for the development of social economy enterprises (access to finance,
social clauses in public contracts, tax breaks, etc.).
Principles
The development and promotion of sustainable social economy sector in the
country will be achieved by implementing the guiding principles of good governance
and the specific principles relating to the implementation of best practices and models
of social enterprises.
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Specific principles on which the build best practices and models of social
economy enterprises are related to ensuring unity between economic efficiency and
the specific social objectives, developing activities in terms of public transparency
and implement solidarity principles of internal management and decision-making.
State introduces the brand „A product of a social enterprise” in a logo and
procedure for awarding entities, the results of which corresponds to the indicators set
out in this Concept. The brand enjoys awarded enterprise to designate goods from its
product specification, manufacturing and commercial space objects, documents,
advertisements, clothing production and others.
The purpose of the appropriation of the brand and its application is to attract
public attention to the cause for which such businesses operate in order to attract the
involvement of the mass consumer of consumer goods and services in the form of
preferred purchases of preferred retail outlets.
Social economy enterprises with the assigned brand are considered users of
public resource and should provide statistical information upon request.
Implementation Plans
The implementation of the concept of social economy will be implemented
through a package of measures included in the annual implementation plans. The
activities envisaged in the implementation of the measures are in line with the
concept and are coordinated joint actions of stakeholders. Some of them are executed
independently by public institutions and others - together with stakeholders from
NGOs, social partners, employers' associations and others. The plan identifies the
leading state institutions, defined in terms of their competence. Indicate deadlines for
implementation of the activities and sources of funding. Plans are approved by the
National Council for Tripartite Cooperation, then adopted by the Council of
Ministers.
The aim of the Action Plan on Social Economy for 2016-2017 was the
development and promotion of the social economy and entrepreneurship [40].
The plan set out a number of awareness campaigns and forums to raise the
visibility of social enterprises in Bulgaria and presentation of best practices in this
field.
The strategic document foresees the development of a methodology for
assessing the social impact of social enterprises to raise living standards. Will
introduce instruments for surveillance and monitoring of the contribution of social
enterprises to improve the quality of life.
It is planned to conduct annual European Forum on social enterprises. MLSP
will continue to organize the annual national awards for social innovation.
To create institutional support provided for conducting the Academy for social
entrepreneurs. Will develop and curricula in social economy for training firms.
In the Operational Programme „Human Resources Development” (2014-2020)
the social economy and social entrepreneurship are displayed as a separate
investment priority, thus further emphasizing the contribution of initiatives and
measures that will increase opportunities for consolidating social sector economy.
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Responsible institutions for the implementation of the concept
Policy development and formation of supportive environment is directly
dependent on the coordination of the implementation process of the Concept.
Organization, coordination and control over the development and
implementation of policies and measures in the field of social economy assigned to
the Minister of Labour and Social Policy, as the initiator of the development of the
National Concept and therefore commitment to application of the concept. The
current coordination is assigned to the Directorate 'living standards, demographic
trends, policies and strategies, "the MLSP. The format for the implementation of
these activities is permanent interagency working group at the Ministry of Labour
and Social Policy Advisory Board or the Minister of Labour and Social Policy.
Minister of Labour and Social Policy shall determine by order of their composition
and functions.
Funding for implementation of the Concept
The achievement of the concept of social economy require the financial
support of the measures included in the plans for its implementation. Finance part of
the planned measures will take place within the program budgeting (state budget - in
t. H. Budget of MLSP and municipal budgets), depending on the planned activities
are expected to attract funding from other sources (operational programs of the
European Union, donor programs, etc.), and active participation of all stakeholders.
Monitoring and evaluation of results
The application of the concept is carried out yearly reporting cycle. Prepare
reports on the implementation of measures to be submitted by 31 March of the year
following implementation. The reports include information about the activities
carried out by all stakeholders responsible for implementation. The results of the
measures included in the plans are summarized by a coordinating unit in the reports
to be submitted to the Minister of Labour and Social Policy.
Information exchange on local, national and European level, publicity and
transparency
Information exchange between the various levels is needed and should be
implemented within the standard procedural requirements. In order to provide more
visibility and awareness needs to be held information days and campaigns, and
training to promote the ideas of social economy.
To ensure transparency in the application of the concept of monitoring results
will be distributed and possibility of feedback. This exchange of views is shaped by
the Internet site and inclusion in social networks. It is important to be used and other
media as far as the core of this concept is the expression and distribution of natural
sense of people on social solidarity.
Maintaining a forum to the site of concept can provide additional results in the
distribution and adoption of the concept.
Development and improvement of concept
In connection with the development and improvement of the concept of the
immediate tasks facing the government are:
•
To execute the concept as institutionalize its implementation;
72

•
To establish criteria for access to participation in the government's
measures of enterprises and social economy organizations;
•
propose legislative changes aimed at improving the favorable legal and
administrative environment for social economy enterprises, taking into account the
views of all stakeholders;
•
to promote measures to enable statistical reporting of social economy.
•
The findings and conclusions of the statistical coverage of participation
will provide the basis for ongoing corrections and additions to both the concept and
to the relevant legislation.
Within the National Concept the social enterprise is defined as basic economic
unit of the social economy, which stands between the private and public sectors.
Activities carried out by social enterprises include:
•
Promote employment opportunities and career development of people
without jobs, people with disabilities and other vulnerable persons, as well as
assistance in finding or returning to work;
•
Promote opportunities for self-employment, entrepreneurship, start own
business.
Objectives of the concept is to introduce criteria for identification of
enterprises and organizations of the social economy and serve as a basis for creating a
favorable (administrative and legal) environment for the development of social
enterprises (access to financing social clauses in public contracts, tax breaks, etc.).
Although the Bulgarian legislation there is no definition of social enterprise,
and rules governing the status, form and operation of social enterprises in real life and
practice there are many examples of functional social enterprises, which, on the one
hand, pursue social objectives rather than other - apply economic mechanisms and
market principles in its operations. Dynamic processes of social and economic
development in recent years have clearly shown the following trends that reinforce
the role and importance of the social economy in Bulgaria [60]:
•
First inability of the state to deal with growing social needs of the
population and growing population in need of support;
•
debunked myth about the capabilities of the market economy to solve all
social problems through the application of market principles;
•
Strengthen the role of local communities and civil society organizations
in the process of development and provision of innovative social support services to
the most vulnerable part of the population.
Reforms are needed and implementing innovative measures aimed to develop
new approaches and models to tackle poverty and social exclusion. The social
economy and entrepreneurship is one of the key instruments through which to
complement ongoing government policy at the time of social support and smart and
sustainable growth.
Absence of a comprehensive and systematic policy to promote the social
economy, including the legal framework and financing, as well as specific sustainable
measures for launching and supporting social enterprises and creating an environment
conducive to the development of social economy.
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Tracking the available practice of recent years in Bulgaria, it gives grounds to
conclude that the entities operating in the social economy sector receive an incentive
for development when there are national targeted program for their assistance,
financing and development. Still lacks recognition of social enterprises as an
innovative model for employment of disadvantaged groups in the labor market, as
well as a new form for active social inclusion. It is important to define the areas and
policies where the possibilities of social enterprises are still highly undervalued and
unused:
•
Combating Poverty and Social Exclusion
According to the National Strategy for Combating Poverty and Social
Exclusion 2020 the lack of employment is one of the main causes of poverty and
social exclusion. Therefore priority is promoting active inclusion of those furthest
from the labor market - economically inactive young people, long-term unemployed,
people on social assistance, with primary or lower education and no professional
qualifications or lack of key competencies of people with permanent disabled people,
elderly workers and others. Through the development of viable social enterprises can
facilitate access to employment and to provide support for social inclusion of
vulnerable groups by creating appropriate conditions for their professional integration
in the social economy.
In addition, social enterprises can be a key tool for implementing the European
strategy for employment, as combine measures for enhancing access to the labor
market, supporting social services and the provision of adequate income and thus
contribute to prevention of transmission of poverty between generations. Although it
is important to provide services that help people to „enter” in the labor market is
equally important that people with complex needs to integrate into society, even if it
is difficult to provide them with employment opportunities. Despite the potential for
poverty reduction and inclusion in the labor market of long-term unemployed and
inactive persons, the social enterprises it is difficult to discern the level of policies
and programs and thus remain undervalued and underutilized. Huge deficit in this
area represents organizations that can provide integrated services necessary for social
inclusion of people furthest from the labor market groups with an emphasis on social
skills and improving individual social work with these individuals.
Employment Strategy of the Republic of Bulgaria 2012-2020 [85]
The strategy was developed in accordance with the National Reform
Programme 2020 Employment Strategy aims to increase employment, productivity
and social inclusion by improving the functioning of the labor market, increasing
investment in human resources, supporting sustainable macroeconomic development.
The strategy follows the priorities of the strategy „Europe 2020” strategy for smart,
sustainable and inclusive economic growth. Employment policy should be developed
and implemented with the help of organizations and institutions, it is necessary active
cooperation with civil society organizations and NGOs. The aim is during 2015-2020
on to improve investment in human capital, and to ensure higher employment and a
broad range of employable persons to be integrated in the market. It is important to
be provided quality and efficient social services, community-based and family or
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family-like environment that have the potential for employment. Expressly stated that
aims at development of social entrepreneurship and the creation of social enterprises enterprises that aim to provide beneficial social effect against members of vulnerable
groups to improve their living standards, employment, provision of services and / or
other forms direct support. Social enterprises provide social services for vulnerable
consumers, such as access to housing or care, assistance for elderly or disabled,
outreach to vulnerable groups, child care, access to employment, education, dealing
with addictions and others.
Long-term strategy for employment of people with disabilities 2011-2020 [19]
The strategy adopted by the Council of Ministers, aims to provide disabled
people of working age to effectively exercise their right to free choice of employment
realization and to improve their quality of life to free and full inclusion in society of
Bulgaria. They must create conditions for integration of disabled people into
economic and social life. This will be achieved by people with disabilities providing
them with the ability to access appropriate forms of vocational training and job
development. Although social entrepreneurship is not mentioned in the text of the
Strategy, it would be essential to achieving its objectives.
•
Youth employment
In the period 2014 - 2016 a major priority for the Commission is to combat
youth unemployment, each EU member state has taken concrete political
commitments implementing the European Youth Guarantee. The National Plan of
Bulgaria foresees the implementation of measures to support job creation for hiring
unemployed youths and subsidizing temporary employment for youth from regions
where unemployment is high, while economic (public and private) infrastructure is
poorly developed. Social enterprises can be supported by employers who hire young
people for temporary work in Public Works, thereby acting as a tool for sustainable
integration of young people into the labor market through a combination of
temporary employment by providing incentives and training opportunities.
National Strategy for the 2010-2020 youth
The strategy adopted by the Council of Ministers, aims to create a suitable and
favorable environment and conditions for school and university education as well as
realization and active participation of young people in social and economic life.
Strategic objective of improved economic activity and career development of young
people. Part of this goal is the promotion of social entrepreneurship among young
people. To achieve the objective need to promote and support public-private
partnerships and social entrepreneurship in providing services for the development of
young people.
Young people should not only be supported by social entrepreneurship, but
also to understand more about its effect and importance.
•
Equal access to participation in the economy of the population in
small towns / rural areas
Since over 70% of Bulgaria's territory falls in rural areas should be defined
opportunities for the development of social enterprises in small towns. Traditionally,
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these regions are characterized by low quality and limited availability of public
services, lack of social, educational and health services, as well as enhanced
processes of depopulation and lack of employment opportunities and income. With
these characteristics rural areas provide an excellent opportunity for social enterprises
to offer innovative methods to fill existing market niches, while providing access to
resources through local action groups and the implementation of the new instrument
of the EC for community-led local development. In partnership agreement of the
Republic of Bulgaria to the European Commission for the period 2014 - 2020, the
outlining aid from European structural and investment funds clearly define the role of
this development as a useful tool for the empowerment of local communities,
including disadvantaged groups, improve the institutional capacity of local
stakeholders and particularly NGOs and the creation of social innovation at the local
level. In this context this development will promote the development of social
economy and social enterprises in rural areas.
•
Social innovation
In connection with the social economy of particular interest are leading
initiatives related to innovation, particularly in terms of contribution to social
enterprises for social innovation; those related to the creation of new skills for new
jobs and the European platform against poverty. The creation in 2013 of the
European Union Programme for Employment and Social Innovation (EU Regulation
1296/2013 of the European Parliament) makes it possible to provide targeted funding
of social enterprises that have an enormous capacity for social innovation and
generate social capital. The program budget for the period 2914 - 2020 was 920 mln.
euro.
•
Integration of minorities
Social enterprises are a key model for the effective implementation of the
priority of creating employment for minorities, clearly outlined in the National
Strategy for Roma integration by 2020. underused is the role of social enterprises to
promote employment in green jobs by subsidizing jobs in environmental activities
and the creation of quality employment and environmental protection. Another major
opportunity to implement the model of social enterprises is to promote
entrepreneurship, starting and managing their own businesses by Roma taking full
advantage of the skills and traditions of the Roma in order to generate income.
Action Plan „Entrepreneurship 2020 – Bulgaria” was adopted by Protocol
№46 of November 11, 2015 the Council of Ministers with a concrete 31 measures in
accordance with the adopted by the Commission - Action Plan „Entrepreneurship
2020 - Revival of the entrepreneurial spirit in Europe” (COM / 2012/0795 final).
With the adoption of the Action Plan „Entrepreneurship 2020 Bulgaria” and proposed
measures to implement the recommendations of the Commission by 2020, the
country is committed in the long term conducted by the Ministry of Economy policy
to promote and create new businesses. The measures of the Action Plan for
Entrepreneurship 2020 - Bulgaria: [57]
Field of action №1 – „Education and training in entrepreneurship to support
growth and new business creation”. This includes 15 measures. They are related to
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the introduction of programs for the formation of entrepreneurial skills in schools,
updating entrepreneurship programs in vocational education, universities, secondary
schools, promote entrepreneurship among young people, training of entrepreneurs in
the field of agriculture and forestry etc.
Field of action №2 – „Better administrative and legislative environment for
entrepreneurs and support the crucial stage of the life cycle”. This includes 10
measures. They are connected with programs to fund start-up entrepreneurs - young
farmers in agriculture, support for pilot projects to develop new products through
clusters in agriculture, support for start-up entrepreneurs students, support the growth
of businesses by promoting the use of ICT and support through financial instruments.
In this column included a measure to reduce the time needed to get licenses and
permits.
Field of action №3 – „Strengthening the entrepreneurial culture in Europe for
the growth of a new generation of entrepreneurs”. This includes 6 measures. They are
related to encouraging and promoting entrepreneurship in Bulgaria, developing a
strategy to promote women's entrepreneurship, supporting a network of women
entrepreneurs, support for the employment of people who care for children and other
dependent family members, establishing a mechanism for exchange of experience
and skills of older entrepreneurs to new entrepreneurs and promote entrepreneurship
for unemployed young people under 29 years.
However, national policy for the development of social economy and social
enterprises stand aloof from the common efforts to achieve the objectives of the
National Strategy for reform. Although the National concept of social economy has
been prepared as a strategic document with „anticipatory vision for future changes in
legislation and practice of state authorities and vision for the integration of sectoral
policies” still relevant sectoral policies are not clearly and consistently bound by it.
This prevents creating a favorable legal and financial environment for the
development of social enterprises.
Funding, programs and measures
In 2013, the European Union regulates the creation of a European Social
Entrepreneurship Funds oriented to support social enterprises by improving their
access to finance. The European Commission initiated the Programme for
Employment and Social Innovation [5, 73], which has a resource of 90 mln. euro
for the creation of European financial instruments to support startup and development
of the social enterprises in all EU member states.
Seen from another perspective, social entrepreneurship in Bulgaria is supported
by Priority Axis 5 of the Operational Programme Human Resources Development.
For the 2007-2013 programming period provided nearly € 1214000, financed by the
ESF and the national budget. Much of the municipalities do not realize such projects
due to bureaucratic difficulties and concerns about the sustainability of the initiatives
taken. Leading experts say that emerging market, social enterprises are encountering
competition, while their social mission is not a reason for their tolerance, but rather
becomes a burden. The total of these initiatives is not only a social mission pursued,
but beneficiaries to which direct namely people with disabilities. The development of
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social entrepreneurship in Bulgaria is supported by the program Counterpart
International. Since 2002 revealed 26 social enterprises that direct their activities to:
production and trade; training and advisory services, social and health services, child
care services for children and others.
All of these examples allow us to summarize that in Bulgaria social
entrepreneurship evolving in recent years. As a practice, entrepreneurial initiatives
benefit from the experience of developed countries, but are refracted through the
prism of Bulgarian context. From a theoretical point of view, the problem of social
entrepreneurship is poorly studied, making it difficult to carve out certain trends or
forecasting future prospects. Organizational and legal forms of social enterprises are
very limited, which provoked their „invisibility”. A significant problem with
Bulgarian practice is also a shortage of highly qualified entrepreneurs who tend to
develop similar initiatives. Insufficient engagement of state and local authorities is
also a factor limiting the spread of entrepreneurial practices [78].
For the period 2014-2020 has been allocated under the two operational
programs [53-55], that will be used to promote „social entrepreneurship” but the
situation remains unclear how, in practice they will promote sustainable models and
initiatives without good regulatory conditions for development and without to clarify
what organizations actually will support.
Program for social entrepreneurship of Bulgarian Center for Non-profit
Law [42]
The program started four years ago and is implemented with the support of
private donors and corporate donors. This is the only program in Bulgaria, which is
intended exclusively for non-profit organizations who want to develop their business
idea to support the achievement of profit targets, including social ones. In the annual
editions of the program, an average of about 20 participants undergo training in the
field of legal requirements for doing business and business planning after they have
available expert assistance in developing a business plan. The included NGOs have
the opportunity to apply to prepared their business plan into an annual contest where
three of the best ideas receive awards. BCNL follows the development of winners in
the competition for the next two years as the team of the organization is available
with additional advice and support when needed. While funding is provided in the
form of prizes, most of the winners use it or start up support or to cover costs
associated with improving and upgrading the realization of the idea.
Rinker's Challenge program of Bulgarian Charity Aid Foundation
organizes annual competitions for entrepreneurs in 2014 supporting ideas in the
initial phase training program, two-stage funding and mentoring support to existing
or newly created teams. Teams can choose the legal form in which to pursue their
ideas. The first 4 teams awarded funding and start working on their projects by 2015.
Current initiatives to promote social entrepreneurship
In 2011 the European Commission launched a targeted policy for the
recognition of the role and support of the social economy titled „Social Business
Initiative” - creating a favorable climate for social enterprises, key stakeholders
in the social economy and innovation [82]. Commission puts social economy and
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social innovation [76] central to its agenda, both in terms of approximation of the
levels of territorial development and in the search for innovative solutions to the
problems facing society, especially in combating poverty and social exclusion. The
European Commission social enterprise is a participant in the social economy whose
main objective is rather the provision of beneficial social impact rather than generate
profit for owners or partners. It operates in the market by supplying goods and
services in an entrepreneurial and innovative way and uses a revised gain mainly for
social purposes.
Measures and programs to promote employment in social enterprises [56]
The policy on employment promotion is regulated by the Law on Employment
Promotion (LEP) and its implementing rules, which governs the different groups of
programs and incentives for employers to create jobs, stimulate entrepreneurship,
education and training for representatives of different target groups. The law does not
contain provisions which directly regulate the promotion of social entrepreneurship,
but in practice account target groups targeted by most of the measures, the latter are
applicable to social enterprises.
According to EPA, several institutions are set out in the legal framework for
conducting encouraging policy in the labor market.
Employment Agency is the executive body for the implementation of state
policy in the field of employment, protection of the labor market, vocational
information and counseling, training of unemployed and performing intermediary
services. The National Council for Promotion of Employment, which created the
Ministry of Labour and Social Policy, an advisory body in developing employment
policies. By decision of the Board of meetings than regular members (they are
defined by the Council of Ministers, representative organizations of employers and
workers) may be present and representatives of other non-profit organizations. The
district councils act Committees on Employment, which is created by the Regional
Development Council, Council of Ministers and body for regional development of
employment. In addition to these committees at regional level act Cooperation
Council, which created the relevant divisions of the Employment Agency - labor
offices and carry out direct supervision and control over the implementation of
employment policy.
Tools to promote employment are creating programs and measures are
developed and implemented in compliance with the requirements of the Law on
Employment Promotion and regulations for its implementation. The financing of
active policies to promote employment becomes annually by the State Budget Act.
Every year it prepares a National Action Plan for Employment, taken by the Cabinet
of the Minister of Labour and Social Policy. In the national plan shall specify the
programs that will be implemented during the year, the target groups that will be
targeted priority active employment policy during the planning year, and bet size of
financial subsidies that will benefit employers involved in measures and programs
employment promotion.
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Financial incentives to promote employment
As intended the funds to be provided for the implementation of programs and
measures for employment are shared among employers, unemployed and training
organizations. Incentives and preferences for employers in several directions in order
Task Force recruitment of young long-term unemployed, people with disabilities, war
invalids, single parents and other vulnerable groups, education and vocational
training for newly recruited people to develop entrepreneurship of unemployed
persons. To participate in the programs and soft employment promotion, social
enterprises must meet the following conditions:
1.
You need to employ persons targeted by the relevant divisions of the
Employment Agency, to qualify for inclusion in the promotion measure;
2.
Shall request of vacancies and a written request to direct unemployed;
3.
To have a contract with the employment office;
4.
Provide Document average number of employees for the last six months
in cases where it is required for use of preference;
5.
they should not have received state aid, regardless of the form and its
source;
6.
To submit a written declaration of lack of public obligations.
Each year National Action Plan for Employment determine the size of the
funds allocated for implementation of programs and measures to promote
employment. The modalities and criteria for the use of incentives to implement
incentives are determined by the implementing regulation of the law. The law and
regulations provide the general framework of the regime for the use of preferences. In
the individual programs may provide for additional conditions and requirements for
the candidates employers. The funds are provided based on the contract between the
territorial division of the Employment Agency and employers, the contract must
specify the type of program or measure to promote employment.
Provide funds for salaries and social security contributions or for contributions
(and means of training measures including any). If the employer fails to fulfill its
obligations and does not use the funds for their intended purpose, it due to their return
together with statutory interest. Grants may be awarded until exhausted, as enshrined
in the state budget for the calendar year.
Employers who terminate employment before the expiry of the promotion
measure and the additional period equal to the period of subsidization and this is not
related to failure to fulfill the work obligations and not spend the funds as intended,
should repay them with a legitimate interest. There are exceptions to this: when the
company closed in bankruptcy proceedings and others.
Programs to promote employment
According to the EPA Council of Ministers, Ministry of Labour and Social
Policy, Employment Agency and other institutions and social partners develop and
offer financing programs to increase employment, which are consistent with the
priorities adopted the National Action Plan for Employment, National economic plan
and the National plan for regional development.
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National programs responsible institutions in developing and implementing
their MLSP and Employment Agency. These programs are approved by the Minister
of Labour and Social Policy in consultation with the social partners and the National
Council for Promotion of Employment. The approved programs are offered for
financing and inclusion in the National Action Plan for Employment and the Action
Plan on Employment Agency. Branch programs comply with the relevant line
ministries together with industry trade organizations, chambers of commerce, MLSP
and Employment Agency.
For regional programs comply with the Employment Commissions with the
District Councils.
Can be developed and employment programs, literacy, vocational training for
disadvantaged groups, which under the Law on Employment Promotion are groups of
unemployed people with low competitiveness on the labor market, which include
unemployed youth ; unemployed youth with disabilities; unemployed youths from
social institutions graduates; long-term unemployed; unemployed persons with
disabilities; unemployed persons - single parents (adoptive parents) and / or mothers
(adopters) with children up to age 3; unemployed persons who have served a term of
imprisonment; unemployed women over the age of 50 and unemployed men over the
age of 55; other groups of unemployed people.
Terms and conditions for use of preferences in employment programs and
training are defined in the program and / or regulations and are approved by the
Minister of Labour and Social Policy. Employers - social enterprises if they meet the
criteria set out in the specific program can apply on it. Information on current
programs and intermediary services targeting of unemployed persons can be obtained
from territorial divisions of the Employment Agency nationwide.
Measures to promote employment
Measures to promote employment are enshrined in law and defined target
group - the addressee of the measure. There is no obstacle for social enterprise
employer to use preference simultaneously measure prescribed by law and
employment program as long as they perform their duties and to meet the conditions
and requirements of the program, respectively measure.
There are financial subsidies for social enterprises employers who create jobs
for:
•
unemployed people under 29 years of age;
•
war invalids;
•
youth (under 29) with disabilities and persons with disabilities;
•
youths from social institutions graduates;
•
long-term unemployed - continuous registration in the labor office more
than 12 months;
•
single parents or adoptive parents and / or mothers or adoptive mothers
with children up to age 3;
•
persons who have served a sentence of imprisonment;
•
unemployed, employed part-time;
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•
unemployed people with disabilities employed on a seasonal, temporary
or part-time work;
•
unemployed women over the age of 50 and men over the age of 55.
Employers - social enterprises may participate in measures relating to training and
further training of newly hired unemployed or already employed, as well as active
measures to protect and preserve the Employment Promotion Act.
An interesting hypothesis is the possibility of social enterprises employers the
status of micro-enterprises under the Law for SMEs to get financial aid for the first
five jobs created, which hired unemployed targeted by labor offices.
In a special section of the law provides for measures to stimulate
entrepreneurship. The law allows unemployed persons entitled to compensation
wishing to independently start a business, submit a business project that, if approved,
individuals are provided a lump sum at the expense of fund "Unemployment" (the
person must declare that It agrees to receive this lump sum instead of cash benefits or
unemployment benefits). If business project employs another unemployed family
member, and provide additional funds. Persons whose business projects were
approved, perform and record his business under current legislation.
Recent amendments to the EPA predicted that unemployed persons registered
under the Act for small and medium-sized enterprises [31] can use funds to start their
own business by approved by the territorial division of the Employment Agency
business project, if not already exercised its rights under law, i. e. have not received
funding approved another project or business plan for agricultural activity.
Besides the financing of business projects of individuals recover costs for
external consulting services and provide means for acquiring professional
qualification in the subject of business and / or management of the project approved.
Funding opportunities for European and other funds and programs [21]
In the current programming period 2014-2020 social entrepreneurship in
Bulgaria will be financed under the Operational Programme „Development of Human
Resources” priority 2 „Reducing poverty and promoting social inclusion”,
particularly in the procedure „Development of social entrepreneurship”. The aim of
the procedure is to facilitate access to employment and to provide support for social
inclusion of vulnerable groups by creating appropriate conditions for their
professional integration. The activities should be aimed at supporting the creation of
new business and expansion of existing social enterprises specialized enterprises and
cooperatives of people with disabilities in relation to employment. It is expected to be
opened this year and has a budget of 15 million. Lev
Territorial cooperation programs also offer many opportunities for financing
social entrepreneurship. In Greece-Bulgaria 2014 - 2020 one of the thematic
objectives and investment priorities is „Increasing the capacity of social enterprises in
the border region”. The activities for which beneficiaries can apply are:
•
Support the creation and operation of social enterprises that provide
innovative solutions and promote labor market and social services among the
population of the border region
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•
Supporting social „franchise”, including exchange of business models
between cross-border social enterprises
•
Support the development and implementation of methodologies for
monitoring and evaluation of social, economic and environmental impacts on the
development of the border region.
In Balkans-Mediterranean 2014 - 2020 will be assisted networking for
collaboration between social entrepreneurs from the region in order to promote this
economic sector and to create sustainable jobs in border regions [67].
In other regional programs, social entrepreneurship is not exported as a
separate priority, but at the expense of inclusion of different social target groups will
be prioritized in the evaluation of projects. Such is the case for example with crossborder program with Serbia, which will finance projects to support youth
entrepreneurship. The Strategy for the Danube Region in Bulgaria for the new
programming period one of the main priorities is the integration of disadvantaged
people. Social entrepreneurship is affected in EU framework programs - the program
for research and innovation „Horizon 2020” and the education program „Erasmus +”
where are prioritized two main aspects of social entrepreneurship - youth
employment and lifelong learning. Eligible activities are analysis and development of
strategies to deal with the social problem and improve the training of young people
and other age groups or those with disabilities.
Recommendations to improve the legal and institutional environment for the
development of social enterprises [39]
Social entrepreneurship is a well known concept in most European countries.
Social enterprises in these countries carry significant share of activities in the social
sphere, combining the generation of income from doing business and achieving
certain social effect. Social entrepreneurship is unique in that it allows the integration
of economic and social objectives into one, which allows for effective social policy
and provides efficient support to socially vulnerable groups of society in the broadest
sense.
The Bulgarian legislation lacks legal definition of social enterprise, and rules
governing the status and form of the activities of the social enterprise.
Despite the lack of legal framework, the practice in Bulgaria shows that there
are organizations that promote social entrepreneurship and identify themselves as
social enterprises. However, to make this a sustainable policy that has real results for
people is necessary not only piloting different models, but better institutionalize the
legal framework that will stabilize each intervention and will provide long term
investment. To this must be added the appropriate stimulating fiscal policy to ensure
through positive discrimination that "equal chance" with ordinary business will be
provided.
•
According to the current Bulgarian legislation there is no explicit legal
regulation of social enterprises, but that does not mean that such forms are not found
in practice.
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•
The existing social enterprises have different legal forms of legal entities
of current legislation (NGOs, trade associations, cooperatives), it is important to be
applied the criterion of real social impact.
•
In some cases, provided additional registrations, but this is according to
the sectoral focus of specific activities.
•
The fragmented legislation (according to sectors - social service
providers, specialized enterprises, etc.) Affects the development of a coherent
government policy to support the social economy and social enterprises, which
ultimately reflects on their sustainability and efficiency.
Suggestions
1.
To regulate the level of law the main characteristics to identify social
enterprises with a view to their more favorable tax treatment. It is not necessary the
formation of a separate legal form of social enterprise since currently Bulgarian
legislation through the Trade law and the legal non-profit provides ample
opportunities for association of persons and achieve set them socially significant
goals. More important here is to create conditions for development of their activities
to achieve added value towards social inclusion of various vulnerable groups.
2.
To regulate various tax breaks when operating as a social enterprise or
implementation of the services / goods produced within this activity.
3.
To create an active electronic register of social enterprises in the
Republic of Bulgaria. The register should integrate and current register of
commercial companies and cooperatives of people with disabilities, led by the
Agency for Persons with Disabilities. Its main objective should be to identify best
practices and replicable models, to develop together with the parties concerned full
map of social enterprises in Bulgaria by determining their characteristics, their
economic models, economic weight, their potential for cross-border growth content
and criteria of legal statutes and tax regimes, and existing mechanisms.
4.
To create easier access and procedures for the participation of social
enterprises as contractors of public works - widening the circle of persons acting art.
In 16 of the Public Procurement Act /PPA/, as well as mechanisms to ensure the
implementation of the regulations.
5.
To draw awareness simplified procedures for employers' social
enterprises - what documents should prepare by hiring disabled / disadvantaged
people / in order to avoid the administrative burden on employers, and subsequent
sanctions by EA "Labour Inspectorate".
6.
To develop more measures aimed at promoting and supporting the
activities of social enterprises in order to build capacity and competitiveness and
development of innovation; programs may be funded under operational programs.
7.
To facilitate access to finance for social enterprises at the start of their
activities, their development and expansion by investing in social investment funds
that provide equity instruments and debt financing.
8.
Search for opportunities to use the programming period 2014-2020 for
planning and funding for the implementation of national and local policies to promote
social entrepreneurship.
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Provided at the time tax concessions are insufficient to stimulate real
development of social entrepreneurship in Bulgaria - primarily exist incentives to
donors - corporate and to a lesser extent to donors – physical persons which measure
is more encouraging corporate social responsibility; There are no significant tax
incentives for operating as a social enterprise; What exists a policy of financial
incentives is largely directed only towards entrepreneurship as one of the vulnerable
groups - people with disabilities; Surely part of a good legal framework, securing a
supportive environment for the development of social enterprises is explicit
regulation of specific tax relief to all who meet the definition and the result of social
enterprise, and that in view of the work done.
5.
Studying social entrepreneurship in Bulgaria
A study of social entrepreneurship in Bulgaria [39] identified the main problem
areas and areas of study. The study includes a survey carried out between November
1, 2012 - December 31, 2012, involving 63 people, representatives of NGOs, local
authorities, small and medium enterprises, social services and large enterprises. The
survey was conducted within the six municipalities - Lovech, Troyan, Sevlievo,
Letnitsa, Dryanovo and Gabrovo. It consists of questions designed to extract
information regarding the interest and competence of stakeholders on the theme
„Social Entrepreneurship”, experience, attitudes and plans in this field.
Respondents are the following types of organizations: NGOs, local authorities,
small medium enterprises, organizations, social services providers and large
enterprises. Half of the surveyed NGOs are main activity „Provision of social
services”. The remaining respondents working in the following areas: social services
for children with disabilities, educational services, youth activities, business services,
protect the interests of business, health care, social policy, training. In terms of
funding profile of the organizations included in the study is the following: the state or
municipal budget - 59.95%; of European programs and projects - 9.21%; donations 2.63%; revenue of business - 25%; rental income - 1.32%; equity members - 1.32%;
membership fee - 3.95%; bank loan - 2.63%.
The majority have no experience working with social enterprises (77.97%)
6.78% replied that they have benefited from the services of such an undertaking, and
15.25% are or have been involved in such projects.
According to respondents the purpose of social enterprises are: to reduce costs
- 4.76%; to increase productivity - 6.80%; to change or expand products and services
- 13.61%; to improve the working conditions of staff - 15.65%; constantly adapt
services to customers - 20.41%; to enter new markets - 7.48%; enterprises to adapt to
competitive conditions - 10.20%; to improve safety - 4,08%; apply strategies for
social responsibility - 15.65%; another - To create conditions people from
marginalized groups to socialize and improve their material status - 1.36%;
Put a question „Which type of these social enterprises are interested in
interaction?” And respondents indicated: social enterprises as a provider of social and
health services - 39.73%; social enterprises as training organizations - 26.66%; social
enterprises as an employer of persons from marginalized groups - 19.18%; Social
enterprises dealing with production and trade - 16.44%.
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In answer to the question „Does your organization have plans to develop social
entrepreneurship?” Prevailing attitudes of interest but insufficient competence: yes,
we have similar plans - 9.84%; at the moment gather more knowledge on the topic
„Social Entrepreneurship” - 40.98%; now familiar with the matter - 32.79%; No, we
have no such intentions - 16.39%;
The willingness to work with specific target groups in social enterprise results
are: persons with physical disabilities - 29.29%; persons with mental disabilities 13.13%; ethnic minorities - 6.06%; children and families at risk - 11.11%; young
people who are not integrated into society - 13.13%; women victims of violence;
adults - 24.24%; persons with mental disabilities - 1.01%.
Among the activities of social enterprises answer received the most points is
the „social services” - 1/3 of respondents, followed by "education" and entertainment
services.
Answers to questions about the area in which the respondents wish to upgrade
their competence, indicate the following:
•
Legislation concerning social entrepreneurship - 24.78%;
•
generation and evaluation of ideas - 13.27%;
•
Organization and management of social enterprises - 36.28 percent;
•
Planning and financial sustainability - 14.16%;
•
Marketing - 4.42%;
•
Human Resource Management - 7.08%.
Expectations responsible for the development of social entrepreneurship
institutions are:
•
Identify problems in this area - 25.21%;
•
To resolve them - 17.65%;
•
To promote partnerships between different stakeholders - 32.77%;
•
To provide opportunities for training and education - 24.37%.
The study [39] highlights that in Bulgaria social entrepreneurship solve some
of the most urgent and serious social problems that society meeting. Using social
innovation expands the portfolio of potential solutions and allows the implementation
of innovative social transfer schemes from one geographic area to another. Although
still modest, entrepreneurial initiatives are more effective than traditional „welfare
state” because they are less bureaucratic, more flexible and able to form a more
affection. Social entrepreneurship develops new models of active social support and
involvement, in which users and customers are encouraged to assume greater
responsibility.
Despite the serious changes that are carried out in recent years - legislative and
administrative - can still talk about the lack of involvement of state and local
authorities to the activities of social enterprises. They are still perceived more as yet
another „new course” and not as a conscious factor in the development and support of
local communities. Still lacks a clear recognition in the society of social enterprises
as a specific type of enterprise and often coming out on the market, they are
encountering competition, while their social mission is not a reason for their
tolerance, but rather becomes a burden. Among the representatives of the municipal
administrations are still a fact inhibitions regarding private providers of social
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services. Local authorities still feel primarily responsible for organizing and financing
services, while continuing to adhere to the direct supply instead of delegating these
activities of NGOs and thus to release human resources and administrative capacity
for other types of services.
Social entrepreneurship in Bulgaria is supported by Priority Axis 5 of the
Operational Programme "Development of Human Resources". For the 2007-2013
programming period provided nearly € 1,214,000, financed by the ESF and the
national budget. However, many municipalities do not realize such projects due to
bureaucratic difficulties and concerns about the sustainability of the initiatives taken.
A significant problem in the Bulgarian practice of social entrepreneurship is a
shortage of highly qualified entrepreneurs who tend to develop similar initiatives.
The initial assessment of the sector and study of current practices show that
social enterprises need additional capacity, as well as in the development of projects
to bring additional funding and the development of organizational capacity and
strategic business planning. There is a need additional training in business planning,
accounting, financial management, marketing, building partnerships and coalitions,
fundraising, etc.
As a result of study [12] of foreign experience and opportunities for expansion
into Bulgaria provides information on how it could look like a structure for
cooperation and expert support analogous to the Agency for sustainability of social
enterprises in Italy, and principled positions on the objectives and activity status and
internal organization:
Purpose of the agency: the main goal of the agency could be to support the
development of social entrepreneurship in Bulgaria and promoting dialogue between
the non-profit sector, business and public sector in order to achieve socially important
social goals.
The Agency:
•
providing expert support and assistance to social enterprises and other
interested persons and organizations (e.g. business organizations, state and local
authorities and institutions, citizens who want to start a social enterprise), through
individual counseling, organizing information and training events;
•
perform expert analysis of the sector and making suggestions to improve
the environment for development social entrepreneurship; ensuring the exchange of
best practices.
•
Participation in the consultation process regarding policies and decisions
that concern and are associated with social entrepreneurship.
•
Making cooperation with business organizations and state institutions
Statute of the Agency
Agency as part of the public administration system
One possibility for the creation of the Agency as part of the state
administration at the time. For this to be made a thorough analysis of the functions of
administrations at different government bodies and resource capacity to identify
where in the hierarchy of the system and what form would be most appropriate to fit
the agency. The options are different: for example by Directorate at the Ministry; as
an interdepartmental committee that brings together the roles and positions of the two
87

ministries, the powers of which include different part of the issues concerning social
enterprises - Ministry of Labour and Social Policy and the Ministry of Economy and
Energy; as part of the powers and functions of various state prevailing at the time and
/ or executive agencies, inter-sectoral councils and similar formations;
Agency as part of the administration of municipalities
This method of formation of the agency will allow the support that the Agency
provides social enterprises to be better organized and planned, taking into account
their specific needs and local conditions in which they operate. On the other hand,
information and contacts that municipalities will create social enterprises in their
territories will help them in the planning and implementation of social policy at the
local level, as well as the initiation of adequate local programs and measures to
promote the development of social enterprises.
To become part of the agency's activities of the functions of municipal
administrations should be a detailed analysis of the legislation, including the acting
municipal acts in different municipalities to establish a specific mechanism by which
this might happen.
Agency as an association of public benefit generated under the NGOs law
Given that this guide aims to provide opportunities by which Bulgaria to apply
the Italian model agency sustainability of social enterprises status, which is closest to
that of the agency itself in Italy is a non-profit goal - an association of public benefit.
The positive side of this status are as follows:
Provides autonomy and structural separation of the Agency of state institutions
to ensure the possibility of this structure to act in the interest of social enterprises
Expanding opportunities to provide financial support and resource security
agency, through membership fees, revenue from national or European funding
programs to implement their own projects, revenues from provision of paid expert
services, income from donations and sponsorships, etc.;
Ensure representativeness and legitimacy of the Agency, through its member
social enterprises, which will facilitate and support the process of dialogue with
business and the public sector (state and local authorities). This is one of the
advantages of the association as a form of NGOs, which cannot be ensured at the
Foundation;
Motivated social enterprises to participate in the agency by providing access to
expert support that it provides to its members;
Motivate state institutions, municipalities and business organizations to
cooperate with the agency in its business through partnership opportunities and
contact with working social enterprises that it would provide them;
Provides visibility and control over the activities of the agency, by the status of
public benefit;
Ensure that the primary objective of the activities of the agency is nonprofit - to
support the development of social entrepreneurship in Bulgaria and to promote
dialogue between the non-profit sector, business and public sector in order to achieve
socially important social goals. This is the reason why the form of a cooperative is
not appropriate, since its nature it is a retailer and operates in order to make a profit
and its allocation among members i.e. the performance of a building are generally in
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favor only of its members. Next cooperatives have access to so many different
sources of funding NGOs;
It provides flexible structure, combined with democratic principles, based on
which decision-makers associations;
A relatively small administrative burden of government.
Resourcing of the agency's activities
In view of resources for the activities of the Agency possibilities are:
•
To investigate the possibility of obtaining state or municipal property for
free use of office of the agency;
•
Experts available to the Agency can be provided by themselves social
enterprises which are members of it or on the basis of partnership arrangements with
external parties on specific issues. Associate members also could provide expert
assistance in the framework of the Agency;
•
The majority of the agency's activities could be organized through online platform to provide a space for debate and to provide advice and expert support;
•
Administrative team of the agency consist of as few people as human
contact and support platform and anyone who assists the management bodies of the
Agency in the course of their business.
Establishing an Agency for the sustainability of social enterprises on the
example of Italy would be the result and a sign of the fact that social enterprises have
gone to the next level of development - they are temporary and program-oriented
initiatives of non-profit organizations, consistent and purposeful activity aimed at
meeting the significant social needs of vulnerable groups in society. This would be
possible only after the development of this sector is included in the permanent agenda
of the institutions at central and local level as well after business a qualitative
assessment of the benefits of investment in this sector.
It is necessary to set criteria for social enterprises in the law. In order to
provide for specific financial incentives must be clear who will be their beneficiary
[42].
An analysis of European documents and discussions so far in the country lead
us to distinguish the following criteria which must be met simultaneously in the
characterization of a business as a social enterprise. They should be covered by the
legal definition of social enterprise:
•
Business Initiative - economic activity carried out by an entrepreneurial
way.
•
Social goal - the goal of social enterprise is to achieve sustainable social
change to a vulnerable group (social sphere) or general importance to be solved social
problem (e.g. ecology). For each social enterprise dimensions of this profit should be
formulated specifically (for example: employment, social integration, inclusion,
environmental protection, etc.).
•
Institutional independence - i. e. the social enterprise was not created
by a decision of a public authority or a municipality and is not subject to the will of
the public body or municipality under internal organizational documents or statutory
instrument;
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Democratic Inclusion - decisions on the development and operation of
business initiative taken taking into account the wishes and preferences and degree of
satisfaction of the needs of the representatives of the vulnerable group This can be
done based on internal organizational rules of jus or under legal Regulated given
legal form or activities (e.g. consumer advice to providers of social services).
•
Transparent governance – social enterprises in their respective legal
form comply with certain common (or specific for social enterprises) rules on
transparency and accountability to society.
•
Reinvestment of profits - operating profit primarily and regularly
reinvested within the business initiative and not be distributed among individuals partners, shareholders, members, founders, etc. Reinvestment may have to expand the
business or the provision of a reserve fund for maintenance in case of crisis. This
requirement is a basic guarantee that there will be no rupture / conflict, confrontation
between non-profit economic activity and therefore it should be observed in case of
cessation of the social enterprise. Next, this feature guarantees the appropriate use of
public resources granted to the social enterprise (it will not be used to generate
revenue for the benefit of individuals, and will continue to support the
implementation of non-profit organizations).
Referencing the criteria with the practice of social entrepreneurship in
Bulgaria
The practice in Bulgaria shows three typical model of operation of social
enterprise. As the social enterprise sector is still very young and still new
organizations will arise important for any social enterprise model is to be
distinguished from other types of activity and stress that all of the above criteria must
be met simultaneously to It is determined social enterprise activity.
Following are the three models with descriptions and highlighted the criteria
that must be met to determine the activity as a social enterprise:
•
social enterprise creates jobs for vulnerable groups such as directly
employ such people. The defining characteristic of the entity that creates employment
(supported, protected employment, etc.). Usually in other countries has% of the state
that is a vulnerable group.
Differentiation from such activities, unlike for example occupational
therapy or another type of social service, which create activities of the person in such
employment a real involvement in the working process, the outcome of which is
marketed (economic nature).
•
The social enterprise providing services and / or goods directly intended
to meet the specific needs of a vulnerable group in an entrepreneurial way. Specific
vulnerable group in this case is a consumer of services. For this purpose, social
enterprise can be financed with public funds by mechanisms that ensure compliance
with the rules of competition (e.g. - in public procurement, social negotiation
conducted through public - private partnerships, etc.), Recruits volunteers / or gifts
and / or reduces the cost of your product in another, innovative way.
•
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Differentiation from such activities, what would distinguish among
multiple social undertaken in this case from a normal company requirement
predominantly profit to reinvest in leading social purpose.
•
Social enterprises produce and supply goods or services against payment
of a market basis and generate profits that used to achieve or solve socially
significant problem.

Differentiation from such activities, as opposed to the usual business in
this case the social enterprise must be carried out special operations to meet the
criteria for a leading social purpose, a ban on distribution of profit participation in
governance and transparency. For example: not enough now conduct business by
producing and selling a product whose application leads to permanent energy savings
and contribute to solving the socially significant problem.
Social enterprise is an activity which are true simultaneously all
conditions:
Carry out business in an entrepreneurial way
Is a leading aim of achieving social change for a particular vulnerable
group or solve major societal issue
Independent from state and local authorities
Reinvested profits primarily to achieve social objectives
Reports desires and preferences of vulnerable group that supports and
Is managed in a transparent manner
European framework of social entrepreneurship into account the diversity of
legal forms and models through which can develop social entrepreneurship
(cooperatives and cooperatives, mutuals, voluntary associations, foundations,
companies profit or nonprofit, often combining different legal forms and sometimes
changing form according to their needs). In less than EU countries 'social
entrepreneurship' can be developed under statutory legal form. In most cases, it is
open to be realized in various forms long as the total criteria.
According to the roadmap of social enterprises in Bulgaria does not need
regulation of special legal form for social enterprise [42]. The legal framework of
organizational forms of legal entities in Bulgaria is large enough and allows a choice
between different types depending on the characteristics of the particular business
and its integration with a social purpose. Rather, a common legal framework to
„legitimize” the concept of social enterprise rather than introducing a new type of
Bulgarian context entity.
6.
Recommendations on social entrepreneurship development and
encouragement
In a number of opinions the Economic and Social Council (ESC) [81] it is
noted that social economy takes a substantial share of the European economy. At
nearly 2 million social enterprises are engaged over 14 million people, representing
almost 6.5% of employees in Europe. ESC notes that as a key component of the
European social model social enterprises are sustainable and effective in crisis. The
social benefits of them are measured primarily by the integration and reintegration of
disadvantaged people in society and economic and financial results - a significant
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saving of public funds allocated for social benefits. ESC believes that social
entrepreneurship and social enterprises as part of the social economy are still an
untapped business model that has its own specific traits and characteristics.
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 civic associations
and foundations, but also to be created within the private and business initiatives.
ESC notes that the legal framework in the country is fragmented and incomplete,
making it difficult for serious development of social economy and social enterprises.
ESC recommends improving the legal and institutional environment for the operation
of social enterprises. There is a need government to support the development of
social enterprises, clearly regulating specific incentives and relief for them and to
comply with the definition of social enterprise as defined in the EU documents for
social entrepreneurship. ESC confirms its position as stated in its opinion „Social
Economy - Opportunities and Prospects for Development in Bulgaria” that social
enterprises and social entrepreneurship should be regulated in separate legislation.
There are serious differences in the development of social economy and social
entrepreneurship between the countries - members of the EU, which is a result of the
lack of generally accepted European legal definition of the term "social enterprise".
This definition was proposed for the Regulation of the European Parliament and the
Council on European Social Entrepreneurship Funds, on April 17, 2013. It is needed
the legal framework to define the content of the term „social enterprise” that takes
into account the characteristics set out in Regulation and to be consistent with the
Bulgarian context, so as to ensure a balance between economic efficiency and social
objectives by giving precedence not on the form in whatever will be organized a
social enterprise as a subject of law on the objectives it set itself and effects of the
action, which it pursues.
ESC believes that in parallel with the reduction of regulatory regimes for
businesses, social enterprises and social entrepreneurship should be provided and
other additional benefits. ESC notes that currently provided tax and other financial
and non-financial incentives are insufficient to promote real development of social
entrepreneurship in Bulgaria.
The existing policy today to promote social entrepreneurship in Bulgaria is
primarily aimed at people with disabilities. In this connection, the ESC considers it
necessary to develop incentives for the whole range of social enterprises.
ESC recognizes the existing problems of social enterprises in their access to
financial resources needed for their development and recommends to develop special
financial instruments and to consider the provision of microcredits for social
enterprises at preferential terms, with the support of state and EU funds.
In the context of already expressed position (Resolution of ESC for the Single
Market Act II) ESC again pushes to create an appropriate enabling environment
within which targeted European funds and financial instruments to be adequately
combined with national measures which will support raising the investor confidence.
The measurement of the socio-economic benefits of social enterprises - based on
methodology developed by the Commission, will become a prerequisite for targeted
investments in social enterprises in the context of the Regulation of the European
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Parliament and the Council on European Social Entrepreneurship Funds from April
17, 2013 and Proposal Regulation of the European Parliament and Council EU
Programme for social change and innovation.
ESC supports the recommendation made by the Commission to facilitate
access of all social enterprises to public procurement, and introduce clearer and
simpler rules to ease the participation of social enterprises in procurement
procedures. Bulgaria, as other member states, must not only comply, but also monitor
the implementation of policies providing for the preservation (backup) the right to
participate in public procurement for economic operators whose principal objectives
are social and professional integration of workers disabled or disadvantaged,
provided they comply with requirements threshold of 30% for people with disabilities
or disadvantaged workers.
The ESC supports the idea of revival of the entrepreneurial spirit in Europe and
undertaken in connection with this Action Plan „Entrepreneurship 2020” [58]. As
ESC repeatedly points out itself the social economy has a substantial capacity for
social innovation, encouraging those in difficulty in their quest to find solutions to
social problems (e.g. in terms of reconciling work with private life, the quality of
family life and child care, gender equality, the elderly and people with disabilities,
etc.).
ESC reminds that Bulgaria should allow young people to acquire practical
experience in entrepreneurship even in the course of compulsory education.
To promote innovation in social entrepreneurship ESC proposes:
•
raising awareness on social innovation through the sharing of best
practices through publications and mutual exchange of ideas;
•
provide appropriate incentives such as awards for social and innovative
idea within the annually approved competitions;
•
creation of partnership networks in the country and abroad to exchange
information and organize joint initiatives and others.
According to ESC, to promote social entrepreneurship it is needed a better
visibility and promotion of the benefits and contributions of social enterprises for
economic and social development of the country and society. Promotion of social
enterprises and social entrepreneurship should be based on the best modern
communication and information technologies, ideas, represented by the ESC in its
opinion on the cooperatives.
To ensure information accessibility for people with disabilities they must be
made available, adapted to the type of disability communication channels, such as
display of text, use of Braille, sign language forms of communication and others.
It is necessary a national survey to be done of existing forms and practices of
social entrepreneurship in the country.
ESC proposes NSI to adopt a methodology for establishing satellite accounts
for social enterprises in the country that are part of the concept of social economy and
are not currently recognized in the national accounts systems in Europe as a separate
institutional sector.
ESC recognizes the need local authorities to establish promoting conditions for
social enterprises for employment of persons from vulnerable groups and in certain
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regions, using the capabilities of the Municipal Property Act. ESC found that the
municipal authorities are not acquainted with enough models and forms of social
enterprises due to lack of sufficient and reliable information.
As the primary field of activity of social enterprises are now public social
services, health and education, the ESC considers it is necessary to strengthen the role
and broaden the participation of social enterprises in the provision of services in new
areas and in areas with low market returns.
The ESC supports the idea to develop training modules and methodology for
financial and technical support, as well as a network of trainers and business
consultants to support the development of social entrepreneurship in Bulgaria.
Especially it is necessary to develop and establish a methodology for measuring
social added value and assess the social impact of the activities of social enterprises.
ESC believes that there is a need of better coordinated relationships between
educational institutions - mainly universities, state and non-state bodies and
organizations that provide and implement policies on social entrepreneurship to fill
coverage of the situation in the country and regulate the necessary changes in
administration social entrepreneurship.
According to ESC, there is a need to build the necessary capacity of public
authorities to manage the process of developing policies for social enterprises and to
improve their business capacity and structures supporting it. Particularly suitable
would be to create a supportive environment - centers for business support, training
and technical assistance, marketing and access to markets, participation in networks
to exchange experiences and others.
ESC expresses the opinion that there is a need of public support for market
access and marketing of products of social enterprises. Lack of markets for the
production of social enterprises undermines and underestimates their importance and
role as active participants in the market of goods and services.
Vulnerable groups and their problems are diverse and „answers” should match
their needs and be flexible in order to be efficient and effective. The „way to
solutions” is not important (the paths may be different, as are diverse and vast
opportunities for economic initiatives) that leads to the result, the result is important
itself, and it should ensure better integration and sustainable overcome of social
exclusion in the country [81].
The fragmented and incomplete legislation (addressing in particular sectors social service providers, specialized enterprises, etc.) has a negative impact on the
development of a coherent government policy to support the social economy and
social enterprises in the country, which affects their stability and efficiency.
It is necessary good practices and models in the country to be discovered and
promoted, as well as to create conditions for dissemination of best examples through
the establishment of national and international networks for exchange of knowledge
and experience
ESC finds that it is necessary to create conditions and support networks for
social entrepreneurs in the country to develop their competence and they should be
able to exchange information and experience. In this sense, the ESC supports the
coordinating efforts of different stakeholders - government and non-government
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bodies and organizations, academics and others who can contribute to better
awareness of social entrepreneurship.
The Platform for the development of the social economy in Bulgaria provides
the following recommendations [60]:
1.
Opportunities for development of the social economy sector in Bulgaria
are connected mainly with the introduction of a definition of social enterprise and
clear legal regulation of the procedure for acquiring the status and functioning of
social enterprises.
•
Adoption of a legal definition of the social enterprise through regulation
of social enterprises as entities with certain characteristics rather than an explicit legal
form under the following main characteristics: a union of persons whose business is
the production of goods and / or services to achieve particular social or public
purpose, which do not redistribute income, with equal participation and involvement
in decision-making and achieve social effects on people / disadvantaged
communities.
•
Facilitating the access of social enterprises to public procurement,
introduction of „social clauses” approach to socially responsible procurement,
introduction of risk assessment as a criterion for easier access to public procurement.
In particular, it is necessary a harmonization of the Bulgarian legislation (in particular
the Public Procurement Act) with the following definition of the European
Commission for socially responsible procurement: activities in procurement, which
take into account one or more of the following criteria: employment opportunities,
decent work, respect for social and labor rights, social inclusion (including persons
with disabilities), equal opportunities, designing, providing accessibility for all,
taking account of sustainability criteria.
•
Introduction of tax concessions corresponding to impact (the utility)
from operations of social enterprises to vulnerable groups.
2.
Policy development and institutional framework for their implementation
in order to create an optimal environment promoting and supporting social economy:
•
Institutionalizing an intermediate body or authority for monitoring and
promoting the work of social enterprises as an expression of state policy in the field
of social economy; whether the body will be independent or institutionally situated,
although it is recommended that this should be a selected and funded through a
competition independent organization, it must have the resources and programmatic
autonomy to enable it to focus on developing environment for social economy; the
authority may also be collective - with the participation of representatives of the state,
municipalities and NGOs. It should make optimal use of opportunities for OP
„HRD”:
•
Construction of its overall administrative and professional capacity;
•
Development of structures and tools at regional level to support social
economy - incl. providing targeted institutional support through programs of initial
and ongoing training, business incubators for social enterprises, platforms for sharing
experiences, transfers the rich know-how of other European countries in the field of
legislation and support for the development of social enterprises, etc.;
95

A periodic assessment of the impact (the utility) from operations of
social enterprises to vulnerable groups through a set of objective, legally defined
criteria and publication of an annual assessment report with recommendations to
legislators, institutions and managements teams of social enterprises.
•
Develop policies and programs to subsidize the activities of social
enterprises to balance the market risks arising from the social impacts of their
activities. These programs can be manned with funds from OPHRD but be
sustainably funded by the national employment programs.
•
Providing incentives and access to finance for social enterprises, incl.
social innovation and know-how, direct (global) grants and microfinance
organizations, public-private partnerships, venture capital.
•
Promoting the social value of social enterprises through campaigns to
promote positive attitudes towards social enterprises and their products and services.
3.
Along with the support for existing social enterprises to work to promote
market efficiency and competitiveness and access to markets and public procurement
to social enterprises in order to reduce the share of public subsidies for social
enterprises to a reasonable minimum and ensure adaptation to market environment
and more sustainable social enterprises.
•
Approval of a scheme under OPHRD to promote the social economy
based on research, evaluation and transfer of international and national experience.
•
Promote the development and promotion of the recommended minimum
standards for quality management in social enterprises.
•
Organizing campaign for practical training of various stakeholder groups
involved in the development of social economy and social enterprises - staff,
managers, municipal experts and others.
•
Create an information portal for social enterprises - a handbook for
social enterprises that summarizes available information, questions the adaptation of
foreign experience and promotes and updates guidelines for social enterprises
practices, methodologies, methods of work in the country and abroad.
•
Encouraging the exchange of experience and mentoring with social
enterprises from other countries and explore possibilities of establishing joint social
enterprises.
Recommendations to the legal system in Bulgaria [60]
•
Institutionalizing an intermediate body or authority for monitoring and
promoting the work of social enterprises as an expression of public concern and
policy (complementing the powers of the existing bodies – a register or an agency);
•
Adopting a legal definition of social enterprise under the following main
characteristics: a union of persons whose business is the production of goods and
provision of services to achieve defined in law public purpose without distributed
(throughout) profit with equal participation of interested in making decisions;
•
Remove and ease of registration and permits to entities providing
socially important outcomes of vulnerable groups;
•
Introduction of uniform standards for quality management in social
enterprises;
•
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Periodic review of the impact (the utility) from operations of social
enterprises to vulnerable groups through a set of objective criteria established in law;
•
Sample list of forms of financing social enterprises based on past
practice, incl. integrating social innovation and know-how, direct (global) grants and
microfinance organizations, public-private partnerships, venture capital.
•
Facilitating the access of social enterprises to public procurement, incl.
e-procurement; introduction of impact assessment as a criterion for easier access to
public procurement; specialized portal for procurement impacts on vulnerable groups
functioning within the website of the Public Procurement Agency.
•
Improving competition by introducing market mechanisms to attract
investment and promote social enterprises;
•
Tax relief corresponding to impact (the utility) from operations of social
enterprises to vulnerable groups.
Supportive infrastructure for social enterprises [60]
Currently, the lack of adequate supporting infrastructure for start-up social
enterprises and fragmentation of existing practices and experiences to support the
work of social enterprises lead to waste of resources and ineffective interventions for
the development of the social economy sector. Practice on the development of social
enterprises in different countries of the European Union shows that the process is
much more effective when there are specialized organizations / platforms to provide
business support to social entrepreneurs beginners. Not every business consultant can
be sufficiently useful to a beginner social enterprise, where, besides the traditional
business knowledge, is required and knowledge of a much wider range of regulations,
availability of understanding of the organization and appropriate skills to achieve
balance between social and economic goals. Social enterprises need access to
specially-developed training programs and technical and logistical support
particularly in the initial stage of their business. Especially important it is to promote
the structuring of an expert unit and a supporting organization of national and
regional branches that to act as a "resource center" and to provide expert support for
the creation and development of social enterprises. Special emphasis should be
placed on investment readiness programs, and proper diagnosis needs support and
funding of the different stages of social enterprises.
Opportunities for developing active supportive environment for social
enterprises in Bulgaria are associated with targeted support for the establishment of a
network of business incubators for social enterprises as well as national and regional
platforms and support structures for social enterprises.
Lack of incentives and access to financial resources for social enterprises
[60]
At present in Bulgaria there are no separate fund measure programs exclusively
aimed at financing social enterprises, regardless of their stage of development.
Moreover, nowhere in the legislation provided no incentives or incentives to support
social enterprises. Adopted in 2011, National Concept for the social economy
provides a significant role in the provision of financial resources to support the
•
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entities of the social economy, by setting various approaches for financial support for
the sector through:
Schemes to provide grants for the creation and development of social
enterprises and social platforms;
Tax relief - extending the current preferences for all social enterprises
under strict control of the nature of social enterprises;
Introduce tax incentives for social enterprises;
Government subsidies eligible under the Regulation on the block off
certain state aid;
Access to credit;
Encouraging philanthropy in favor of the social economy through tax
incentives for donors;
Despite the stated priorities in the national strategic documents and willingness
to financially support the social economy sector, it is largely proved that those plans
and intentions remain only on paper, there is no clear mechanism for implementation
and no clear financial security. As a major opportunity it could be determined the
support the sector for efficient and targeted use of financial resources from the
European Social Fund and the state budget for the creation and development of social
enterprises, which subsequently can rely on tax incentives and access to low-interest
loans for provision of operational activities.
Low level of awareness and recognition of social entrepreneurship [60]
One of the serious shortcomings of social enterprises is the lack of knowledge
of their goods and services and thus resulting limited opportunities for successful
marketing of products with added social value. In this sense, despite the fact that
social enterprises are standing closest to disadvantaged people and try to create
opportunities for their professional realization, then in most cases it is very difficult
to be competitive in the market because of the additional costs associated with
employment and social integration.
As a major opportunity for the development of the social economy sector in
Bulgaria can be defined the need to promote the social added value of the products of
social enterprises by introducing, promoting and awarding the trademark "Product of
a social enterprise." Thus, with the active involvement of state and local governments
it can ensure the application of market methods of sustainable market penetration of
various goods and services, effective research techniques and market testing and
developing distribution channels of the goods, emphasis on product quality and
promotion of social added value.
Difficult access to marketing to social enterprises
The lack of active interaction between social enterprises, municipalities and
business organizations that are fundamental potential buyers for goods and services
of social enterprises impede the achievement of good market performance of social
enterprises. The promotion of these interactions requires specialized incentives,
especially regarding the order in which public entities (bodies of state and local
government) determine contractors on public procurement. It is imperative to set
additional specific criteria for businesses of social economy in their participation in
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the procedures for obtaining public contracts, and the inclusion of social clauses in
contracts to capture the incremental social impact as inherently social enterprises may
not be equivalent to capital companies.
Proposals for legislative changes to the regulation of social enterprises [60]

Regulation of social enterprises as entities with certain characteristics
rather than an explicit legal form;
The point of this proposal is to define the basic principles and characteristics
that define an entity - a legal or a natural person - as a social enterprise. The analysis
of the organizations themselves as social enterprises shows that common features are:

Providing public services;

Do not redistribute income;

Achieving social impact for people / disadvantaged communities.
Proposal for future regulatory approach in regulation of social enterprises
Social enterprises are a flexible form for the implementation of various
initiatives (in private or public entities) in terms of providing support to needy
persons. Therefore the guiding principle in their normative regulation should be the
establishment of criteria and mechanisms for establishing socially significant results
in favor of vulnerable populations. This principle should be built with the necessary
adjustments in special laws governing public relations, whose normal course can be
facilitated and supported by social enterprise (Public Education Act, Law on Health,
Law on Social Welfare and others). Legal forms for carrying out their activities are
sufficiently regulated by existing legislation - a legal non-profit entity under the nonprofit law, a cooperative under the Cooperatives Act, etc. Of course the most
functional and useful is the establishment of a separate law for social enterprises.
Regulatory changes that facilitate access of social enterprises to public
procurement [60]
By its Decision № 43/30.01.2014 Council of Ministers approved the Action
Plan on Social Economy for the period 2014-2015. It was adopted in implementation
of the National concept of social economy and contains measures aimed at improved
environment for subjects social economy through increased visibility of social
enterprises, supporting their access to finance and promote social innovation. Of the
plan activities related to promotion of social entrepreneurship and best practices,
development of a methodology for assessing the social impact of social enterprises to
raise the living standards of target groups and the introduction of tools to monitor
their contribution to improving the quality of life approving rules to implement and
enforce the brand „product of a social enterprise”, drafting proposals to introduce
additional financial tools and incentives for social economy enterprises. A plan for
the next period 2016-2017 is adopted too [59].
In member states it is more widely observed a trend in public contracts „social
clause” as a means of encouraging the participation of social enterprises to be
included. This can be done by synchronizing the Bulgarian legislation (in particular
the Public Procurement Act) with the following definition of the European
Commission for socially responsible procurement: activities in procurement, which
take into account one or more of following criteria: employment opportunities, decent
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work, respect for social and labor rights, social inclusion (including persons with
disabilities), equal opportunities, designing, providing accessibility for all, taking
account of sustainability criteria.
Although currently on a national level have been adopted a number of strategic
documents that take into account the role of social enterprises for achieving socially
important public objectives, this policy is not conducted consistently at the legislative
level, neither are provided mechanisms to finance these enterprises. There is a need
the government to take concrete measures in this direction, resulting in [12]:
Determining on the legislative level of the specifics of social
enterprises, regardless of the legal form under which they exist, taking into account
their characteristics set out in the adopted in early 2013 Regulation of the European
Parliament and the Council on European Social Entrepreneurship Funds. This will
enable the visibility of these organizations in society and facilitate the identification
of appropriate support mechanisms and tax incentives at national level, and will
provide access of Bulgarian social enterprises to more European programs and
funding instruments;
Expanding the sphere of activities of social enterprises, regardless of
their legal organizational form, such as an opportunity NGOs - social enterprises to
provide health and social-health services or state to assign the provision of such a
mechanism similar to the social contract;
Expanding the categories of vulnerable groups whose integration and
improving the social status social enterprises operate as at present incentive policy of
the state is primarily aimed at people with disabilities. In practice this can be
achieved through legal regulation of the characteristics of social enterprise.
Furthermore, it is necessary to take successive changes to the current tax laws by
which envisaged at the time, though insufficient, tax and financial incentives for
social enterprises covering only certain vulnerable groups (e.g. - people with
disabilities and long-term unemployed) to be granted to social enterprises, whose
activity is directed towards other vulnerable groups (e.g. victims of violence,
trafficking, people with addictions, etc.);
Taking changes in the tax laws by which to provide for additional fiscal
and financial incentives for social enterprises that take into account various activities
and target groups that operate social enterprises, such as tax breaks for their donors,
simplified tax regime for taxation of profits, exemption from VAT when providing
goods and services aimed at achieving the social objective, establishing national and
local mechanisms for financing or lending activities of social enterprises;
Facilitating access to social enterprises, regardless of their legal form to
public contracts - goods or services directed towards socially important social goals.
For this purpose it is necessary to make appropriate amendments to the PPA and
related documents consistent with existing EU legislation in this area;
Facilitating the procedures for granting state and municipal property for
use by social enterprises through appropriate amendments to the relative acts;
Ensuring the collection of statistical information on social enterprises.
To ensure the implementation of a policy to support social enterprises aimed at
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achieving concrete results it needs to be adapted to each date at the time activity data
and the capacity of social enterprises;
In carrying out the policy of supporting social enterprises attention
should be given to the administrative burden that is created for social enterprises.
Therefore, state and local authorities must adhere to the principles of 'one stop shop',
i.e. the necessary registration procedures to be carried out before one government
body, and next - to be fast, easy and affordable. Otherwise, the activity of social
enterprises will be unnecessarily burdened with financial and administrative burden
that will eventually hinder the successful development of social enterprises.
Besides a consistent state and local policies to support the development of
social enterprises there is a need to establish a partnership between business and
nonprofit sector. Business organizations in Bulgaria should recognize and play their
part to achieve important societal or community purposes. In this regard, the
promotion of corporate social responsibility among Bulgarian business companies
(which is becoming more common) should be directed not only to its perception as a
tool for advertising and building a „good image”. It should serve as a basis for the
missing culture of involvement of economic actors to the needs of both people and
building trust in NGOs as a reflection of these needs. Social entrepreneurship could
be developed successfully if it is not recognized as the institutional framework of the
partnership between business and nonprofit sector, resulting not only in the
investment of resources by the business but also an opportunity to achieve long-term
social outcomes and provide sustainable employment of disadvantaged and thus improve the economic environment in which the business operates.
The third group of conditions that should be created in order to achieve
successful development of social entrepreneurship are related to the creation of the
joint cooperation between social enterprises themselves. The establishment of
such structures is a sign of consolidation in the sector, to create a common knowledge
and mindset among social enterprises. Groupings would be a good way to stimulate
internal development of the sector - through exchange of information, knowledge and
best practices, and would also facilitate dialogue with business and public sector
establishing common interests of the three parties and ways to meet them. At present
there are several similar associations for cooperation between social enterprises.
However, they unite social enterprises in a particular legal form, which indicates the
need to encourage dialogue amongst social enterprises to create a generally accepted
idea among themselves for themselves.
7.
Conclusion
At present in the Bulgarian legislation there is no a legal act that gives the legal
regulation of the activities of the social enterprise or social entrepreneurship. There is
a fragmented legal regulation of individual sectors (social service providers,
specialized enterprises for people with disabilities), where subjects engaged in
activities are covered by social enterprises, but this approach is rather negative effect
on the development of a coherent state policy to support the social economy and
social enterprises, which ultimately reflects on their sustainability and efficiency. To
clear structuring of the social economy sector in Bulgaria legislative changes should
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be undertaken and improvement of legislation to create preconditions for adequate
legal and statistical recognition of the subjects of the social economy [60].
The practice of member states of the European Union with a developed social
economy shows that it should be given a legal definition of the social enterprise in
which preponderance to be no regulation in what form it will be organized as a
subject of law but on what goals it sets and what effects are pursued. The leading role
in this process should be given to a clear identification of the social benefit of the
activities of the social enterprise with specific dimensions of lasting social impact to
persons with disabilities. It is necessary the legal definition to encourage the
development of various entrepreneurial initiatives with social impact, not limiting
social enterprises to only one legal form [60].
It is important to note that the opportunities for development of the social
economy sector in Bulgaria are connected mainly with the introduction of a definition
of social enterprise and clear legal regulation of the procedure for acquiring the status
and functioning of social enterprises.
Regardless of the fact that the Bulgarian legislation has no legal definition of
the term „social enterprise” the studies show that in the country there are active social
enterprises. As the main field of activity of these companies highlights are in the
different types of public social services, health professionals and education [56].
Through social enterprises entities with nonprofit goals manage to achieve a
particular social effect on individuals from vulnerable groups to improve their quality
of life and overcoming social isolation.
In this regard, the activities of social enterprises can be defined as critical in
helping the state policy on social inclusion of vulnerable groups. Moreover, social
enterprises have the capacity to become one of the most reliable partners of the
central and/or local authorities to tackle the social sphere and to promote inclusion
into society of persons of different vulnerable groups. However, in order to stimulate
this partnership it is necessary on the basis of the existing legislative framework,
which outlines the legal framework for the activities of social enterprises, to develop
changes aimed at creating a more favorable economic environment in which to social
enterprises operate. Given that social enterprises are essentially a business carried on
by a legal non-profit entity, the tax laws should provide appropriate relief, as well as
to create more opportunities for financing activities carried out by social enterprises
with funds from budget, municipal budget or various funds.
The challenge for Bulgaria regarding the development of social
entrepreneurship can be formulated as follows [42]:
•
Broad understanding of the social enterprise
Bulgaria at that time has a broad legal framework, or rather lack of explicit
one, and this allows free self-determination. At the same time, it should be noted that
the broad criteria for the definition does not offer a real opportunity for encouraging
policy oriented towards concrete results.
•
Need for sectoral reforms
Social enterprises operate in Bulgaria and developed traditionally as a means of
providing employment and in the fields of education, social services and in rare
cases, education, health and culture. Therefore, a key factor for their future
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development are reforms in these areas, market liberalization and provision of a quick
and easy access to services for consumers.
•
Prioritizing a target group
The only more serious preferences are targeted at a particular group of social
enterprises - cooperatives and specialized enterprises for people with disabilities that
are par excellence social enterprises. The reasons for this are twofold: a) the target
group - people with disabilities, which has the most systematic and consistent
integration policies are active self-advocates, and b) historical reasons. Cooperatives
were traditional forms of solving social problems of vulnerable groups with an
emphasis on employment, but remain unreformed since the 90s to date to reflect
modern trends in the development of similar enterprises in other countries. Therefore,
to use social enterprise as a tool to tackle social problems and other vulnerable groups
that are difficult to represent and self-defend own initiatives (such as refugees) need
leadership from the government and cross-sectoral planning policies to develop
incentive policy for social entrepreneurship.
•
Opportunities for capacity building
There are no adequate and consistent programs funded with public funds for
capacity building for the development of social enterprises as such. Especially it is
important for social enterprises NGOs, as even par excellence recognized their
business is social enterprise, to upgrade their entrepreneurial skills and visibility in
the market. The implications on the funds allocated for the development of social
enterprises in various national initiatives and mechanisms leads to the conclusion that
substantial financial resources are allocated, but at the same time social enterprises
received support fail to achieve financial sustainability and remain project-oriented.
This prevents, on the one hand, social enterprises to build their own image in the
business environment and become recognizable in society, and on the other - to
establish themselves as a successful tool for achieving the objectives of national
social policies.
•
Opportunities for startup funding available
There are no financial incentives for initial start-up social enterprises;
investments in small and medium-sized enterprises are much more focused and
consistent, including by providing specific financial instruments to help business
enterprise to develop as such.
Based on the identified problems a series of recommendations can be
formulated to improve the environment for social entrepreneurship in the country
[17]:
1.
The resources to support social enterprises are not enough effectively
spent. Moreover, the lack of entrepreneurial skills and culture among the
representatives of the NGO sector that still give the main human resource of social
entrepreneurs requires a new, modern approach to finance emerging or existing
businesses that provision of funds does not exhaust the commitment of donor and is
accompanied by a long-term assistance and monitoring on the development of the
enterprise.
2.
Mobilization of available internal and external resources (opportunities
of alternative forms of tourism, attracting young and enterprising Bulgarians from
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home and abroad for the cause of social entrepreneurship), can provide a much
broader basis for development of the sector. Active work with local businesses to
promote social entrepreneurship and social enterprise, also is a step in that direction.
3.
In practice, the possibilities of an integrated European market and
developed practices in the leading economies in Europe are a resource that can be
used much more effectively.
4.
Optimizing the legislation and creating flexible legal environment is a
prerequisite for development of the sector.
5.
As the European practice shows, a verified solution to support social
entrepreneurship is to create a civic organization that acts as a body that defends the
interests of the sector "social entrepreneurship", generates and maintains a database
of social enterprises, lobbying at the political level, promote social entrepreneurship
as an activity for the benefit of society, trace and monitor procurement and funding
schemes.
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THE INNOVATIVE APPROACH TO THE MANAGEMENT OF THE
ENTERPRISES IN RESTAURANT BUSINESS
Zavalnyuk V., Klymchuk A.
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the Kyiv national trade and economic University

Problem. The modern practice of pursuing any economic activity shows that
enterprises in order to strengthen its competitive positions in the market and develop
a viable development plan, very often have to resort to some innovative changes.
This, and the need to ensure the transition of economy of Ukraine to implement the
model of research and innovative development, determines the feasibility study of the
problems of creating the preconditions for implementing of effective innovation in
Ukrainian companies, including those whose activities directly or indirectly related to
the restaurant economy.
Analysis of recent research and publications. The problems of innovative
technologies appear in many publications, both domestic and foreign researchers.
Among foreign scholars the problem was considered by Schumpeter, G. Less Tvis B.,
C. Freeman, R. Foster, A. Klyaynkneht, E. Mansfield, R. Waterman, A. Anchishkin,
S. Ilyenkova, A. Prigogine and others. In Ukraine, the issues of innovation
development at the level of enterprises and the economy as a whole were engaged Y.
Bagial, V. Vasilenko, V. Geets, B. Hrinov, S. Illyashenko, N. Krasnokutska, I.
Pavlenko, L. Fedulova and others. Recently, some aspects of innovative development
of the restaurant industry and evaluation of the effectiveness of innovation policy of
enterprises of this kind of activity were covered in the writings of G. Pyatnitskaya, A.
Grigorenko [7] A. Borisova [2]. However, a comprehensive study of innovative
changes that impact the management of the restaurants and their implementation has
not yet been conducted.
Problem. The main purpose of this study is to identify innovative changes that
affect the development of the restaurants, and the development of guidance on the
selection of the most suitable for various types of enterprises and its innovation
implementation in management of the restaurants.
According to the set goal, several tasks, were determined. Firstly,
classifying innovations reveal their preferences in terms of development of the
restaurants and to develop and justify recommendations for their implementation in
these enterprises, and secondly, to clarify the nature of the concept of "innovation in
the management of the restaurants" and thirdly, to define the features of the
implementation of these innovative technologies in the activity of entreprises.
The main material of the study. For the first time in the literature the concept of
"innovation" was used as early as 1912 by Schumpeter in his book "The Theory of
Economic Development" [13]. Under this concept, which Schumpeter called "new
combination" was developed as a new understanding of the means of production that
is not achieved through minor improvements of old equipment or existing
organizational system but appears through the introduction of new production
facilities or systems of its organization. Now the concept of "innovation" (from
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English. «Innovation» - innovation or the introduction of something new) applies to
all changes in the production, research, financial, administrative and other activities
of modern enterprises.
Referring to the previously existing development, and given the specific
activities in the restaurant business, we consider it appropriate to analyze all of the
innovation in this field under three angles:
1) in terms of the entire enterprise restaurants (including its products and
policys for its promotion in the market, format development, etc.);
2) in terms of individual business units, where innovations are implemented;
3) in terms of the possibilities of introduction of some innovation in enterprises
of different types and its accessibility to ordinary citizens.
Enterprises restaurant industry in general are subject to a variety of innovative
changes (sometimes close to the radical in terms of all entreprises restaurants, such as
the format of "Festival restaurant", and sometimes those which are called "retro"
innovation, such as , organization tables "diet"). But not all innovations can be
implemented or even feasible for companies depending on their type and affordability
for consumers. For example, in closed chain restaurants that organize food at their
place of work or study it is impossible to realize any innovation with the introduction
of services such as hookahs or "Cork-fi" (from English. Cork fee), when the
consumer brings wine with him, and waiter uncorks the bottle at the table.
Unjustified, primarily because of unprofitability is in the public network
innovation associated with the organization of tables "diet," especially when it comes
to institutions restaurants such as "restaurant" and "bar" classes "luxury" and
"higher."
Based on the results of our study, we propose to use the following methodical
approach to selecting the most appropriate for the company restaurant industry
innovations, including the type and availability to consumers:
1) Classification of innovation for their uniqueness and internal capacity of an
institution to implement a restaurant business innovation in specific environmental
conditions. We recommend to use a special matrix "Uniqueness - Internal feasibility
of application of innovations in the entreprise";
2) "screen out" those innovations that are inappropriate and unacceptable to
implement for companies of a particular type of restaurant facilities and accessibility
for consumers;
3) selection of innovations that can be implemented, and to determine the
advantages and disadvantages for selected companies of a specific type of restaurant
facilities and access for consumers. In the case when the innovation is simulated, that
is new to the company or a market, but not in the restaurant business as a whole, as a
basis for the evaluation of advantages and disadvantages are data on the
implementation of innovations in other institutions restaurants. When talking about a
completely unique innovation, based on the strengths and weaknesses we recommend
to use forecast data or data based on expert opinion of specialists;
4) evaluation of the risk of loss and the beneficial effects of innovation in the
company restaurant industry by positioning matrix "Risks of losses - Expected useful
effect";
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5) final determination of directions of innovative changes in a specific
enterprise restaurant.
Today there are a huge variety of changes in the restaurant business enterprises
in the development process. However, innovation occurs only in those enterprises
where the purposeful change which is chosen as the direction of development, with
fixed results, which should have certain changes, and provided all the conditions
under which the process of changes takes place the most effectively. In this regard,
any innovation in enterprise management system must be prudent and thoughtful. As
showed the results of our studies, in Ukraine in the way of effective implementation
of innovation in enterprises restaurants, there are some problems, primarily
qualification inadequate to implement innovations of personnel, lack of financial
motivation and low financial resources of the whole enterprise, resistance of the staff
of the enterprise to innovations which in its turn lengthens the time of its implement.
Exploring more detailed the aspects of innovation in the management of the
restaurants, it is worth noting that in the literature so far there is no unambiguous
interpretation of the concept of "innovation in enterprise management system." For
example, L. Prokopyshyn [6] defines management innovation as a change of content
features, technology and the organization of the management and administrative staff
working methods that increase the efficiency of enterprise under uncertain impact of
environmental factors on it by the use of competence management and the use of new
information technologies. Along with this, L. Chernobay and P. Kyshenia [10]
offered to consider the term "innovation management system" set of implemented
and improved organizational and technical decisions of the administrative,
commercial and otherwise which cause changes in the form of cooperation and
development relations of management expressed in the laws and principles of
management, as well as the purpose, function, structure, methods and process of
management. More suitable opinion on the definition of the nature of managerial
innovations introduced in his book "HR organization" A. Kybanov [9]. He suggested
understanding by managerial innovations any organizational solutions, systems,
procedures or methods of administration that significantly differ from the practices
that have developed in the company, and was first used in its operations.
However, since many tasks in the management of any of the restaurants can be
combined, bringing to perform some basic management functions: planning,
organization, motivation and control, then, in our opinion, directions of possible
innovations in the management of the restaurants are methods of the realizations of
the above functions, as well as their distribution across the enterprise through the
organizational management structure.
The basis for managerial innovations are changing tasks that solve the
enterprise restaurant management, which in turn is caused by objective reasons for
changes in the external environment for its functioning. However, we believe that in
restaurant enterprises, it consists of three mechanisms which interact. These are:
1) structural mechanism;
2) mechanism of making decision, which allows to carry out internal and
external selection of innovations for restaurants and catering enterprises;
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3) information mechanism that provides the activity of the two previous
mechanisms.
To solve problems of innovative development of the restaurant business, first
of all, you need to track changes occurring in the domestic and global markets
catering business, paying particular attention to key trends in science and technology.
To do this, use the following methods:
- The method of structural and morphological analysis - it can be used to detect
new restaurant developments, on the basis of which will form the innovation strategy
of the company;
- Method of determination of the publication activity - analyzing and tracking
information in stages, you can determine at what stage of the life cycle is the
restaurant innovation in different countries, and on the basis of results to develop
recommendations for the formation of innovation strategy;
- Method patents analogs - as restaurant business abroad only makes out a
patent on the ideas which have practical significance, you should, track the areas
where power patents analogs grows faster, thus you can set the direction of
innovation leading restaurant companies in the development of productive capacity.
Next, select the form and innovation of development strategy, depending on its
selection is the choice of subject specialization of any restaurant company, the
technologies of its basic and auxiliary production, adjusted control system and the
perception of the environment in relation to the restaurant business.
Thinking through the full range of innovative measures, marketing and
economic departments of enterprises should calculate the amount of expenditure
necessary for the implementation of restaurant innovation, as the innovation life cycle
of restaurant has great length, therefore, the same quantity costs undertaken at
different times, and the obtained result is economically unequal. Using the method of
discounting can resolve this contradiction.
Choosing an innovative project must also take into account the interests of the
investor. Investors must be sure that the expected revenue from restaurant innovation
can cut costs, debt repayment and ensure the payback of their investment.
To determine the investment attractiveness of the innovation project it is
necessary to make the examination, consider alternative restaurant innovation. This
takes into account:
- Average annual profitability of restaurant innovation projects and the average
rate of bank credit;
- Payback period;
- Investment needs;
- Stability of earnings;
- Profitability in general and others.
To make the final investment decisions by the restaurant the following criteria
should be considered:
- Lack of more favorable alternatives;
- Reducing the risk of losses from inflation to a minimum;
- Return in a short time;
- Low price restaurant innovation;
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- Stability of earnings;
- High profitability based on discounting.
In a such way they an determine, which innovative restaurant project is the
most advantageous in terms of investment attractiveness.
You must also determine how innovative restaurant company will be active on
the market. You can use the following metrics.
1. Share restaurant products is under the market launch and growth. In deriving
the restaurant product to market they must be approved. This is usually carried out
activities such as tasting (trial portions allow visitors to learn about new foods free),
presentation (prepared in advance invitation stating designed menus, entertainment);
organize holiday parties, family celebrations in the restaurant (meals offered and
drinks that are not included in the daily menu and wine list, you can taste only during
the event), interest clubs (gourmets, lovers of beer, wine and cigars).
2. Value of intangible assets in terms of technology and research licenses and
patents in the total assets of the restaurant business and the value of tangible assets.
3. The share of venture capital funding in the restaurant business.
4. The relative level of knowledge-intensive restaurant products that use the
latest high-tech private enterprise development and unique ideas and activities of
other companies that develop new markets and restaurant products with promising
business ideas that would greatly increase sales and profits in the short term [ 4].
In innovation processes, in addition to managers and marketing professionals
and all the staff restaurant business are directly involved. In this case, the
implementation process will be vertically downward. If innovations are implemented
successfully, this vertical integration involves consumers. In this case, it becomes
possible to spread horizontally: the success of innovation allows the company to
increase sales, increase the number of customers and at the same time causes the
desire of competitors to repeat its success.
In summary, we propose the concept of "innovation in the management of the
restaurants" to understand the set of implemented innovations related to process
management as separate units, and now restaurant industry as a whole and affect the
partial or complete alteration of enterprise management system. We believe that the
implementation of managerial innovations should be, on the one hand, addressed, ie
be focused on specific strategic and tactical objectives of the enterprise restaurant
management, and on the other it must be a multi one because changes in one
subsystem restaurants and catering enterprises cause changes in its other subsystems.
In addition, managers of institutions restaurants should be aware that the process of
innovation is in a certain degree conflict and risky, as in the course management,
usually uncertainty result is manifested.
Conclusions from the study. According to our survey, we can draw the
following main conclusions:
1) Development of the restaurant enterprises is closely associated with a
variety of innovative changes, including those which relate to the management in
these enterprises;
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2) Innovation in the management of the restaurants is a set of implemented
innovations related to process of control units as well as of the restaurants in general
and in some way they affect the alteration of management of the company;
3) it is found out that not all innovations can be implemented or even feasible
for enterprises restaurants depending on their type and affordability for consumers;
4) for scientifically sound reasonable choice of innovation for restaurants and
catering enterprises is recommended methodical approach, within which is estimated
the unique of innovation, the internal capabilities of innovation in the enterprise, the
risk of loss and the expected beneficial effects of innovation.
Conclusion. Thus, the result of innovative development of the restaurant
business will be new ideas, new and improved restaurant products and services, new
processes, new forms of organization and management of the restaurant business.
We believe that the material of this study can be further used in the process of
solving of the problematic aspects of the formation of innovative business strategies
in restaurant industry.
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The management of an enterprise can be carried out only with the existence of
a real operating system that solves the problem of management. We support the view
of scientists L.I. Skibitska and O.M. Skitsitskyi that "if this system is an integral part
of the organization, its activities are managing organization itself and it does not
solve the problems that are different from management, then it can be regarded as a
specialized system or as a system of governance" [1, p. 53].
The corporate governance of the enterprise is a form of administrative
relationships real implementation. This objectively existing substance through which
the management acquires particular content and expression and function management
establishes practical implementation. In reality, management activity is the system of
corporate governance.
The corporate governance system of the company is operating and functioning
in accordance with:
–
The content of management functions;
–
The nature of the relationships that underlie managerial interrelations;
–
Conditions in which the system of governance is emerging;
–
Principles of construction, operation, and transformation that are
inherent to the management system [1, p. 53].
The financial strategy is an integral part of the corporate governance of the
enterprise and is a part of the strategic management of the company.
The financial strategy of the enterprise is a system of long-term decisions to
attract financial resources, financial security and to develop an effective system of
financial management. It occupies a key position in the system of strategic
management, which is determined by two principal factors.
1. The financial strategy is one of the basic functional strategies that has an
essential purpose to provide optimal creation and distribution of necessary financial
resources to maintain financial equilibrium and organize financial risk management
in the particular strategic period. Financial strategy in relation to the overall business
strategy serves as the submission and should be consistent with the strategic
objectives and main areas of financial and economic activity of the enterprise (direct
link).
2. The financial strategy can make the reverse effect on the overall strategy
(feedback). This is confirmed by the fact that very often the lack of the necessary
financial resources serves as a main factor and limitation when selecting and
implementing strategic goals and objectives of the company. It should be noted that
there is some possible independence of financial strategy and basic overall strategy
and that it gives business leaders a free choice in the process of formation.
The main objects of the financial strategy of the company are next:
–
financial resources: non-current and current assets of the company;
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–
sources of funding: own and borrowed capital;
–
set of financial risks;
–
the financial management system of the company and its main aim is to
build an efficient financial structure of the company;
–
tax payments and tax risks as independent objects of financial
management in terms of their performance by the enterprise- taxpayer;
–
financial relations that are arising in the course of financial and
economic activities.
Strategic financial management of the company provides formulation and
implementation of all goals and is corresponding to the logic structuring of the
corporate strategy target area. In the financial and economic literature there is the
different hierarchical structure of the financial strategy offered. The best option of
this structure representation is the "the objectives tree", which reflects the relationship
of all financial goals, priorities and feasibility of the enterprise [2]. “The objectives
tree” is constructed by cascading goals for specific areas of financial management.
Ways and directions to achieve these objectives are defined as part of the
formation of the individual components (modules) of financial strategy and their
components or financial policies. This approach allows the company to determine the
financial strategy as an integrated structural composition of five interrelated and
interdependent modules (financial strategies of the second level) [3]:
1) Strategy of financial resources development;
2) The investment strategies;
3) Strategy to ensure the financial security;
4) Strategy for improving the quality of financial management;
5) Tax strategy.
In our opinion, the financial strategies of the second level should also include l
innovation strategy since innovation helps to reduce the terms of financial goals
achieving compared with the enterprise main competitors.
Also, the appropriate corporate social responsibility strategy should be
included and its implementation will contribute to establishing a balance of interests
between participants of corporate relations. Each of the selected modules of the
enterprise financial strategy has its main goal and system tasks that determine, in
turn, the composition of its elements (financial policies). "The objectives tree" of the
company financial strategy is represented in Fig. 1.
The objective of the first level is the main goal of company financial strategy,
which is maximizing its market value. The choice of the main goal involves
identifying key areas of financial management of the company and includes: control
of own and borrowed resources formation, investment and innovation development,
financial security, building an effective financial management system (improving the
quality of financial management) and management of tax policy.
Thus, the objective of the second level is the dominant trends of the financial
strategy of the company, which helps to achieve the main goals of the company.
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Fig. 1. Objective tree of enterprise financial strategy
Source: compiled by the author [3] and added*.
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Fig. 2. The main components of the financial strategy of the enterprise
Source: compiled by the author [3] and added*.

The objective of the third level is local targets, which serve as the collateral
realization of the objectives of the 2nd level. Specifically, as it is shown in Fig. 1. the
objectives of the local strategy development of financial resources are the goals of
1.1, 1.2 ... 1.n1; and local targets for other dominant areas of financial strategy are
accordingly properly depicted.
In turn, each dominant trend involves achieving basic targets within the
specified direction. Also, between the main areas of financial strategy of the
enterprise there is a relationship and interdependence, shown in Fig. 2. We believe
that the approach to the development of the financial strategy of the company as an
117

integrated structural composition of the seven main areas will allow the company to
concentrate on managing the most important financial components in the long run.
The financial strategy of the company takes one of the main places as the
company strategic component, which is a system of different types of strategies,
emerging and developed for a specified period of time specific to the operation and
development of the company to achieve its goals.
In the theory of strategic management, the construction strategy follows the
principle of hierarchy. And the hierarchy of the enterprise organizational structure
determines the hierarchy of strategic objectives and hierarchy of its strategy. This
principle defines the essential feature of the strategy construction and defines it as a
multi-level structure.
In general, the hierarchical structure of business strategy consists of different
levels [4, p. 56]. We support the view of E.A Bel'tjukov and L.A. Nekrasova that the
number of levels primarily depends on the type of business. In particular, the
diversified company is building a three-tier strategy and highly specialized company
has a two-tier containing business (competitive) and functional strategy. Strategies
are classified according to the following criteria: membership of portfolio
management strategies to the business areas (corporate strategy); belonging to the
strategies that help to achieve competitive advantage (business strategy); belonging to
the strategies that are used depending on internal conditions (functional strategy).
Strategies are distributed at the following levels: Level 1 - corporate strategy; Level 2
- business strategy; Level 3 - functional strategy [4, p. 56].
The financial strategy of the company, as one of the base (functional)
strategies, is serving part of the overall business strategy and must conform to it for
the purpose and objectives. It is very important to determine its place in the strategic
component of a company and in some other functional strategies.
Today there is no consensus as where to place financial strategy among other
strategies of the company. We share the opinion of scholars who acknowledge the
financial strategy as the basic one that ensures the implementation of all other
policies of the company. This is the approach of M. Kurkin, who believes that the
general system of enterprise financial strategy is a basic element that ensures the
effective functioning of the company other strategies [5]. The same opinion was
expressed by V. I. Aranchii and O.P. Zoria, who consider that the financial strategy
of the enterprise is the component of the basic strategy, which "provides through
financial instruments, methods, financial management the implementation of any
basic strategy; the purpose of which is the effective use of financial resources and
management" [6, p. 157]. According to the above-mentioned views, the place a
financial strategy of the company in the strategy set is shown in Fig. 3.
On the basis of recognition the nature and meaning of "financial strategy" and
its place and the role of financial strategy in the strategic set of enterprise, it is
appropriate to allocate its most important characteristics, as shown in Table. 1. These
characteristics are the embodiment of differences that determine the characteristics of
the financial strategy of the company.
The main objectives of the financial strategy are [6, 7, 8, and 9]:
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–
study of the nature and patterns of finance formation in the current
economic conditions;
–
to determine the effective use of the financial capacity of the company
in the long run;
–
identifying promising areas of enterprise financial relationships with
other contractors;
–
formation of an effective financial security of all activities of the
company;
–
identification of reserves and resource mobilization of the company for
most efficient use of production capacity, fixed assets and working capital;
–
definition of measures to ensure financial security on the market;
–
to ensure effective investment of temporarily free funds of the enterprise
to obtain the maximum financial results;
–
to determine a successful financial strategy and strategic use of financial
opportunities, new products and training to work in the markets, their organizational
structure, and technical equipment;
–
study of financial strategic views of possible competitors, their economic
and financial feasibility, development, and implementation of financial stability
measures;
–
development and options for financial resources formation and an
effective financial management during the crisis or unstable financial condition of the
company;
–
to study the ways to resolve the crisis management and crisis conditions
for enterprises, etc.
The financial strategy of the company is based on the set of principles that
actually describe the process of building a strategy. The basic principles of design
process, development of financial strategy of the enterprise include [8, p. 72-84]:
–
the principle of building process based on strategic thinking of
managers;
–
the principle of building process based on a strategic vision of the future
by the managers of the enterprise;
–
the principle of process efficiency;
–
the principle of process orientation to ensure the "strategic relevance";
–
the principle of feedback opportunities between performers during the
individual stages of the process;
–
the principle of the clear separation process of operations of separate
groups for certain functional stages of its implementation;
–
the principle of scientific approaches to the study of administrative
actions;
–
the principle of synergy in the mutual solution of projected strategic
management actions;
–
the principle of the value formation during each stage of the process.
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Fig. 3. The place of financial strategy in the company` strategic set
Source: developed by the author.

The authors has analyzed the economic literature [8, p. 102; 10, p. 13; 11, p.
302; 12, p. 7; 13, p. 7; 14, p. 18; 15, p. 160-162; 16, p. 109-113; 17, p. 328-330; 18,
p. 129-131; 19, p. 148-154; 20, p. 208-214]. There are many opinions about the
selection of formation and implementation stages of the financial strategy of the
enterprise. They are represented in Table. 2. In the analyzed approaches, authors
identify the number of steps, ranging from 5 to 15 that give the reason to believe that
there are two common ways of representation: compressed and expanded. In our
opinion, because the formation and implementation of the financial strategy of the
enterprise are very complex and multifaceted, it is not necessary to build only five
(L.H. Kvasnii) or six or seven stages (H.O Partyn, I.M. Shniak, O.Iu. Masliennikov,
O.H. Derevianko). A more appropriate way to our opinion, is an expanded
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presentation in order to systematize separate stages and merge them into blocks or
phase, as proposed in the H.V. Blakyta [8, p. 102].
Table 1
The main characteristics of the financial strategy of the enterprise
The characteristics that determine the
elements of the financial strategy of the
enterprise
One of the most important types of functional
business strategy
The strategy, which covers the scope of
financial activity
The strategy that is aimed to ensure the
implementation of the corporate (business)
and enterprise business strategy *
The strategy, which is formed on the basis of
financial interests of the company owners

Scientists who determine relevant differences in
the formulation of the concept essence
I.O. Blank, V.D. Nemtsov, L.Ie. Dovhan, J.D.
Hunger, T. Wheelen
I.O. Blank, V.V. Bocharov, P. Kaplan,
D.
Norton, Jl.O. Kovalenko, L.M. Remnova, A.M.
Poddierohin, O.V. Pavlovska, J.D. Hunger, T.
Wheelen
H.B. Kleiner, J.D. Hunger, T. Wheelen
H.V. Blakyta

I.O. Blank, V.V. Bocharov, I.V. Ivanov, V.V.
The strategy that is based on the effective use
Baranova. V.D. Nemtsov,
L.Ie. Dovhan, J.D.
of internal financial potential of the company
Hunger, T. Wheelen
The strategy, which directions should allow
I.O. Blank, V.V. Bocharov, R. Kalan,D. Norton,
for timely adaptation to changes in the
V.D. Nemtsov, L.Ie. Dovhan
external and internal environment *
Basic strategy, which ensures the effective
M. Kurkin, V.I. Aranchii, O.P. Zoria, I.A.
functioning of other strategies of the
Lisovska
enterprise *
The strategy that generates long-term I.O. Blank, H.V. Blakyta, L.S. Martiusheva, O.O.
Halieieva
financial goals of the company *
The strategy, which has direct and indirect
relations with corporate (business) strategy M.D. Bilyk, I.A. Lisovska
and the strategy of economic units *
Source: the author has systematized the studies [8, p. 21-22] and added (*).

The results of a detailed analysis of the nature and content of individual steps
that are proposed in the scientific works of various authors allow grouping them into
four blocks:
1) Identification of key elements of the financial strategy of the enterprise;
2) Diagnosis and assessment of strategic opportunities for financial
development of the enterprise;
3) The development, selection and evaluation components of the financial
strategy of the enterprise;
4) Implementation and control (monitoring) of the financial performance of the
developed strategy.
We believe that the dominant systematic development of enterprise financial
form the basis of the organizational mechanism of financial strategy development in
the corporate management.

121

Table 2
Approaches to the formation and implementation stages of the company
financial strategy
Source*

Name of the stage

21

Retrospective analysis of strategies and characteristics of
their design. Corporate strategy
Determination of the main purpose (mission) of financial
strategy. General financial strategy
Determination of the period of the financial strategy of the
company
Analysis of external financial environment factors
Analysis of internal financial environment factors
Comprehensive assessment of the company financial
condition
Formation of philosophy of company financial
development
Evaluation of the enterprise (products) competitiveness
Market situation assessment
Enterprise potential evaluation
Determining the necessary tools to develop a financial
strategy
Establishing strategic objectives of financial activity
Development of financial policies. Formation of financial
plans
Specifying the objectives of financial strategy
Formation of financial strategy
Formulation of targets
Identification of target standards
Determination of criteria for selecting a financial strategy
Definitions of key financial decisions to achieve the main
goals
Development of options for the financial strategy of the
enterprise
Evaluation and selection of optimal variant of financial
strategy
Substantiation of ways to implement the chosen type of
financial strategy
Evaluation of developed financial strategy
Detailing the selection of enterprise financial strategy
Preparation and approval of a financial strategy as a
document
Overcoming strategic gap in the plan
Implementation of developed strategy
Assessment of the strategy, mission adjustments (if
necessary). Evaluation of a strategy quality
Control (monitoring) of the implementation of the
developed financial strategy

1
2

22

23
1

24

25

3

2

1

1

2

2

1

3
4
5

3

26

27

28

29

4

30
1

31

1
1

1

2

2
1

1

2

2
3
4

2

1

3

2

4

3

3

6
6

7
7

3

5

2
3

5

4
7

2

4
4
4

8
9

6

10

4

3

5
3
5

7

4

11

5

6

12

6

6

5

3

5
13
14

11

4

8

8

9
10

6

5

9
11
10

7

5
6
7

15

6
7
8

6

8
9

7
8

4
5

4
6
5

* Source: systemized by author through 1 – [8, p. 102]; 2 – [10, p. 13]; 3 – [11, p. 302]; 4 – [12, p. 7]; 5 – [13
, p. 7]; 6 – [14, p. 18]; 7 – [15, p. 160-162]; 8 – [16, p. 109-113]; 9 – [17, p. 328-330]; 10 – [18, p. 129-131]; 11 –
[19, p. 148-154]; 12 – [20, p. 208-214].
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