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17 Public policies and social
enterprises in Europe:
the challenge of

institutionalization

Jean-Lowis Laville, Andreia Lemaitre and
Marthe Nyssens

Overview

The objective of this chapter is to sketch the different types of \public poli-
cies that have contributed to shaping the institutional ent of
European social enterprises. A central assumption is that\ social enter-
prises are characterized by socio-political embeddedness/ Indeed, these
public policies are the results of interactions between

social enterprises and representatives of the p @o es’However, the
accommodation between the views of social and those of public

e understand the differe
mission of European

e identify the impa § policies on the goals of European
WISEs. C)

that have helped’shape the institutional environment of work integration
social enterprises (WISEs). It demonstrates that policy models are various,
and that different models can coexist within one country.

A central assumption is that WISEs, and more generally the third sector,
are characterized by social and political embeddedness. Stated differently,
WISEs, which are economic institutions, develop from social constructions
embedded in society in general, and in the political context in particu-
lar. They therefore reflect the changing regulatory role of the state. Public
policies, for their part, develop from interactions among social actors, par-
ticularly interactions between WISE entrepreneurs and public authorities.
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The chapter is divided into two parts. The first part (section 1) deals
with the question of institutionalization and embeddedness, with a view to
defining more accurately the analytical framework that has been chosen.
The second part (sections 2-5) tests, on the example of WISEs, the heuris-
tic value of this framework.

1 Analysis of organizations and institutions

The relation between economic initiatives and their context raises theo-
retical problems that we have summarized in three parts (Sections 1.1 to
1.3), each of which corresponds to a distinct conceptual approach.

Historically, researchers have approached this topic through organiza-
tion theory. From the standpoint of both neo-classical economics and
sociology, the choices made within this framework have two limits. First,
they view the context as an environment whose pressure is assimilated to
a contingency; in this perspective, organizations have no influence on their
environment. Second, in a contract perspective, they reduce the subject
to an actor whose behaviour within the organization is only-strategic.

these approaches analyze the link between organizatiens.and, public poli-
cies. For example, as Bode et al. demonstrate in f
the goals and practices of organizations are by requirements
linked, among others things, to legal frameworks that encourage the
homogenisation of organizations.
However, it is important, when
community-based organizations an

ing the interactions between
lic policies, to include more
¢ possibility, however limited,

works on forms of re o1 within organizations (an impact that is
i ). Such an approach, which could be
ddedness approach, also allows us to consider
( f democratic innovation — in the present case,
democratic innovations supported and brought about by WISE entrepre-
neurs in the field of public policies.

We will now present a more detailed analysis of the strengths and limits
of each of the conceptual approaches that we have just sketched; the third
approach will then be tested on WISEs and will constitute the analytical
framework of this chapter.

1.1 Analysis of organizations, contingencies and contracts

Neo-classical economics focuses on the analysis of markets and consumers’
behaviour. It reduces the role of the firm to its simplest expression, as a
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function of maximizing profit under the constraint of the production func-
tion. In this framework, organizations are a black box. Untl recently,
economic theory thus left very little room for organizations. Recent devel-
opments of contract theory (Eymard-Duvernay 2004) analyse relations
among economic agents within organizations. In this type of analysis,
organizations and standards can be reduced to a set of contracts, held
together, within a framework of imperfect information, by the balance of
interests among ecconomic agents. While contract theory allows us to
analyse a vast array of interactions among individuals, it assumes, at least
implicitly, that no institution 13 required beyond these contracts, which de
facto constitute an extension of the market sphere into these organiza-
tions. The same system of reference is adopted in strategic analysis, which
focuses on ‘a set of power relationships expressed as games within the
frame-work of which relatively autonomous actors pursue divergent inter-
ests and negotiate their contribution to the whole’ (Crozier and Friedberg
1977). However, we need to ask ourselves where the rules 6f the games
originate, and how they are chosen and implemented.

of organizations emerged as a response to a Marx
work that dealt with the enterprise in the light of
ownership dictating the organizational form. I
what had to be underlined was the

organizational action such as it emerged [rom daily efforts to ‘create
effective co-operation among the members ‘of an/ organization within the
I’ and economic constraints’ (Crozier
1989: 46). Finally, sociological af of organizations explain that a
social system of enterprise is t.of complex collective responses to

a contingency: that of its ex e wifonments.
With regard to these externalenvironments, the research school dealing

1994: 79). Worl

constraints (B

thah

structural varia

izational responses to technical and market
stafker 1961; Lawrence and Lorsch 1973; Mintzberg
textual variables ‘of course allow for the possibility of

Piotet and Sainsaulieu 1994: 83). Contingency analysis
focuses on ‘the reactions of organizations faced with environmental
constraints’. It has two underlying premises: (i) the issue of adaptation to
an environment is considered to be a factor that is, by definition, external
to the firm, and (i) it interprets the environment primarily in technical
and market terms.

Piotet and Sainsaulieu point out the difficulties inherent in methods
employing these types of orientation: they show how the concept of environ-
ment inadequately conveys the situations of the public sector and, more
generally, of organizations that are highly regulated by legal mechanisms.
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Societal dimensions of the environment are also mentioned, and it is noted
that ‘analysis of the environment is not limited to the analysis of the
product’s market within a competitive economy’ (Piotet and Sainsaulicu
1994: 111). These observations do not prevent the authors from concluding
with a diagnosis of structural adaptation in which understanding of the
environment remains focused on techniques and markets, and leads to
‘the hypothesis of a possible optimisation between the organization and
the environment’ (Piotet and Sainsaulieu 1994: 112).

Thus, there are two limits to the explanatory capacity of organization
theory: (i) the idea of adaptation in contingency analysis, which implies
that organizations have no influence on their environment and which, in
addition, focuses principally on technical and market environments, and
(i) the autonomy broached in terms of contracts and power games, which
fails to take into account the consistency of subjects capable of reflection

and action.
Neither economics nor the sociology of organizations resolves guestions
on the relationship between orgamzatlonal forms and soc1e swering

mnstitu-
d economic

such questions presupposes a shift in focus from organiza
tions; such a shift is at the core of the new sociologi a@
approaches

3

1.2 Neo-institutional approaches, netw 7
reproduction

es converge around a few points,
n economic life or contributing
04: 76-7). According to North
manly devised constraints that
e made up of formal constraints
1al constraints (norms, conventions, and
d their enforcement characteristics.

y’ creates a rupture in the economic analy-
sis of contracts. hy developing concepts such as limited rationality!
calls nto questlon the premlse of perfect ratio-

The so-called ‘neo-institutional” appro
such as assigning to institutions a maj
to defining behavioural routines

(rules, laws, constitutions)
self- imposed codes of

is essentially uncertain. Last, it acknowledges that the market is not the
only mechanism for allocating resources. According to Williamson (1975),
the enterprise provides an alternative approach to market co-ordination.
In this framework, the theory of transaction costs analyses which organ-
izational forms minimize transaction costs among the various stakeholders
(see Chapter 1 of this book) in a context of incomplete information (Nyssens
2000). This 1s an essentially comparative approach, since it asks which insti-
tutions are most efficient in reducing uncertainty and transaction costs.
As Eymard-Duvernay (2004: 48) notes, ‘the approach of the economics
of transaction costs is at a crossroads: it can be based on a contractualist
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approach framework ... it can underline the institutional dimension of
transactions’. As a matter of fact, while it moves away from contractualist
theories by postulating the extreme uncertainty of the socio-economic
environment and by recognising institutional diversity, it resembles these
theories in its utilitarian conception of the actor.

The description of institutions introduced by Coase (1937) and taken
over by Williamson (1975, 1985), who uses transaction costs to explain
them, has been criticized by Granovetter. The latter maintains that enter-
prises are not more efficient than markets and underlines that, as is common
with functionalist analyses, these two authors implicitly assume that every
problem raised has a solution, without spelling out which mechanisms
make this possible. They only deal with the question of ‘Why are they
institutions?’, but not with the question of ‘How do they emerge?’
(Granovetter 2000: 214).

Faced with this economism, sociological neo-institutionalism and the
new economic sociology defend their conception of institutions as social

1 relationships.
of markets and

other individuals, and
s; the latter are defined

choices are relative to the choices and be
to the personal relationships prevailing in
as an ongoing set of contacts or socig
groups of individuals. Embeddedf
the ‘relational’ aspect focuses-on~p
aspect is centred on ‘the stn @
tionships’. The second ct.allows
structure that do not
from constituting the

an be broached from two angles:
onal relationships’; the ‘structural’
e general network of these rela-
us to analyse segments of the social

cannot really . tood without studying the process from which it
ution has several potential histories; it results from the
crystallization_of certain particular personal relationships. Thus, network
analysis must be’used to understand the factors explaining institutional
formation since, for Granovetter, institutions can be defined as ‘congealed
social networks’.

However, network analysis must not overshadow the contexts within
which these networks exist. The phenomenological approach in neo-insti-
tutional sociology has examined the relationship between economic action
and cultural order. It highlights ‘the impact of cultural interpretations on
the everyday behaviour of economic actors’ (Magatti 2004: 49). This anti-
utilitarian and constructivist institutionalism takes into account systems of
meaning and symbolic frameworks, and the cultural registers associated
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with social practices (De Léonardis 2001). Economic action is framed
through practices and standards associated with beliefs, roles, scenarios
and habits — and sometimes even myths. ‘Institutions establish cognitive
and normative regularities’, and organizations rely on legitimate and
socially accepted institutional models (Rizza 2004: 95).

While obliged to respect efficiency criteria, organizations are integrated
into environments that are characterized by the presence of institutions
exerting a continuous action of standardization on their activities. The
institutions accomplish this by communicating criteria of legitimacy that
define the operating procedures and margins of success for these activities.
This 1s what DiMaggio and Powell (1983) have demonstrated through the
concepts of organizational field and institutional isomorphism. The organ-
izational field is made up of the various actors (such as enterprises, public
organizations, associations, unions) that provide reference standards and
introduce beliefs influencing various dimensions of the life of each organ-
1ization. Institutional isomorphism refers to the trend toward flomogen-
isation within a given field, (i) by imitation of the prevailin
operation, (ii) by pressures exercised through organizations-a
or (i) by coercion, within the framework of legal ratio 1@
Chapter 15 of this book).

With the notion of institutional isomorphism, geio” and Powell
(1983) focus on institutional reproduction, which-
routines and identified at the level of prod
significantly to understanding how an org ultimately influenced
by its environment, irrespective of thé organization’s originality or the
impetus for change it initially suppo Nevertheless, their framework is
of limited use for apprehending
which may persist, at least to
innovations.

s They contribute

primarily concerned with reproduc-
el. However, it may be complemented
1ality’, as Magatti would put it (2004), which
d on the type of historical analysis developed

by another ‘level o
1S More macro sin

by Polanyi.

1.3 Political embeddedness

For Polanyi (1944), political embeddedness refers to the way the economy
is integrated into the political order. The economy is an institutionalized
process in the sense that political rules control the forms of production
and circulation of goods and services. Polanyi viewed modernity as the
trend towards disembeddedness of the economy, which shows through
the autonomization of the economic sphere, assimilated to a self-regulating
market. Viewing the market as self-regulating, i.e. as a mechanism that
matches supply and demand through prices, leads to overlooking the
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mnstitutional changes that allowed its emergence and to forgetting the insti-
tutional structures that make it possible. In reality, the integrating factor
constituted by the system of prices does not emerge only from economic
exchange, but from an institutionalized process, 1.e. it is socially organized.

The rationalistic and atomistic premises of neo-classical economics
regarding human behaviour allow us to study the economy using a deduc-
tive method. This method uses the aggregate of individual behaviours in
the market. Neo-classical economics excludes non-market phenomena from
the analysis, except for explaining them — as does neo-institutional eco-
nomics — as being the result of market failures; other institutional solutions
(such as organizations, state intervention, the third sector) are only under-
stood as ‘complementing’ the market, which is considered the first solution
(Nyssens 2000). Political embeddedness is a fertile research concept since
it differentiates itself from such an approach, embracing an analysis of insti-
tutions that does not reduce them to their supposed efficiency, but also
emphasizes their role in the constitution of a democratic framework for
economic activity.

The question of the relationship between economy—an ocracy
cannot be regarded as secondary; Polanyi suggests a }@b ematization of
this question that extends the research initiated by cers of economic
sociology on the relationship between economy, . Its originality
may be summarized as follows.

In pre-capitalist societies, markets ane Timi

and most economic

phenomena that can be isolated are embedde norms and institutions
that predate and shape them. The ern ccorfomy distinguishes itself by
its propensity for disembeddedn . by the autonomization of the

economic sphere, which is assintilate a self-regulating market. However,

this propensity, because it «i society, generates a reaction of the
of ‘ré¢-embedding’. Real markets give way

embeddedness is’only a general trend; indeed, the existence — besides the
numerous market relationships — of non-market and non-monetary eco-
nomic poles in the economy bear testimony to the persistence of many
forms of embeddedness. Consequently, despite the significant impact of the
project of a market society, the political embeddedness of the economy has
not disappeared — and can be studied — in contemporary society. This polit-
ical embeddedness is expressed, among other ways, through social rights
and legislative and regulatory mechanisms, such as collective bargaining.
Market autonomy is a liberal chimera that is periodically updated and
thwarted through the creation of regulatory institutions. Societal initiatives
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emerge as a response to deregulatory pressures, ensuring that the func-
tioning of the economy is embedded in rules bearing testimony to the
respect of the democratic framework.

Thus, if we dialectize Polanyi’s approach, we can hypothesize that econ-
omies in modern democracies are characterized by two trends. The first
is the trend toward disembeddedness, the economy being reduced to a
self-regulating market and to a single form of enterprise. The second is
the opposite trend: a trend towards the political re-embedding of the
economy. Relying on this interpretation with a view to explaining the rela-
tionship between third sector organizations and public policies, this chapter
1s thus based on a conceptualization expressed in terms of political embed-
dedness of economic activities. It approaches political embeddedness of
the third sector though interactions with public authorities — interactions
whose mutual effects vary considerably in terms of intensity and modali-
ties over time.

The notion of the political embeddedness of economic activiti
seeks to shed light on all relations between public policies a
organizations. While the third sector cannot be apprchende thout
analysing the public regulation to which it is subject, g ent regula-
tion alone does not determine the forms that the third sector has taken.
We cannot fully understand the social construc f the/third sector
through an approach that analyses public poliei
mous field. Historically, this social construction” hag—been influenced by
projects initiated by various social actors through their existence,
have helped shape public regulation. Xhus, the-eonstruction of this field
cannot be considered as the mere prod F'a ‘public’ construction. Rather,
it is the result of interaction am terogeneous third sector organiza-
tions and public policies.

We will now refer to
order to test its heuristic 1e ¢ for the field of WISEs in the European
Union.

2 The pioneé nitiatives

In the European Union, the pioneering WISE initiatives were launched
in the late 1970s—carly 1980s, without any specific public scheme to support
their objectives. In a context of increasing unemployment and social exclu-
sion, social actors did not find public policy schemes adequate to tackle
these problems. Initiatives thus emerged as a protest against established
public policies and pointed at the limits of institutional public interven-
tion practices towards those excluded from the labour market: long-term
unemployed people, low-qualified people, people with social problems, etc.

Most pioneering WISEs were founded by civil society actors: social
workers, associative militants, representatives of more traditional third
sector organizations, sometimes with the excluded workers themselves.
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Table 17.1 Distribution of some types of WISE in the European Union according to
type of founders

Groups of citizens, with a Excluded persons, with a Public—community
general interest objective (1980s) self-help objective (1990s) partnership
COSO Italy STO Finland LV Denmark
EFT, ES Belgium WCO UK KB Germany
EI, AI France EI Spain RQ France
BLUI Germany SK Sweden SF UK

EI Spain EIN France CB UK

LD Ireland

Note: See Chapter 1, Appendix 2, of this book for legend.

Most of these initiatives were launched by persons whose main objective
was to help persons excluded from the labour market, i.e. they were created
in a perspective of general interest. In some countries with ¢
co-operative entreprencurship, some pioneering 1n1t1at1v
by the workers themselves, relying on a self-help dyna 2

tries such as Germany or Denmark, probably re c e fact that the
third sector and the public sector were closely 1 /Different types
of initiators of WISE can coexist in the s . In France, for

‘long-term work integration enterp
help dynamic and some ‘neighbourhood enterprises’ (régies de quartier) have

been supported through a p h'p between the inhabitants and local
public bodies (see Tabl .

aonalization of WISEs should be studied in the
context of t ‘o active labour market policies. During the 1980s,
public bodies, faced with high rates of unemployment and a crisis in public
finances, developed policies that aimed to integrate the unemployed into
the labour market (through professional training programmes, job subsidy
programmes, ctc.), instead of relying only on passive labour market poli-
cies based on a system of allocation of cash benefits to the unemployed.
In this context, it seems that WISEs have increasingly represented a tool
for implementing these active labour market policies — a ‘conveyor belt’
of these policies. Indeed, they were pioneers in promoting the integration
of excluded persons through a productive activity. The first WISEs actu-
ally implemented active labour market policies before they came into
institutional existence.

6



4584 SOCIAL ENTER-C/rev 14/6/06 9:29 am @e 281

Public policies and WISEs in Europe 281

However, we can observe, at least at the beginning of these processes of
public institutionalization of WISEs, that some countries, such as Sweden
and Denmark, which are characterized by a long tradition of social poli-
cies, used programmes other than employment programmes to sustain such
ploneering initiatives; one example is the ‘Social Development Programme’
in Denmark. In other cases, WISEs whose main target groups are disabled
people have also been recognized through traditional social policies.

In some countries, such as the United Kingdom or Spain, where welfare
spending in general i1s low and labour market policies in particular are
underdeveloped, pioneering initiatives received little, if any, public support.
This also seems to be the case, in all the countries surveyed, for initia-
tives that rely more on a self-help dynamic. Indeed, public bodies seem
to consider that workers developing their own initiatives should be consid-
ered as carrying out ‘normal business’ and do not need to receive any
special support, even though they are at risk in the labour market regarding
their profiles of employability.

3.1 The ‘second labour market’ programmes

as Belgium,
y offering inter-
mediate forms of employment, between employment policies and social
policies; the so-called ‘second labour marke
reduction, funded by the state, in employer costs:These programmes were
based on the observation that, on t hand, a number of unsatisfied
social needs existed and, on the o and, a large number of people

1 Tabo arket programmes thus tried
s in arcas where they could satisfy
of bo cating jobs for unemployed persons
@ pending. Examples of such programmes
eduction programmes’ (programmes de résorption
mployment-solidarity contracts’ (contrats emploi-

ce, the ‘work creation measures’ (Arbeitsbeschaf-
in Germany and the ‘Community Programme’

social needs, as a means
and curbing mainstream

du chimage) in Belgiun
solidarité, or C
Jungsmassnahmen, B
in Ireland.

In these countries, this framework opened for many WISEs a space in
which they could pursue their multiple mission, namely creating jobs for
unskilled workers and carrying out a productive activity, and sometimes
also producing social services. But the limitations of this kind of programme
now appear quite clearly. The major problem from the point of view of
the public bodies has been the gradual emergence of a second labour
market which did not provide the real ‘bridge’ between unemployment
and employment that the policies’ designers had intended to create (Martin
2000). Indeed, evaluations have shown that the probability of finding a

)
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‘conventional’ job is actually lower for workers who have benefited from
these programmes than for those who have not. This is linked to a second
problem, at least for WISEs engaged in production with a collective dimen-
sion, such as social services meeting needs left unmet by traditional
organizations, be they public or private. Indeed, job integration and the
provision of collective services are coming to be regarded as one and the
same. This ‘social management’ of unemployment is a mechanism that
leads to the devaluation of the jobs created, generating a range of perverse

and unintended effects for the promoters of the projects and for users
alike.

3.2 From the ‘second labour market’ to ‘activating’
labour market policies (after 1994-5)

We have witnessed, across all European countries, an evolution over time
in the kind of active labour market policies public bodies have developed;
this evolution has reflected the changing regulatory role o tate. Since

tion of policies — which could be referred t
more the employment goal. We have seen the deyclopment of a wide range
of temporary subsidies conditional on hir ns belonging to groups
who are ‘at risk in the labour market’; simultaneously, direct job creation
through the second labour marke been declining. These ‘second gen-
eration’ measures are generally
or not-for-profit), developin arket logic in this field. The objec-
tive of this kind of o facilitate the transition between
unemployment and th¢ labour market through temporary subsidies
aimed at helping t
Activating lab

policies find their most significant expression
in the differen S ‘integration contracts’; these are agreements
between p s@ registered as unemployed and the Labour Offices. These
contracts includé an agreement on the rights and duties of both parties
with a view to ensuring the quickest possible integration into the first labour
market according to the profile of the unemployed person. If the unem-
ployed person refuses to co-operate, for example by rejecting reasonable
employment offers, the labour administrations can reduce social benefits.

In some cases, this ‘active welfare state’, which suggests a return of the
concept of responsibility in the field of social and employment policies, has
fostered co-operation with social enterprises, especially at the local level.
Indeed, we have to underline the increasing responsibility of local public
authorities, whose autonomy to organize training and design and imple-
ment work-integration paths has increased. This seems especially to be the
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case in countries such as Germany, Denmark or Sweden. In this frame-
work, social enterprises, for-profit enterprises and public organizations are
on an equal footing as regards ‘integration contracts’ and, therefore, a quasi-
market logic is de facto implemented.

3.3 The accreditation of WISEs

In some countries, WISEs are officially recognized and a specific public
scheme supports their mission at the national level (this is, for example,
the case in Portugal, France, Ireland and Finland) or at the regional level
(for example in Belgium, Spain and Italy).

This legal recognition, by public authorities, of the mission of integration
through work performed by WISEs allows, in most cases, a more stable
access to public subsidies, but in a very specific way. Indeed, some tempor-
ary subsidies are granted to start the initiative and to make up for the
‘temporary unemployability’ of the workers. In fact, these publi¢\schemes
are a tool of active labour market policies. In this sense, t cognize
and support the actions of WISEs and, at the same time; they ence
their objectives and target groups, as we will develop e@.

In some cases, these labelled soc1al enterprise

‘social purpose company’ (société a finalité sociale/ v chap/met sociaal oogmerk)
in Belgium or that of ‘community interest company i the UK.

However, the analysis of the ge patterns of labour market policy
s to construct a typology of the
countries surveyed.

The first group (whi

WISEs have b developed, but there is an increasing collaboration
public bodies to implement ‘activating labour market
policies’. As Stryjan stresses for Sweden, the current Swedish labour market
is, to a significant extent, the product of active labour market policy. In
this context, WISESs are not the result of a shortage of active labour market
policies but are, rather, a response to the fact that such facilities either
cannot reach significant portions of the population, or are ineffective for
certain groups (see Chapter 13 of this book). This is quite a new phenom-
enon for these countries, where the third sector is traditionally viewed as
having an advocacy role and not that of a service provider. This first
group corresponds to the “universalist’ group of Esping-Andersen’s typology
— a group in which welfare has traditionally been delivered by the state
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Table 17.2 WISEs and public policies in the European Union countries

Public policies 1980s— mid-1990s 2000s
mid-1990s

Nothing Worker co-ops (S)

Social policies Social development

programme (DK)

Active labour market policies

Second labour CES (F)*
market PRC (B)*
programme ABM (G)*
Com. prog. (IRL)*
‘Activating policies’ - Everywhere in Europe
Specific WISE COSO (I)** EI (F) (By** Social ent. (FIN)
policy schemes ET (Py=
‘Public accreditation’ SEW (IRL)** (\
*CES = ‘employment-solidarity contracts’ (contrats emploi-solidarité), Franc ‘unemploy-
ment reduction programmes’ (programmes de résorption du chomage), Belgium; = Wark creation
measures’ (Arbeitsbeschaffungsmassnahmen), Germany; Com. Prog. = / nity Programme’,
Ireland.

**See Chapter 1, Appendix 2 of this book for legend.

- Passive labour policies

4
( (\\ - Second labour market programme

|:| Other active labour market policies

% of GDP

0.5 .

0 T T T T T T T T T T

Denmark Sweden BelgiumGermany France Ireland Finland Spain EU15  Italy Portugal UK

Country

Figure 17.1 Expenditure on labour market policies in the European Union countries
in 2001 (percentage of gross domestic product)

Source: Eurostat.
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(Esping-Andersen 1999). But, even if there is no official accreditation for
social enterprises in Sweden and Denmark, there is in these countries a
tradition of a co-operative movement. So it is not surprising to see that
there is now a Swedish Minister of the Social Economy rooted in this co-
operative movement, and that there are linkages and lines of communi-
cation between the co-operative movement and new social enterprises.
The countries in the second group (Belgium, Germany, France and
Ireland) still have relatively high levels of expenditure on active labour
market policies (although lower than the countries in the first group) and
large second labour market programmes. The first WISEs in these coun-
tries relied heavily on this latter kind of programme. All these countries,
except Ireland, belong to the ‘Bismarckian’ tradition or the ‘corporatist’
group of countries, i.e. in these countries, intermediate bodies are important
not only for the management of social insurance but also for the delivery
of social services (Esping-Andersen 1999). Indeed these countries (Salamon
et al. 1999) are characterized by a significant presence of not-for-profit
private organizations, mainly financed by public bodies, i
social services. Not surprisingly, it is in these countries tha
labour market programmes’ emerged; they relied on d
ization. The inclusion of Ireland in this second group
odd as it does not belong to this Bismarckian i
Ireland has one of the highest shares of emp

seem rather
~MNevertheless,
the non-profit

. In the-1990s, the countries in
this second group adopted public s specific to WISEs; the only
exception is Germany — which reflects the decline of the co-
operative movement in this cou he”other countries, the persistence
of a social economy secto
some of its original feat
WISEs and the building
(see Chapter 15 of @ ak}:

A third group (Finland, United Kingdom, Portugal, Spain and Italy)
ove eclectic than the other two, but the countries
composing it are ¢haracterized by a low level of expenditure on active
labour market policies and, more fundamentally, by the (near) non-
existence of a second labour market programme. Regarding the develop-
ment of a public scheme specific to WISEs, Italy — as already mentioned
— played a pioneering role in the European Union, thanks to the action
of its strong co-operative movement. In the countries of this group that
do not have such a historical heritage, the situation is in rapid evolution
at the moment, due among other factors to the increasing number of inter-
actions — and probably a certain homogenisation — between European
Union initiatives and national public policies. Portugal and the UK are
now experimenting with an increase in their ALMP, and public schemes
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specific to WISEs viewed as an ALMP tool have recently been adopted
in these countries, as well as in Finland.

3.5 Support to WISEs through public contracts

Another way for public authorities to support the mission of WISEs is
through the contracting out of the provision of goods or services. Indeed,
public bodies can organize their purchases in different ways: that of tradi-
tional market purchases (when the bid with the lowest price, for the level
of quality required, is chosen) and that of purchases motivated by social
or socio-political criteria (see Chapter 7 of this book).

Socio-politically motivated purchases can be made, on the one hand,
when small amounts are involved, in which case public bodies are allowed
to contract directly with WISEs without issuing a call for tender. The
purchases occur in a discretionary way: when they have to buy a product
or service, the (usually local) public bodies simply ‘privilege? WISEs they
know in order to support them and their social mission | the other
ic bodies
have to issue public calls for tenders, some social gnsions can be
included in these public procurement procedures, for example in the form
of social clauses that take into account types of| C er than market
ones, such as the importance of integrating di antaged workers. These
are ways — formalised or not through regulations—"to support both the
production and the work integration goa SEs.

Figure 17.2 illustrates the share of sales ublic bodies in the total
resources of the WISEs of the P roject sample in 2001 as well as
the motivations for these sales1ri Portuguese WISEs’ resources are
not very dependent on cont ublic bodies, whereas a relatively
important part of the res
constituted by sales of s, and services to public bodies.

In Spain, public-
whom winning 2

tract has been, on a number of occasions, a
decisive factor-in E’s success, but the majority of these sales are
on a tradi ‘@» basis> In Denmark and Italy, public contracts are very
mmportant for "WISEs and, conversely to what happens in Spain, the
majority are motivated by socio-political criteria. In Italy, where active
labour market policies were not as developed as in other European Union
countries (see Figure 17.1), the mission of social co-operatives has long
been sustained by public contracts. Indeed, the Italian case is the oldest
in the European Union concerning the introduction of a social dimension
into public purchasing: in 1991, a law was passed which reserved certain
public markets to social co-operatives. But this law had to be re-examined
following objections from the European Commission; as we will see in the
next section, it is at the level of European legislation that the principal
debate in this matter occurs today.
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Figure 17.2 Sales of WISEs to public bodies in 2001*

Black: traditional contracts with public bodies for the sale of goods or services.

Grey: contracts with public bodies for the sale of goods or services motivated by socio-political
criteria.

Av.: average of the results for the sample of the PERSE project.

* In nine of the eleven countries of the PERSE research project; for the two remaining
countries, data were not available.

reating jobs for disadvantaged persons,
financia) resources from the market. It thus some-
to compete in the market with for-profit
companies solely on s’of financial criteria, and some WISEs demand

specific social purposes, s
with the need to genera

contracts is not yetvery extensive in the European Union. They do not
exist in countries such as Ireland, Portugal, the United Kingdom and Spain;
legislation is evolving in other countries (such as Belgium), which are con-
sidering introducing social clauses into public tenders. National and regional
practices in this matter are relatively diverse across the European Union.

3.6 The role of European public policies

What is the role of the European Union, if any, in supporting the devel-
opment of WISEs? The share of WISEs’ subsidies that comes from the
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European Union level is quantitatively low, ranging from 0 to 10 per cent
of the total resources of the WISEs in the PERSE project sample; such
subsidies come mainly from the European Social Fund.

Although quantitatively quite low, European subsidies have in some
cases constituted an important factor in the emergence and development
of WISEs, sometimes opening new channels of resource mobilization at
the national level. The influence of the European Commission also appears
through the elaboration of the ‘National Action Plans for Employment’,
in which active labour market policy recommendations occupy a major
place and explicit reference is sometimes made to social economy organ-
izations in the field of work integration. This has contributed, in some
countries (such as Portugal or Ireland), to the development of public
schemes for WISEs.

Social clauses in public tenders are regulated by different rules inside the
European Union (Navez 2005). Below certain thresholds, national law pre-
vails, but must respect the general principles of the Treaties,
discrimination, freedom of circulation, etc. Above these

purchases and the Agreement on Government Procy
within the framework of the World Trade Organisation;
The debate in the European Commission seem %

money criteria when choosing a provider. ommniission does not pro-
hibit any ethical, social or environmental consideration but the pre-eminence
of short-term financial aspects strongly limits-the possibilities of taking social
criteria into account. Since March 2004; the main debate has concerned the
evolution of the European legislation.and the possibility of taking social and

4 Institutionsz
divergences

ut

ibution to the development of public policies and, conversely,
evof public policies on their development.

The first wave of European WISEs emerged in contestation of traditional
public policies, in some countries with no WISE-specific public scheme
and with no public support, and in other countries with support obtained
through social policies or second labour market programmes. Generally,
these pioneering WISEs relied on a wide mix of resources: market resources,
resources coming from reciprocity and an eclectic range of public subsi-
dies. As we have also already noted, in the 1980s WISEs played a pioneering
role in developing active labour market policies. In Italy, for example, the
level of expenditure in the field of active labour market policies was near

paths: convergences and
al contexts
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zero at the beginning of the 1980s and nowadays is still quite low; social
co-operatives can be considered to have implemented, through a bottom-
up process, the first active labour market policies.

In a second phase, of ‘dialogue’, the development of some pioneering
mitiatives led, in some countries (such as Italy, France and Belgium), to
new public schemes specific to WISEs. We can underline again the
pioneering case of Italy, where a new legal form, the ‘social co-operative’,
was recognized in 1991, beside the traditional legal forms of commercial
companies, co-operatives and non-profit organizations. The really innov-
ative feature lies in the recognition of a legal business form with a social
purpose, rather than in the amount of public money received in itself.
Indeed, these social co-operatives receive de facto much less public
financing than some WISEs in other countries. If some pioneering initia-
tives led to the public recognition of WISEs, at the same time, this
recognition stimulated a boom in these initiatives.

However, this phase of dialogue has not always been smootl
the accommodation between the views of WISEs and those of pul

Indeed,
bodies

ativés in Ireland,
which did not adopt the ‘social economy’ fra n the other hand,
it should be noted that, if public schemes en¢oura e initiatives, they
also exclude others. In France, for instance, theunstigutionalization process
recognized and favoured initiatives launiched by-professional and associa-
tive militant actors aiming at the integrati
populations, whereas the initiati
themselves were, in most cases,

In other countries, such

weakly embedded in the social fabric and
rely on a public tappears to be somewhat artificial (see Chapter
12 of this bo

In other cou still, no public schemes and/or legal forms of this kind
were set up. It seems that particular cultural experiences in these countries
(such as, for example, the decline of the co-operative movement in Germany)
impeded WISEs from becoming a model with an identity of its own. The
situation in these countries contrasts with that in countries such as Italy,
France, Spain and Belgium, where the idea of a social economy or a co-
operative sector that co-exists with a for-profit sector is widely acknowledged.

Beyond the existence or non-existence of public schemes specific to
WISEs, we can observe, in every country surveyed, the increasing influ-
ence of activating labour market policies that are used by WISEs. These
schemes, as explained, tend to give temporary subsidies to compensate for
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the temporary ‘unemployability’ of the workers and are, generally, open
to all kinds of enterprises. They locate, de facto, WISEs in a quasi-market
logic of placement of target groups in the ‘normal labour market’. We will
analyse the impacts of this kind of public scheme on WISEs in the next
section.

Quite often, we observe that WISEs use a mix of different public poli-
cies to pursue their multiple-goal mission. For example, a WISE can take
part in a WISE-specific public scheme and receive the public money
attached to it and, at the same time, hire some workers in the framework
of other active labour market schemes and mobilize social policies to sustain
its mission, whether of social integration or otherwise.

Finally, it should be noted that a ‘private’ path of institutionalization
can coexist with the public one described above; it works through self-
accreditation and self-networking processes outside any legal framework.
In this case, a group of WISEs develop, among themselves, a set of criteria
to be fulfilled in order to be accredited.

5 Public policies and the goals of WISEs

Social enterprises usually have a complex mix of ¢e Chapter 2 of
¢ goals linked to

to the production of goods and services.

What are the impacts of public policieson thés¢ goals? Indeed, if public
policies recognize the existence of Es a ome of their roles, public
regulation also entails a risk of reddcing the autonomy and the innovation

capacity of WISEs.
@ cial integration goal

The dominant model o\ policies tends to recognize only one kind
of benefit, namely these berefits linked to the work integration goal, in
the framework of @ ¢ labour market policies. The final goal of all these
measures is theplacement of the worker into the ‘normal labour market’.
In this sene,@)@ goal’of the social integration of the workers does not fit
well into thisskiid of measure.

wporary character of public support, WISEs tend to provide
transitional jobs, supported by temporary subsidies, and/or try to create
permanent self-financed jobs, after a possible temporary subsidy. The
temporary nature of the subsidies can lead to the phenomenon of skim-
ming. This means that there is an incentive for the enterprises to hire only
the workers most likely to be ‘cost-effective’ by the end of the project and
to retain only those who have attained this level of ‘cost-effectiveness’ when
the subsidized period ends. With the process of institutionalization, WISEs
would tend to adopt a single-goal structure, with the (re)integration of their
workers into the normal labour market becoming their only aim.

\

5.1 Regarding the work
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However, we have underlined (see Chapter 11 of this book) the diver-
sity of the profiles of WISE beneficiaries. There are some workers who
most probably suffer from ‘temporary unemployability’; for those workers,
short-term subsidies can be a springboard either to integrate into the
normal labour market or to stay in the social enterprise without any public
financing. But other groups may suffer from a variety of problems that
have long-lasting effects on their productivity. These people might be
unable to find work because of a shortage of jobs adapted to their profile.
The question is then whether the social enterprise can ecither develop their
human and social capital sufficiently to allow them to find a job in the
normal labour market or develop stable jobs corresponding to these
workers’ profiles. This diversity in the profiles of the workers targeted by
WISEs leads to the conclusion that the types of public scheme (length and
level of public financing) supporting the work integration goal cannot be
uniform for the different groups of workers.

There remain, in the European landscape, WISEs targetin
disadvantaged groups in the labour market; public bodies ac
should give these WISEs permanent subsidies in the framework o ecific
public scheme. However, this is a residual model in the ln®ae of WISE-
specific public schemes. In this case, WISEs are operating 1 a ‘sheltered
labour market’, and they are better able to socially/t eir workers.

5.2 Regarding the production goal

WISEs value their production goal, at léast as a-means of support for their
work and social integration objectiv ed, carrying out a continuous
activity of production of goods-and ices, facing a certain level of
ation of their workers through a
productive activity are all parts ¢ s” identity (see Chapter 2 of this

situations, fulfilling » ¢
vantages’ (Daviste 2004). All WISE-specific public schemes valorise

the production goal — as the main support for

Moreover, a subset of WISEs also provide quasi-collective products
(for example, social services) and valorise this kind of production in itself,
as being important for the collectivity, not only as a means of achieving
their integration goal. The choice of this kind of production is sometimes
indirectly imposed by public schemes regulating these social enterprises
(as in the ‘integration companies’ in Portugal or in the ‘Social Economy
Programme’ in Ireland), which state that WISEs can only develop prod-
ucts that are ‘additional’ to already existing types of products and services,
L.e. that are not provided by a state actor nor by a market actor. In most
cases, this leads WISEs to explore and test new concepts and products,
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with a low profitability but with a collective dimension: social services,
services linked to the environment, etc. But public schemes do not gener-
ally recognize this collective dimension of WISEs’ production and these
policies provide no specific financing for this type of production goal.
To overcome this problem, WISEs develop practices of partnership with
local public authorities for the contracting out of public services. In some
countries, these sales to public bodies, as we saw, are important and are
a sign that public bodies recognize WISEs for their productive activity
and not only through active labour market policies (see Figure 17.2). But,
as underlined in Chapter 15, the way of contracting out these services —
or, more broadly, the style of public governance in this arena — has changed
the rules of the game for many WISEs. ‘While it holds true that the
handing over of these services has initially provided WISEs with a (shel-
tered) market in which disadvantaged people could experience real work
settings, public bodies have increasingly devolved economic risk upon
private agencies. As some country reports (Italy, UK) p01nt t, the prac-
tlce of competitive tendering, applied to markets in w

tors and to risk neglecting their social missions’ (C
This points to the importance of developing a sect
in public bodies’ contractual relations with WIS

Conclusions

The concept of embeddedness p
approaches to the economy enrich
to contingency analysis This 4
sector which, since it is the rQ
between heterogeneous
without taking the ana

forwa y the new sociological
otential of research, as compared
arly true when studying the third
rent forms of interaction processes
nd public policies, cannot be studied
the public regulation into account. That
problematization of the relations between

ness of ecoo@ activities, the latter being defined as the set of interactions
between public¢bodies and initiatives, interactions that lead to mutual
ensity and modalities vary over time.

The study of WISEs in the European Union has confirmed their embed-
dedness in the political context. We have analysed the multiple interactions
between WISEs and public policies through the progressive institutional-
ization of these organizations; the nature of the interactions between public
bodies and WISEs has proved a key element in WISEs’ development.

The first European WISEs emerged ‘in contestation’ of traditional public
policies, in some countries with no WISE-specific legal scheme and with
no public support, and in other countries with support obtained by mobi-
lizing social policies or second labour market programmes. They played
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a pioneering role in developing active labour market policies in the 1980s,
implementing the latter before their institutionalization.

In a second phase, of ‘dialogue’ between public policies and WISEs,
some countries developed new public schemes specific to WISEs. But such
dialogue has not always been smooth and has not resolved the debate
about the contested nature of WISEs. If public schemes encouraged some
initiatives, they also excluded others, for instance the WISEs character-
ized more by a self-help dynamic in France. More generally, active labour
market policies increasingly constituted the framework in which WISEs
developed and which, to some degree, framed their objectives and actions.
WISEs are thus socio-politically embedded organizations, and as such they
reflect the changing regulatory role of the state — including the develop-
ment, since the end of the 1990s, of so-called ‘activating labour market

policies’. These have in some cases fostered the co-operation of the public
bodies with WISEs.

As has just been mentioned, accommodating the views of Es with
those of public bodies on the nature of the mission of W oes not
seem to be easy. We can understand, then, why some WISEs ¢ e not

fer to take

to embark upon such a path of institutionalization, u@r
¢ public one.

private paths of institutionalization that can coexi?/w-'r\ '

Review questions

e Why does the embeddedness concept permit us to enrich the poten-
tialities of research compared to the contingency analysis?

*  Why has the dialogue between social enterprises and public bodies
not always been smooth?

e In your country, which are the different channels through which
public bodies support the mission of WISEs?

ON

-

Note

1 That is, the limits fo human mental capacity that make it impossible to predict
all possible contingencies and to determine, for each of these contingencies, the
optimal behaviour (Milgrom and Roberts 1992).
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