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1. Research history, problem statement  

The concepts of ‘social enterprise’ and ‘social entrepreneur’ are 

more and more common all over the world. These expressions 

appear in the policy of a number of countries; furthermore, several 

private developer and supporting organizations focus on the area of 

social enterprises and entrepreneurs. (Wilkinson 2014: xv)  

The concept is faced with a growing interest in Central and Eastern 

Europe - and especially in Hungary - however, the topic of social 

enterprises is less widespread in the region and in Hungary than in 

the United States or in Western Europe.  

Although the concept is relatively rarely known, several social 

enterprises appeared in Hungary in the past few years. Presently, the 

concept of social enterprise has an increasing role in policy as well. 

Currently there is an increase in the significance of social 

enterprises; therefore it is useful to summarize and analyze any 

existing relevant experience, identifiable processes, characteristic 

features, competing approaches and any influencing operators.  In 

Hungary, the phenomenon is strongly linked to the history of the 

third sector, or social economy (or non-profit sector as commonly 

called in Hungary), so it may be relevant to examine any connections 

to this area as well. 
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Although the term ‘social enterprise’ is relatively new, it may be 

connected to various existing concepts when examined in terms of 

the international development of the concept of social enterprises. 

There have been several terms created to describe organizations that 

are not connected to either the for-profit or the public sector, where 

the name of the sector and the covered organizations varied 

according to the accented characteristics. Today the most commonly 

used definitions are: (1) the concept of civil society emphasizing the 

civic activity, volunteering and the public sphere; (2) the non-profit 

sector school emphasizing the limitation of profit distribution; (3) the 

social economic approach emphasizing the presence of democratic 

decision-making processes and the characteristics of the social 

objective instead of the non-profit criterion; and (4) the concept of 

the third sector meaning the organizations existing in civil society, 

not included in the other two sectors. In addition, concepts used for 

the non-governmental sector, solidarity economy, community 

economy and responsible enterprises may be considered approaches 

similar to social enterprises. 

There is no single uniform definition for the concept of social 

enterprises. In terms of the history of the definitions, the non-profit 

approach was first formed in the United States, which was later 

followed by the social innovation approach, and then it was 

supplemented by the trend with a social purpose or by the mission-

driven business trend. In addition the definition provided by EMES 

appeared in Europe. The European and the American definition-
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creation existed independently in parallel for a long time; the 

individual schools began to get closer to each other at the beginning 

of the 2000s. Both in the United States and in Western Europe, the 

initial definitions simply focused on the market-based economic 

activity of the non-profit companies. The trends established later 

refined the previous approaches, and in addition to retaining the 

priority of social objectives and economic activities, they included 

certain aspects: in the case of businesses with a social purpose, or 

mission-driven businesses the broadening of organizational forms 

appeared, while in the case of the social innovation approach, 

innovation and the innovative entrepreneur as a person was 

promoted. The definition provided by EMES in Western Europe - 

primarily as part of the non-profit sector - often emphasizes the 

collective nature of social enterprises, the limitations of profit 

distribution, and democratic operation enhancing participation. The 

two common central characteristics of the different definitions are 

the priority of the social objectives and economic activity. The major 

points of disagreements in the definitions: (1) the connection 

between the social objectives and the economic activities; (2) 

sectoral connectivity, legal form; (3) profit distribution; (4) market 

sustainability; (5) social innovation; and (6) collective dynamics, 

democratic decision-making. Social enterprises are mainly criticized 

for lack of clarity of the social aim, as well as the individualist and 

neo-liberal nature of the concept.  
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The institutional development of social enterprises is mainly 

connected to the history of civil society and the third sector, which 

have already had their organizations for centuries both in the United 

States and in Europe. In the last decades the spread of social 

enterprises was mainly driven by the change in the public support of 

the non-profit sector; in the United States the tendency was a 

decrease, while in Western Europe the form of support was changed. 

In Europe, on the basis of welfare models, groups of countries may 

be formed: in the Continental countries secondary labor market 

programmes supported corporate dynamics; while in Anglo-Saxon 

countries the quasi-markets assisted the creation of the contractual 

relations; furthermore, in the Nordic and the Mediterranean 

countries, the organizations of the third sector, and typically the 

cooperatives appeared as organizations providing welfare services. 

In Central and Eastern Europe the major factors of increasing the 

relevance of social enterprises were the previous local, historical and 

religious traditions, the democratization and decentralization 

processes, the disintegration of the welfare state after, the neo-liberal 

economic policy, and the foreign  - especially EU - subsidies. It can 

be concluded, that changes in social economy and social enterprises 

were present in each country, although to various degrees. In the past 

few years the importance of social economy has been increased 

within the EU, and the uniform approach of the union resulted in the 

decrease of the differences between the countries, as well as the 

uniformity of the organizational field. 
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The purpose of this research is to explore and understand the 

conceptual and institutional development of social enterprises in 

Hungary, as well as their current situation and connection to the non-

profit sector. The purpose of this thesis is to (1) clearly define the 

concept of social enterprise; (2) examine the emergence and 

institutionalization of social enterprises; and (3) analyze the current 

situation of social enterprises and specifically their role in 

connection to the third – or non-profit – sector in Hungary.  

2. Methodology 

The thesis provides the examination of the main operators and 

characteristics of recently formed and presently being 

institutionalized social enterprises as "organizational field" - which 

concept has previous historical and conceptual history - (see 

DiMaggio and Powell 1983), with the use of the new institutional 

theoretical approach. During the process, the theory of social origin, 

the theory of institutional isomorphism, the theory of institutional 

entrepreneurship and the theory of reflexive isomorphism is used.  

The methods used for the research are document analysis (presenting 

the relevant research results and other literature - such as legal, or 

support policy documents); and semi-structured interviews with 

experts engaged in the topic of social enterprises, as well as with the 

leaders of organizations performing social entrepreneurial activities. 

In the summer and autumn of 2015 there were 21 interviews 
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conducted with experts; in January and February of 2017 there were 

20 interviews conducted with social entrepreneurs, as well as 3 

additional experts were visited. Accordingly, the answers of the 

experts - with 3 exceptions - provide information on the situation at 

the end of 2015; while the answers provided by the social 

entrepreneurs show the situation at the end of 2017. The data 

analysis examines activities before May 2017; this paper does not 

contain any information about the situation of social enterprises after 

that date, only to the extent it was provided in the course of 

processing the literature.  

3. New results 

The primary characteristics associated with the concept of social 

enterprise in Hungary are the prohibition of profit distribution (non-

profit organizations); the active involvement of citizens and 

democratic participation (civil organizations); the importance of 

economic elements and job creation (social economy). In addition, 

involved management and sustainability appears in the case of 

community enterprises, as well as ethical decision-making processes 

in the case of responsible companies. In the case of Hungary it is 

important to note that certain researchers and other related 

professionals often use the terms interchangeably, and blending the 

concepts may lead to problems.  
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Until recently, only few actors have dealt with the concept of social 

enterprises in Hungary, but in recent years they have become more 

and more popular. Based on the theory of reflexive isomorphism, 

looking at the various paradigm-building actors - private 

development and support organizations, state actors, networks and 

the academic sphere -, we find different approaches in Hungary.  

According to the interpretation of the development and support 

organizations, measuring the business revenue, sustainability and 

social impact are of primary importance - and on several occasions 

social innovation and improving the situation of the disadvantaged, 

and promoting their employment is gaining importance.  There is a 

change apparent in older organizations: instead of the previous, non-

profit oriented approach, a broader approach focusing on business 

sustainability; however, currently a large number of support 

programmes are not available for for-profit organizations. Recently, 

there have been new organizations introducing diverse approaches.  

The basis for the approach of public actors is the definition provided 

by the European Commission, where in addition to the social and 

economic dimension, the importance of democratic control involving 

participation is also introduced.  However, the current definition by 

the state – having focused primarily on social economy and social 

cooperatives before – provides a narrower definition of the concept, 

since the issue of employment has a central role in the main 
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definitions, and there are restrictions on the basis of the legal forms 

of the organizations as well.  

Interest representation organizations mainly interpret a specific type 

of social enterprises (social cooperative, social farm, charity shop). 

TAVOSZ (Association for the Representation of Social Enterprises) 

represents social enterprises in general, and provides a definition 

focusing on the employment of the disadvantaged.  

The researches so far used various definitions; the approach of the 

EU is frequently used, but there are also other – earlier – definitions 

mostly emphasizing the non-profit nature. Nowadays there are also 

broader approaches neglecting the definition of legal forms.   

The definitions provided by the interviewed persons included the 

mutual presence of social purpose and market-economic activity in a 

broad sense. In addition, the re-investment of the profit, the non-

profit characteristics, innovation, democratic or participation-based 

decision-making, the involvement of the stakeholders (including the 

related criticism) was also present, but not as an exclusive 

characteristic. The interviewed social entrepreneurs primarily 

considered the social enterprise nature of their organization through 

their social goals, economic activities, and market income. In the 

case of the various interviewed social entrepreneurs the social 

objectives and the economic activities were very diverse.  
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Regarding sectoral connectivity, according to the opinion of one of 

the major groups of the interviewed social entrepreneurs, currently in 

Hungary the social enterprises are closer to the non-profit sector or 

the civil society; while some others state that there is a typical 

transition between the for-profit and the non-profit sector - 

companies from the for-profit sector also appeared. The legal form is 

not significant when determining social enterprises; according to the 

majority of the persons interviewed, they may be incorporated into 

any legal form. 

According to the persons interviewed, market sustainability may not 

be ensured in itself without the involvement of other resources in 

Hungary. It is particularly true to social enterprises operated in the 

framework of classical civil organizational form; their survival is 

provided by public and other tenders and grants. At the same time, 

several organizations are characterized by making efforts toward 

market sustainability.  

Democratic operation and governance is important for several 

interviewed persons; however, many of them noted that this is not 

typical in Hungary, and primarily criticized its role in the decrease in 

efficiency.   

In respect of social innovation the opinion of the experts was 

divided, and many of them thought that innovation is not of primary 

importance when operating social enterprises. However, social 



10 

 

entrepreneurs mainly emphasized its importance, and even 

considered their organizations innovative. In their opinion innovation 

was about changing the position of the disadvantaged target group, 

and providing grassroot solution to the market deficit.   

The organizational field of social enterprises operating in practice is 

broader than the state definitions narrowing the field based on 

activities and legal forms or the definitions of private development 

and support organizations that emphasize business sustainability. 

According to the dissertation's interviews, very different 

organizations consider themselves social enterprises with various 

social goals, entrepreneurial activities, legal forms, sectoral 

connections, revenue structure, innovation potential and management 

models. What is common for them is to seek solutions to various 

social problems, partly by market revenues and economic activities. 

Experts and social entrepreneurs interviewed in the framework of the 

dissertation generally use a wider approach to define the term 

regarding its goals, activities, legal forms and other features. 

The history of social enterprises in general is essentially connected to 

the development of civil society and the third (non-profit) sector in 

Hungary as well. Regarding the development of the Hungarian non-

profit sector, after the centering policy of state socialism, there was a 

sudden increase in the number of the organizations during the first 

years after the political change, while there was a sharp decrease in 

the number of cooperatives.  Starting in the middle of the1990s there 
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was a kind of polarization between the institutionalization of 

organizations, classic civil organizations and closer-to state 

organizations - non-profit companies and public foundations. In the 

middle of the 2000s, mainly as a result of joining the European 

Union, an increase in social economy was observed, in particular due 

to the introduction of the legal form of social cooperatives and the 

related funding.  

Since the change of government in 2010, a paternalistic, centering 

approach is characteristic of the era, which specifically renders 

certain - mainly human rights and advocacy - activities impossible; 

however, currently the accented support of social enterprises is also 

apparent at the same time. In Hungary, all dimensions of the 

sustainability index of civil organizations (legal environment, 

organizational liquidity, financial viability, advocacy, provision of 

services, infrastructure, and public opinion) shows deterioration as a 

trend. The changes since 2010 may not to be regarded temporary 

negative phenomena.  

The role of social enterprises in Hungary is still unformed; there are 

no representative data, legislation, or long-term state strategy. 

However, presently there is development; there are certain public 

and private funds and technical assistance programmes available. 

There is a growing interest in the subject: the first interest 

representation organizations have been established, and in addition, 



12 

 

the number of research examining social enterprises has been 

significantly increased in the past few years.  

The majority of state funding systems and programmes have been 

implemented with co-financing by EU Structural Funds, mainly 

focusing on social economy and on empowering social cooperatives 

in particular. The purpose of the developments is mostly the creation 

of jobs for disadvantaged social groups, and often rural development. 

However, the efficiency and effectiveness of the programmes have 

only been measured by few impact assessment studies, and the 

existing analyses often seriously criticize the examined programmes. 

At present, social enterprises receive significant public support, 

which, however, is restrictive in terms of the legal forms and types of 

activities supported, and in particular favors the work integration of 

disadvantaged groups. Apart from the decisive role of the state, some 

private development and support organizations have also played an 

important role in organizing the field (eg NESsT, Ashoka). Mostly, 

these organizations provide small amounts of funding, but with 

longer-term, mentoring professional support, with which they 

primarily improve the sustainability and efficiency of organizations. 

The interviews revealed stories about the history of actual social 

enterprises, including various mechanisms of institutional 

isomorphism. Several of the founders are professionals in social, 

human areas, and many of them were previously employed by non-
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profit organizations or public institutions. However, several of them 

worked in the for-profit segment, and there was even a major 

representing the public sector. Almost everyone held a higher 

education qualification (mainly in health, education, and social 

services). The reason and motivation for establishing social 

enterprises varied considerably including: looking for a new answer 

to the questions of the profession, meeting the demands of a 

community, individual involvement, ensuring employment, and 

continuing local development - these questions are still characterized 

by heterogeneity, therefore institutional isomorphism does not affect 

the organizations. 

When the majority of the organizations began their activities their 

founders were not aware of the concept of social enterprises - they 

mostly identified their organization as such when affected by 

external sources - mainly development organizations, support 

programmes, everyday examples or books and courses A few 

organizations were already established with the intention of creating 

a social enterprise, while some others - although the founders were 

aware of the concept prior to establishment - were not considered 

social enterprises by the founders. Primarily the supporting, 

developer organizations had active roles in spreading the concept of 

social enterprises (i.e. coercive isomorphism mechanisms), but in a 

few cases different external effects guided the social enterprises to 

identify themselves as such.  
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Social enterprises activity mostly was started within the framework 

of already operating non-profit organizations, or within an informal 

framework, and often years passed before the organization was 

established. And sometimes it was organized within municipal 

framework, or was started due to tender support in the framework of 

a new organization - mostly as a social cooperative. The activity of 

external operators was important for almost all participants - 

coercive isomorphism - in the beginning and during operation as 

well. The establishment of the organizations was almost always 

assisted by a tender, start-up aid, or investor; in several cases the 

choice of the legal form was also affected. In the case of the older 

organizations Ashoka and NESsT were decisive factors, and many 

people mentioned the role of OFA. Recently other organizations 

have also become important.  

Although they played a leading role at the launch of several 

organizations, state - EU funding has received many criticisms. 

Based on the interviews, state actors were characterized by the lack 

of strategy, long-term and unambiguous management over the years, 

and the implementation of some of the already completed support 

programs was considered problematic (e.g. employment, social co-

operative focus) in many ways. 

The interviewed persons could not provide Hungarian examples for 

mimetic isomorphism, but they were able to list several international 

examples. However, they did not copy these examples, and used 
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them for inspiration instead; they had no deeper knowledge of them, 

and had no personal connection with them. They mostly developed 

their social enterprises as their own ideas.  

With regard to normative isomorphism, social enterprises participate 

in trainings and professional events, mostly within the network of 

developer, supporting organizations (OFA, NESsT, Ashoka). 

Professional partnerships are characteristic of various sectors.  

Interest representation organizations and professional associations 

appeared, but their effect was not decisively strong. 

According to the interviewed persons, the development of most of 

the older organizations that had been operating for a longer period 

could be observed, while some organizations stagnated, and could 

not improve, and some of the organizations could only maintain their 

original activities with engaging voluntary work. There were 

recurring development characteristics: ending classical non-profit, 

service activities (mostly because of the lack of public funding); 

changing the legal form due to external influence (e.g. expectation of 

donor organizations);  organization based on volunteer work in the 

beginning turning into a more professional direction with more 

hierarchical operation (often due to supportive expectation as well); 

split due to organizational conflicts; and the appearance of focusing 

on employment (mostly because of a tender) - therefore the changes 

were mostly due to coercive isomorphism.   
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In respect of the organizations of the interviewed persons who were 

social entrepreneurs, the current circumstances forced several non-

profit organizations and a few social cooperatives to increase the 

proportion of their market revenues, mainly due to the absence or 

status of state funds. Other organizations, mostly those sustained 

mainly by the market - social cooperatives, previous for-profit 

companies - are about to apply for tenders or to start investments. 

Some of the organizations sought to conserve their current activities, 

and also hoped to find development opportunities, while others 

limited their operation to the minimum due to a lack of resources.   

Regarding institutional entrepreneurship, the social entrepreneurs 

typically are not able to influence the direction of policies, but they 

mentioned some rare cases. Often, young social enterprises became 

the developers of the sector, or the sector developers established 

social enterprises. In addition, social enterprises innovate within their 

own professional area, and often change the structure.  

The expert and social entrepreneur persons interviewed consider the 

current situation of the non-profit sector dark in the future, and the 

position of the sector is also made difficult by several factors, 

especially stemming from the role of the state.  However, according 

to the persons interviewed, the social entrepreneurial activities may 

not help the whole of the civil sector, and they may only offer a way 

out of the current situation for certain organizations. 
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In connection with the current situation of social enterprises, they 

emphasized in general that the sector is unformed, and often the 

existing organizations have troubles to operate. At the same time, in 

the near future the establishment of an increasing number of social 

enterprises can be expected, since at the level of the governmental 

strategy this topic is becoming increasingly important. The current 

environment has several problems, the future of social enterprises is 

ambiguous. 

The most significant isomorphic pressures affecting the development 

of individual organizations are the promotion of employment focus 

and certain legal forms by the state, and the expectations of 

professional development and business sustainability by private 

development and support organizations. At present, the crisis 

situation of the non-profit sector and, simultaneously, the emergence 

and institutionalization of the social enterprise organizational field is 

experienced in Hungary. The future development of social 

enterprises, however, cannot be clearly identified due to the different 

effects of the different actors’ activities. 
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