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Partners Albania works for the development of social entrepreneurship and social enterprises (SEs)
through research to better understanding features and models of SEs along with their development
challenges, aiming to educate all relevant stakeholders in supporting the role of SEs as a significant
factor for the socio-economic advancement of the country. These instruments are in function of advocacy
efforts for an enabling institutional and financial environment for SEs.



Partners Albania has pioneered the research of social entrepreneurship in Albania, which is still in its
nascent phase. Some of the main research papers/guides conducted are:

Social enterprises and their ecosystems
in Europe – Country Fiche Albania

Analysis of Legal Framework on Social
Enterprises in Albania;

Overview of Social Enterprises Eco-
system in Albania;

Guide for social enterprises;

Readiness of CSOs on Revenue
Generating Activities;

Challenges and Opportunities for
Employment of Marginalized Groups by
Social Enterprises

Strategic Study on Social Economy
Development in the Context of the South
East Europe 2020 Strategy;

Development of social enterprises -
Potential for job creation for
disadvantaged groups;

This baseline study captures the latest developments and needs of social enterprises and will serve as an
input to address those needs through the other components of the RISE-ALB project. The aim of RISE-ALB
project is to improve the socio-economic inclusion of disadvantaged people (especially women, people
with disabilities and youngsters living in rural areas), mainly through the strengthening of local CSOs
which protect their rights. The project will support the development of social entrepreneurship, identified
by the Albanian legislation in place and the European practices as an ideal instrument to promote VET and
job placement of vulnerable categories, in three main directions:

At political-institutional level, through training and exchanges of good practices on inclusive
development policies for representatives of national and local authorities, and consultative
meetings and technical-institutional tables to discuss the legal framework and its
implementation in practice.

At civil society level, through trainings and exchanges of good practices in Italy. A sub-granting
scheme will be developed in order to finance the start-up of up to five new social enterprises
that will be involved in customized coaching programs for the start-up phase and partnership
building with profit entities.

At community level, through dedicated VET courses and job placement activities for
disadvantaged people in the framework of three pilot social enterprises in the sectors of pastry
and agro-transformation.
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https://ec.europa.eu/social/BlobServlet?docId=21733&langId=en
http://partnersalbania.org/wp-content/uploads/2019/07/Analyses-of-legal-framework-on-social-enterprises-in-Albania.pdf
http://partnersalbania.org/wp-content/uploads/2019/04/Overview-of-Social-Enterprises-Eco-system-in-Albania.pdf
http://partnersalbania.org/wp-content/uploads/2019/02/Udhezuesi_Sherbimeve.pdf
http://partnersalbania.org/wp-content/uploads/2018/09/Gatishmeria_OSHC-ve_per_Perfshirje_ne_Aktivitete_qe_Gjenerojne_te_Ardhura.pdf
http://partnersalbania.org/wp-content/uploads/2016/08/study_employement_marginalized_groups_by_SE.pdf
http://partnersalbania.org/wp-content/uploads/2016/02/Strategic_study_on_social_economy_SEE_Region_2015.pdf
http://partnersalbania.org/wp-content/uploads/2015/12/development_social_enterprises.pdf
https://ec.europa.eu/social/BlobServlet?docId=21733&langId=en
http://partnersalbania.org/wp-content/uploads/2019/07/Analyses-of-legal-framework-on-social-enterprises-in-Albania.pdf
http://partnersalbania.org/wp-content/uploads/2019/04/Overview-of-Social-Enterprises-Eco-system-in-Albania.pdf
http://partnersalbania.org/wp-content/uploads/2019/02/Udhezuesi_Sherbimeve.pdf
http://partnersalbania.org/wp-content/uploads/2018/09/Gatishmeria_OSHC-ve_per_Perfshirje_ne_Aktivitete_qe_Gjenerojne_te_Ardhura.pdf
http://partnersalbania.org/wp-content/uploads/2016/08/study_employement_marginalized_groups_by_SE.pdf
http://partnersalbania.org/wp-content/uploads/2016/02/Strategic_study_on_social_economy_SEE_Region_2015.pdf
http://partnersalbania.org/wp-content/uploads/2015/12/development_social_enterprises.pdf
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Bottom of the pyramid – This is a strategy used by some social
enterprises, which deliver essential social, health and educational
services, which neither conventional business nor public institutions
can deliver.

Capital Intensive production method – A method which requires
more equipment and machinery to produce goods; it requires a
larger financial investment.

Fair Trade Enterprise – An enterprise which puts the interest of local
workers, farmers and artisans first and guarantee fair payment along
the supply chain.

Labor Intensive production method – A method which requires a
higher labor input to carry out production activities in comparison to
the amount of capital required.

Work Integration Social Enterprise – Social enterprises whose
social mission is to (better) integrate vulnerable people (e.g., long-
term unemployed) into the labor market.

introduction
A social enterprise (SE) is an operator in the social economy whose
main objective is to have a social impact rather than make a profit for
their owners or shareholders. It operates by providing goods and
services for the market in an entrepreneurial and innovative way and
uses its profits primarily to achieve its social aim. The decision
making in social enterprises is based in an open and responsible
manner through involving employees, consumers and stakeholders
affected by its economic activities. According to this definition, social
enterprises embody both social and economic dimension through
running commercial activities in order to achieve a societal common
good. The profit non-distribution constraint guarantees the social
aim of the social enterprise (Defourny & Nyssens, 2012).
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European Commission recognizes the diversity of social enterprises, and categorizes them in four main
clusters:

a) Essential social, health and educational services, which neither conventional business nor public
institutions can deliver;
b) Work integration for marginalized groups;
c) Local development of disadvantaged areas - social enterprises in remote rural areas, neighborhood
development/rehabilitation schemes in urban areas, development aid and development cooperation with
third countries;
d) Others involved in providing various products/services (recycling, environmental protection, sports,
arts, culture or historical preservation, science, research and innovation, consumer protection and
amateur sports) using a social innovation approach (European Commision, 2011).

In Europe, the countries in which social enterprises are widely and adequately recognised by public
debates, policymakers, researchers and practitioners are few. The legal recognition of social enterprises
has been two-folded. On the one hand, it has contributed to capture and formalize the major part of de-
facto social enterprises. On the other hand, some countries have been focused only in certain types or
forms of social enterprises (in general work integration enterprises), which has led in the underestimation
of de-facto social enterprises which produce products/services of an added value for the society.

Social enterprises, whose primary goal is the social impact is widespread in every European country.
Usually paid workers and volunteers compose the team running a social enterprise. There are different
challenges social enterprises face widely in Europe ranging from limited information, low awareness
amongst the general public, access to funds, markets, etc.

Access to financial mechanisms is of essential significance for social enterprises. Given the specific
nature of these entities such as the social mission and the type of users they serve makes the absorption
and access to funds rather more complex. In general, investors and financial intermediaries do not find
these entities attractive enough due to a high-risk and lower return to investment rates (European
Commission, 2020).

Unlike conventional enterprises, social enterprises rely on a mix of resources: voluntary work, private
donations, membership fees, grants, public subsidies, public procurement in addition to earned incomes,
generated by the sale of goods and services to private clients. In general, those social enterprises, which
are engaged in the delivery of social services, rely primarily on public subsidies and public contracts.
Social enterprises facilitating the integration to work of marginalized groups have a rather balanced mix
of private and public resources, while other social enterprises, which deliver services and products of
general interest, rely mainly on sales. Therefore, the state support is of utmost importance for social
enterprises survival in the market. In Greece, up to 65% of the income may come from public funds. In
Italy, A-type and mixed social cooperatives derive approximately 70% of their income from “contracts
and/or agreements with public institutions”, while for social cooperatives of B-type 57.1% of incomes
derive from “contracts and/or agreements with public institutions”. Social clauses are included in public
contracts. (Borzaga, Poledrini, & Galera, 2017). Slovakia has encompassed several social, environmental,
and ethical clauses in public procurement, as very essential to access funds from public procurement
(European Commission, 2017).

In terms of participatory governance structure, different countries specify the categories of members that
should be part of the decision making power. For example, in Italy social cooperatives can include
volunteers as members up to 50 % of the total membership. In addition, employees must be involved as
cooperative members (Traversi, 2019). Service users and employees might be members of social
enterprises according to the legal framework in Portugal and France. While, in other countries it is
recognized multi-stakeholder approach, participating through channels less formal than membership,
such as the representation andparticipation of users and employees in various activities during the activity
of the social enterprise (Defourny & Nyssens, 2012).
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The principle of profit non-distribution is one of the main criteria for the social enterprise governance.
Many countries specify different forms of profit reallocation, where among those forms; the entrepreneur
can keep a certain percentage of profits. In Croatia, at least 75% of the profit should be re-invested by the
social enterprise for the development of its activities and the achievement of its social mission (European
Commission, 2014). In Italy, up to 50% of the profit can be distributed in three forms: a) capital increase;
b) contribution for organizations of the third sector; c) profit distribution to the shareholders/members of
the social enterprise (Salatino, 2018). In some countries such as Great Britain and France, social
enterprises are legally bound to maintain an “asset lock”, which means non-distribution of the assets to
the enterprise’ members, shareholders, and employees. In Greece, the law sets forth that 60% of the
profit should be re-invested in the company for the creation of additional jobs; 35% as a productivity
bonus for employees; 5% as a reserve fund (European Commission, 2014).

Fiscal incentives vary in different European countries. The most widespread benefit is a corporate tax
exemption on retained profits such as the Italian case, or tax exemption for the profit allocated as
employee’ bonuses such as the Greek experience. Other fiscal benefits include VAT reduction, subsidies
on social insurance costs for marginalized people employed. There are specific cases such as Italy, which
has adopted incentives to encourange investments in social enterprises. All entrepreneurs who invest in
emerging social enterprises not older than 36 months will benefit a reduction in income tax in an amount
equal to 30% of the capital invested in the social enterprise (Salatino, 2018).

In Albania, the Law No. 65 “On Social Enterprises in Albania”[1] was approved by the parliament in 2016.
Regardless the definition in the law according to which only Non-for-profit organisations can receive the
social enterprise status , following the EU operational definition of social enterprises, SEs in Albania adopt
in particular the following legal forms: for-profit entities, non-for-profit organizations and cooperatives.
There is a debate about cooperatives whether this form fits the concept of social enterprise based on the
three main principles. Usually, cooperatives belong to social economy organizations, which is a broader
concept because they promote mainly the interest of their members (farmers) and have an indirect impact
on the communities, while other forms pursue an explicit social aim in the benefit of the community and
society. However, in Albania particularly agricultural cooperatives can be considered social enterprises, if
one takes into consideration the specific context of the country. The industry suffers from fragmentation
and informality and farmers lack economic resources, purchasing power, raw materials, and distribution
channels. Thus, agricultural cooperatives are seen as the only solution to strengthen the economic power
of farmers, their families and rural areas at a larger scale (European Commission, 2019).

[ 1 ]  L aw  No .  6 5 / 2 0 1 6  “ O n  S o c i a l  E n t e r p r i s e s  i n  t h e  Re p u b l i c  o f  A l b a n i a”,  d a t e d  o n  J u n e  9 t h ,  2 0 1 6 .  Av a i l a b l e
a t :   h t t p : / / w w w. q b z . g o v. a l / b o t i m e / f l e t o re _ z y r t a re / 2 0 1 6 / P D F -2 0 1 6 / 1 1 8 -2 0 1 6 . p d f
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The purpose of this baseline study is to map established and
potential social enterprises in Albania and gain a better
understanding of their characteristics, needs and trends of the sector
in the future. The methodology was prepared in collaboration with
“ALTIS - Università Cattolica del Sacro Cuore (di Milano).

The research approach is based on the descriptive method through
the collection of primary data using a semi-structured questionnaire
and secondary data obtained from previous reports and studies
conducted in the country and beyond. A database of de-facto social
enterprises, including also the organizations which have obtained
the status of social enterprise according to the Law No.65/2016 “On
Social Enterprises in Albania”1 was used for the selection of the
sample. The database is an internal source of Partners Albania,
which is built upon the experience working with social enterprises
and non-for-profit organizations. The main criteria used was to
include in the selected sample both social enterprises and ideas of
social entrepreneurship aiming to assess the trends and the
potential products/services, which could also serve as an input for
the upcoming activities of RISE-ALB project. Based on the EU
operational definition of social enterprises, the sample comprises
the three main legal forms of SEs (non-for-profit organizations, for-
profit entities, cooperatives). The questionnaire was distributed to 72
established social enterprises and ideas of social entrepreneurship in
total. The questionnaire was self-administered by the respondents
using an online tool (lizmo survey) for the data collection. The
response rate was 71% (51), but only 42 online questionnaires were
complete with all responses eligible to be part of the sample.

Partners Albania carried out the data collection during March – April
2020. It consisted in two phases: a) Distribution of the online
questionnaire to the selected sample; b) Follow-up phone interviews
with the respondents (only in those cases, it was necessary) in order
to assess the validity of the data collected through the questionnaire.
The data analysis was conducted with SPSS and Excel programmes.

The research questions, on which the baseline study is based, are:
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1. Which are the main characteristics of social enterprises in terms of products/services, activities,
beneficiaries, employees, types of clients, goals?
2. Which are the main strategies, production/services methods used by social enterprises?
3. How do social enterprises secure participatory governance in terms of stakeholders’ involvement and
profit reallocation?
4. Which are the main sources of revenues?
5. How social enterprises stimulate employees in particular those belonging to marginalized groups?
6. Which are the challenges social enterprises face, and the skills they want to develop?
7. What is the level of knowledge and the approach of social enterprises on the legal framework “On
Social Enterprises in Albania”?
8. Is there any difference between established and potential social enterprises in terms of characteristics,
industries, strategies and goals?
9. Is there any difference between legal forms of SEs in terms of characteristics, industries, strategies,
goals, sources of revenues, governance structure, and profit allocation?

The questionnaire was based on the aforementioned research questions and gathered information on:

General information on the established and potential social enterprises: representatives, year of
establishment, legal form, number of employees and volunteers.
Information on social enterprises’ social and economic dimension: personal opinion to solve social
problems, goals, production/service methods, strategies, products/services, types of beneficiaries,
clients, activities, sources of revenues.
Information on social enterprises’ governance structure: categories of members involved in the
decision-making, profit allocation; treatment of employees.
Information on challenges faced and skills social enterprises need to develop.
Information on the level of knowledge towards legal framework, tax treatment, interest to obtain
the status.

The findings presented in this baseline study are in forms of frequency and intersection of values. The
main selected variables for intersection of values are: (a) established SEs vs potential SEs, (b) legal form,
(c) industry and (d) strategy.

Each graph shows the total number of responses. For few questions, the size of the sample is less in
number, because of the number of responses taken by social enterprises or because of in depth analyses
within the sample (as it is shown).
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This section presents the main data about the sample.

Chart 1: Sample according to the geographical distribution (N=42)
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Most of the social enterprises part of the sample are located in Tirana (54.8%), followed by Shkodra
(16.7%), because most active non-for-profit organizations are concentrated in the aforementioned cities.

Figure 1: Sample according to the position of the respondent (N=42)

76% 24%

Executive
Director/Chairman

Employee

Figure 2: Sample by gender of the respondent (N=42)

55% 45%
Most of the respondents part of the sample
hold a leading position[2] (76%), while the
remaining part have middle or lower
managerial position in the social enterprise.

The sample of respondents is composed by
55% female and 45% males.

[ 2 ]  D e p e n d i n g  o n  t h e  l e g a l  f o r m ,  s o m e  o f  t h e  re s p o n d e n t s  h o l d  t h e  p o s i t i o n  o f  e xe c u t i v e  d i re c t o r ,  c h a i r ,  p re s i d e n t ,  e t c .

Graphics showing
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According the legal form of the entity, 76% of the sample are registered as non-for-profit organizations,
followed by 17% registered as for-profit entities and 7% as cooperatives. Other previous studies show that
most social enterprises are registered as non-for-profit organization.

76%76%76%

17%17%17%

7%7%7%

N o t - f o r - p r o f i t

Fo r - p r o f i t

C o r p o r a t i v e

Chart 2: Sample by the legal form of the entity (N=42)

Figure 3: Sample according to the stage of development (N=42)

81% 19%

About 81% of the sample has set up a social enterprise
activity, while 19% have an idea of a social enterprise. All
potential social enterprises are registered as non-for-profit
organizations. All potential SEs express a strong
willingness to set up a social enterprise activity within
their organization very soon. Most of them claim that the
pandemic situation hindered their plans of starting the
production or provision of the envisaged
products/services.

Chart 3: Sample by the legal form of the entity (N=42)

14%14%14%

19%19%19%

67%67%67%

Entity

1 9 9 4  -  2 0 0 0

2 0 0 1  -  2 0 1 0

2 0 1 1  -  2 0 1 9

Most of the entities surveyed (67%) were established during last 8 years (2011-2019), 19% were created in
the period 2001-2010, while 14% were established in the period 1994-2000.
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Most of the entities surveyed (82%) have set up a social enterprise activity during the last decade (2011-
2020), followed by 18% of SEs established in the period 2000-2010. The evidence shows that the
phenomenon of social enterprise is relatively new, emerging during last two decades, a fact supported
also by previous studies (Partners Albania, 2016).

Chart 4: Sample by the legal form of the entity (N=42)

Figure 4: Sample according to the social enterprise status (N=42)

Only 5% (2) of surveyed entities have obtained the status
of social enterprise according to the Law No.65/2016
“On Social Enterprises in Albania".[1] Based on the
information received from the Ministry of Health and
Social Protection, there are in total six (6) non-for-profit
organizations in Albania that have obtained the status of
social enterprise up to March 2020.[3]

Chart 5: Sample according to the number of full-time and part-time employees (N=42)

Most of the entitiesin the sample (57%) have 1-5 full time employees, 36% have 6-16 full time employees,
5% do not have any full-time employees and only 2% have over 16 employees.

In terms of part-time employees, 60% of the sample have 1-5 employees, followed by 21% that have no
part-time employees and 19% which have more than 6 employees.
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[ 3 ]  D a t a  o b t a i n e d  t h ro u g h  re q u e s t  f o r  i n f o r m a t i o n  t o  t h e  M i n i s t r y  o f  He a l t h  a n d  S o c i a l  P ro t e c t i o n ,  M a rc h  2 0 2 0
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Most of the entities in the sample (52.5%) have 1-10 volunteers, followed by 26% which have more than 11
volunteers, and 21.5% which have no volunteers at all.

Chart 6: Sample according to the number of volunteers (N=42)

Chart 7: Number of volunteers according to the legal form (N=42)

It is evidenced that among non-for-profit organizations, 47% have 1-10 volunteers, 31% over 11 volunteers
and 22% have no volunteers. All cooperatives have from 1-20 volunteers, while among for-profit entities,
71% have 1-10 volunteers and 29% do not have volunteers at all.
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In this section, there are presented the findings related to the characteristics of established and potential
social enterprises in terms of economic, social dimension and governance structure. In addition, the
findings illustrate the challenges social enterprises face, the skills needed and the approach towards the
legal framework and tax treatment.

study findings

Below are presented the findings related to social, economic dimension and governance structure.

C h a r a c t e r i s t i c s  o f  S o c i a l
E n t e r p r i s e s  b a s e d  o n  t h r e e
p r i n c i p l e s

Social Dimension

The findings in this section are related to the social dimension. Some findings describe the personal
opinion of respondents on solving societal challenges and the possibility to get support from others. Other
findings focus on revealing data related to the characteristics of these entities such as the goals they
pursue, strategies describing these entities, the issues that they address, most frequent groups of
beneficiaries, marginalized groups employed, and welfare initiatives towards employee wellbeing.



16
Figure 5: Personal opinion of respondents related to solving social problems (N=42)

Figure 6: Personal opinion of respondents about the possibility to get support from others (N=42)

Most of the respondents (55%) pursue primarily the social aim rather than the economic one, followed by
33% of SEs, which follow both aims at the same level and the remaining part pursue mainly the economic
aim. The trend of embedding social aim more than economic one is evidenced in both established and
potential SEs.

95% 2.5% 2.5%

Agree Disagree Neither "I am
convinced that
I personally
can make a
contribution
to address
societal
challenges if I
put my mind
to it"

17% 69% 14%

Agree Disagree Neither "I do not
believe it
would be
possible for
me to bring
significant
social
change"

91% 2% 7%

Agree Disagree Neither
"I could
figure out a
way to help
solve the
problems
that society
faces"

Most of the respondents feel optimist when it comes to
their own contribution to address societal challenges and
finding ways to do so. The majority of the respondents
believe that it is possible for them to bring a significant
social change.

83.5% 7% 9.5%

Agree Disagree Neither
"It is possible to
attract investors
for an
organization that
wants to solve
social problems"

81% 7% 12%

Agree Disagree Neither "If I planned to
address a
significant
societal problem,
people would back
me up"

Most of the respondents (83.5%) think that it is possible to
attract investors for a social enterprise that provides
solutions to social problems. In the same lines, 81% of the
respondents think that people would back them up if they
plan to address a significant social problem.

Chart 8: Goals pursued by the surveyed social enterprises (N=42)

Economic aim (12%) Social aim (55%) Same level (33%)
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There is a distinctive difference between the goals pursued by different legal forms. While the majority of
for-profit entities (71%) pursue economic aim, the majority of cooperatives (67%) and non-for-profit
organizations (63%) pursue primarily the social aim. This trend is distinguished even among the potential
SEs part of the sample, which tend to pursue primarily the social aim.

Chart 9: Goals pursued by the surveyed social enterprises according to their legal form (N=42)

Chart 10: Type of strategies that better describe social enterprises (N=42)
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There is a significant correlation between the economic aim and the fair trade strategy embodied by social
enterprises, while those enterprises which pursue the social aim, tend to follow work integration and
bottom of the pyramid strategy.
There are entities which follow more than one strategy, but the information collected by the
questionnaire does not allow to conduct an in-depth analysis and conclude which of the strategies does
prevail.

For example, an organization which provides therapies for children and youth with Down syndrome has
opened a café to generate revenues for offering pro bono therapies to this target group. In addition, the
café serves as a place where these young people can attend life skills courses, interact with other people
and learn how to behave in the work environment. The café has three full-time employees, one of which is
a youngster with Down syndrome. Thus, this social enterprise pursues both work integration strategy and
bottom of the pyramid because it deliveres social services to a specific target group. In this case, bottom of
the pyramid is the primary strategy and the coffee shop is a complementary activity to address the main
focus of the organization, which is the provision of therapies to children with Down syndrome.

40%

31%

24%

5%

Work integration social enterprise  (40%)

Fair trade enterprise (31%) Bottom of the pyramid (24%)

Other (5%)

Results show that work integration of
marginalized groups is the main strategy (40%)
used by the SEs surveyed, followed by fair trade
enterprise which puts the interest of local
workers, farmers and artisans first and
guarantees fair payments along the supply chain
(31%) and bottom of the pyramid strategy
consisting in social services delivered to a
specific group of clients (24%). Only 5% are
engaged in tourism & culture heritage using a
social innovation approach.
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From data analysis, it is evidenced a difference related to the strategy followed by the three legal forms. It
has resulted that more than half of for-profit entities (57%) embody the fair trade strategy, followed by
43%, which fulfill their social aim through work integration of marginalized people.
All cooperatives part of the sample embody the fair trade strategy by putting the interest of farmers first.
When it comes to non-for-profit organizations, the sample is more dispersed, but the main strategies
followed are work integration (44%) and bottom of the pyramid (31%) related to the delivery of social
services, which is an exclusive domain of non-for-profit organizations.

Chart 11: Type of strategies that better describe social enterprises according to their legal form (N=42)

Chart 12: Type of strategies that better describe the established and potential social enterprises (N=42)

The two strategies that better describe the established SEs are work integration (47%) and fair trade
(29%), while other respondents which are still in the idea phase tend to focus more on fair trade strategy
(37.5%) and bottom of the pyramid strategy (37.5%).
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Chart 13: Social issues addressed by social enterprises (N=42)

Three most addressed issues by
the social enterprises part of the
sample are: employment of
marginalized groups (62%),
economic empowerment (50%)
and social protection of
marginalized groups (33%). It is
obvious that social enterprises
do not address issues such as
civic engagement, rule of law and
human rights.
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Three most frequent group of beneficiaries that social enterprises serve are: unemployed people (74%),
youth (74%), and poor people (69%). Beside the listed groups of beneficiaries in the questionnaire, the
respondents have mentioned other types of beneficiaries such as: orphans and roma community.

Social enterprises serve to their beneficiaries in different forms such as: some SEs use the revenues to
serve better and more to their beneficiaries (as part of the mission that their non-for-profit organization
has), while others sell services/products to their beneficiaries which belong to marginalized groups at
lower price or for free.

Chart 15: Percentage of marginalized groups employed by social enterprises (N=42)

17%17%17%

33%33%33%

50%50%50%

0

1 -  30%

Over 30%

From data analysis resulted that 50% of social enterprises claim that more than 30% of their total
employees come from marginalized groups, followed by 33% SEs claiming that up to 30% of their
employees belong to marginalized groups, and 17% have not employed people from marginalized groups.

Social enterprises claim to have integrated unemployed women and youth or those living in rural areas
with scarce opportunities, Roma and Egyptian community, persons with a physical or mental disability,
victims of trafficking and domestic violence, returnees, and ex-prisoners.

Chart 14: Most frequent group of beneficiaries social enterprises serve (N=42)
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It is noticed that 86% of for-profit entities claim that over 30% of their employees belong to marginalized
groups.

All cooperatives state that over 30% of their employees come from marginalized groups. Meanwhile, 41%
of non-for-profit organizations have up to 30% employees from marginalized groups, while 22% of these
entities have no employees belonging to the marginalized groups.

As shown by the results, there is an unused potential among for-profit entities in terms of work integration
of marginalized groups rather than non-for-profit organizations, even though according to the legal
framework, for-profit entities and cooperatives are excluded from obtaining the status of social enterprise.

Chart 16: Percentage of marginalized groups employed by SEs according to the legal form (N=42)

Chart 17: Specific welfare initiatives towards employee wellbeing (N=42)

It is evidenced that social enterprises do offer family support to their employees frequently (38%),
followed by 33% of them which offer this kind of support rarely or occasionally, while the remaining part
does not provide such support. Public transport subscription is another incentive given to their employees
at frequent basis by 19% of the sample and rarely to occasionally by 38% of SEs.

Supplemental health insurance assumed to be of primary significance is ranked the third compared to
other incentives. Beside the listed incentives in the questionnaire, the respondents mentioned trainings,
entertainment activities organised for their employees as incentives to motivate and grow them
professionally.
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The findings in this section are related to the economic dimension. This finding focus on revealing data
related to the characteristics of these social enterprises such as the products/services offered or planned,
the level of efforts these SEs put in different activities, the sources of revenues used by different legal
forms, production/service provision methods, and the forms of profit reallocation.

economic Dimension
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Chart 18: The industry in which social enterprises surveyed operate or would like to operate (N=42)

The main industries in which surveyed social enterprises operate are: hotel/food service activity (21%);
followed by manufacturing (21%); social services, healthcare and educational services (18%). The trend is
somehow distinct among those organizations, which have not established a social enterprise yet. The two
main industries in which these entities will operate are agricultural/farming (25%) and educational
services (25%).

More specifically, the services offered by those, which operate in the field of hotel/food service activity, are
coffee shops, restaurants, and hostels. The products manufactured by social enterprises range from
furniture, crafts, mosaics, confectionary to bio-cosmetic products. Medicinal herbs is the most prominent
product when it comes to agricultural and farming industry. In general, most of surveyed enterprises
combine retail sales with manufacturing. In addition, there are SEs, which offer a combined package of
products and services such as:

Production of crafts or local food combined with tour packages and accommodation services;
Foreign language courses for youngsters and a coffee shop, which serves also as a recreation
space for the same target group.
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Most of for-profit entities part of the sample operate in agricultural/farming (28.6%) and manufacturing
(28.6%), while most of non-for-profit organizations operate in social/health/educational services (25%),
followed by hotel/food services (21.9%) and manufacturing (15.6%). Cooperatives are concentrated mostly
in the agricultural field.

Chart 19: The industry in which social enterprises surveyed operate or would like to operate according to their legal form of entity (N=42)

Chart 20: The industry in which social enterprises surveyed operate or would like to operate according to the type of strategy used (N=42)

There is a clear correlation between the industry in which SEs operate and the strategy used by them.
Those SEs which offer social/health and educational services embody the bottom of the pyramid
strategy.
SEs in the field of tourism and culture heritage, agricultural/farming and consultancy embody the fair
trade strategy, while SEs operating in retail sales, hotel/food services, manufacturing and cleaning
services mainly use work integration strategy.
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More than half of for-profit organizations (57%) can be considered capital intensive, while non-for-profit
organizations use mostly labor intensive method (47%).

Cooperatives claim to use both labor and capital intensive methods to produce their products. Basically
the trend in Albania is similar to social enterprises in Europe, which have to use costly production factors
such as human resources, capital, and infrastructure (European Commission, 2020).

Chart 21: Production and service provision methods used by social enterprises according to the legal form of entity(N=42)

Social enterprises providing social & educational services, training/consultancy, hotel/food service, retail
sales tend to use more labor intensive method. This is because the service industry relies mostly on labor
force rather than automatization and investment in infrastructure.

Most of SEs which operate in industries such as tourism and culture heritage, manufacturing and cleaning
services claim to use capital intensive method, while those which operate in agricultural and farming use
both labor and capital intensive methods.
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Chart 22: Production and service provision method used by social enterprises according to the industry (N=42)
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Figure 7: Activities in which social enterprises put high level of effort (N=42)

Chart 23: Revenue Sources of For-profit entities (N=7)

Non-for-profit organizations rely mostly on grants obtained by foreign donors, followed by sales and
membership quotes.

Results show that the four activities, in
which social enterprises put high level of
efforts during their operation are: organizing
activities (59.5%), training (54.8%),
educating employees, distributors, clients
(54.8%) and networking (52.4%).

Most of the respondents (83.5%) think that it is possible to attract investors for a social enterprise that
provides solutions to social problems. In the same lines, 81% of the respondents think that people would
back them up if they plan to address a significant social problem.

Chart 24: Revenue Sources of Non-For-profit organizations (N=32)
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Cooperatives rely highly on sales, followed by membership quotes, loans and at lower percentage on
grants.

Despite the legal forms, it is evident that these entities do not have diversified sources of revenues. None
of the SEs included in the sample has revenues from state subvention, public procurement, and business
angels or from other investment schemes.

Chart 25: Revenue Sources for Cooperatives (N=3)

Only 28 out of 34 established social enterprises in the sample generate profits. The top forms of profit
reallocation are to increase the number of employees (75%), to purchase new equipment (75%), to fund
new projects (64%), and for marketing expenses (57%).

Paying dividends is the least form of profit distribution used by the social enterprises and intended to be
used by potential SEs part of the sample. In terms of legal forms, only cooperatives[4] and 43% of for-profit
entities pay or would pay dividends at a small percentage. Non-for-profit organizations do not distribute
any profit (positive balance) due to the constraints deriving from their specific form of organization.

Chart 26: Forms of profit reallocation (N=28)
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[4 ]  A c c o rd i n g  t o  t h e  L aw  No .  3 8 / 2 0 1 2  “ Fo r  Co m p a n i e s  o f  A g r i c u l t u r a l  Co o p e r a t i o n”,  a t  l e a s t  1 5 %  o f  t h e  n e t  p ro f i t  m u s t  b e  a l l o c a t e d  t o  t h e  c o m p u l s o r y
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governance structure

In terms of governance structure,[5] most of social enterprises part of the sample do have a participatory
decision making structure. About 81% of SEs involve employees as part of their decision making
structure, followed by 50% which involve volunteers, 43% that involve their beneficiaries, and 36% of SEs
claim to involve service users and buyers. Local government is not a stakeholder involved in the decision-
making structures of social enterprises.
Beside the listed stakeholders in the questionnarie, some of the respondents mentioned businesses, CSOs
and experts (former employees) which are part of their boards of directors or general assemblies. When
analyzing the composition of the governance structure according to the legal form, it is evidenced that
non-for-profit organizations are those, which involve mostly beneficiaries as part of their decision-
making. In addition, 67% of non-for-profit organizations and all cooperatives involve volunteers as part of
their decision-making structures, while for-profit entities do not involve volunteers since these entities do
not rely heavily in voluntary work.

Chart 27: Decision Making Structure Composition (N=42)

[ 5 ]  T h e  a n s w e r s  a re  b a s e d  o n  t h e  s e l f- d e c l a r a t i o n  o f  t h e  re s p o n d e n t  a n d  t h e  re s e a rc h e r  h av e  n o t  t a ke n  a ny  p ro o f  t o  v e r i f y  t h e i r  a n s w e r s .

In this section the data show the decision making structure of the sample.

Challenges and needs identified
by social enterprises

In this section, there are presented the findings on the challenges faced by established and potential social
enterprises, as well as the needs they have in order to grow steadily. Surveyed social enterprises expressed
their approach towards the current legal framework and tax treatment, which is presented under this
section, too.
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The SEs were asked whether certain challenges could hinder their growth. It was resulted that the top
three challenges prohibiting the growth of these entities are lack of funding (93%), low customer
awareness (79%), and low investor awareness (74%). Different legal forms have different perceptions
about certain challenges encountered.

Preservation of the mission is a challenge only for non-for-profit organizations, due to the fear of deviation
from their social mission. Likewise, applying business principles poses a challenge only for non-for-profit
organizations due to their non-profit approach. Non-for-profit organizations have difficulties to develop a
business mindset and compete in a market with the conventional businesses.

SEs identify certain skills and knowledge that need improvement such as seizing new opportunities in the
market, financial management, marketing, networking, and designing sustainable solutions for social
problems. Beside the listed options, the respondents mentioned lack of skills on sales and business plan
development.

Non-for-profit organizations and cooperatives express a higher need to develop the skills on market
research rather than for-profit entities. Potential SEs point out a more pressing need on social
entrepreneurship concepts and risk management rather than established SEs.

Chart 28: Challenges influencing social enterprises’ growth (N=42)

Most of the respondents (57%) consider that the current legal framework is influencing their development
negatively, followed by 24% of the respondents, which do not know how it will influence their
development, and 12% of SEs, which do not see any influence at all.

Chart 29: The influence of the current legal framework and tax treatment to the development of social enterprises (N=42)
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Only 7% consider that the current legal framework will influence positively the development of social
enterprises. Likewise, most of the respondents (52%) consider that the current tax treatment has a
negative influence, followed by 38% of the respondents who do not know at all how it can affect social
enterprises, and 10% who think there will be no influence at all.

Both non-for-profit organizations which have obtained the status of social enterprise, part of the sample,
consider the tax treatment to have a negative influence on their development.

Some of the respondents’ opinions on the legal framework are:

Only 33% of the respondents knows the legal framework well or very well. The remaining part have no
knowledge at all, or little knowledge on it. Disaggregated by the legal form, it results that for-profit entities
and cooperatives have less knowledge compared to non-for-profit organization. This happens also due to
their exclusion from the legal framework and as a consequence, they have not been part of information
sessions or roundtables organized by the Ministry of Health and Social Protection.

Chart 30: Information on the Legal Framework on Social Enterprises (N=42)
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About 30% of the sample has responded that they are not going to apply for a status, while 32.5 % of the
respondents are undecided and 37.5% think to apply for the status in the future.

The respondents who do not want to apply for the status, provide as reasons for this decision the many
restrictions comprises by the legal framework and lack of incentives hindering the development of social
enterprises. Those who are indecisive about obtaining the status express that the legal framework is still
unclear for them and there is not much information available from the ministry in charge.

Chart 30: Information on the Legal Framework on Social Enterprises (N=42)
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Chart 32: Application for the status according to the knowledge on the legal framework (N=40)
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It is evidenced that 68% of the respondents who have knowledge on the legal framework either do not
consider applying for the status or are undecided, while 50% of those who do not know the legal
framework want to apply for the status of social enterprise. Therefore, this evidence shows that the
willingness to apply for the status is accompanied with a lack of information on the current legal
framework and its conditions.
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Below are presented the conclusions of the study based on the qualitative and quantitative data analysis.

Conclusion

C h a r a c t e r i s t i c s  o f  S o c i a l
E n t e r p r i s e s

This baseline validates the findings of previous studies that the phenomenon of social enterprises is
relatively new and has emerged over the last two decades. Most social enterprises have started their
activity by registering as non-for-profit organizations, but the eco-system comprises also other legal
forms such as for-profit entities and cooperatives. Most of social enterprises recently established have
chosen for-profit legal form to register their entity. For-profit legal form is considered as the most
convenient form of registration to operate as social enterprise due to the flexibility in terms of the type
of economic activities conducted and less operational barriers compared to the other legal forms.

The majority of social enterprises in the sample have 1-5 full-time employees. This fact has not
changed since from the study conducted 4 years ago (Partners Albania, 2016). Apparently, it is difficult
for social enterprises to expand their capacities and workforce while their income sources are very few
and they operate without any fiscal incentive.

The results show that in Albania, social enterprises apply four main strategies: a) work integration; b)
fair trade enterprise; c) bottom of the pyramid; d) others operating in the field of tourism and culture
heritage using social innovation, which are in line with the main clusters identified by the European
Commission in 2011. The two main strategies identified in the sample are work integration of
marginalized groups and fair trade enterprise strategy. There is a correlation between the strategy
used by the social enterprise and the legal form. Among for-profit entities dominates the fair trade
enterprise type followed by work integration, while among non-for-profit organizations prevails work
integration and bottom of the pyramid strategy. Only non-for-profit organizations embody the
bottom of the pyramid strategy, which consists in delivering social/health/educational services to a
certain group of beneficiaries. Social services is an exclusive domain of non-for-profit organizations,
where neither public institutions, nor businesses can deliver. Meanwhile, all cooperatives follow fair
trade strategy, putting the interest of farmers first as the main beneficiary of cooperatives.
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The main industries in which established social enterprises operate are hotel/food service activity,
followed by manufacturing, social services, healthcare and educational services. When it comes to
potential social enterprises, there is a concentration mainly in industries such as agricultural/farming
and educational services. Most of social enterprises provide more than one product or service. They
offer a mix of products and service packages such as hostels, restaurants, tour packages, local food
manufacturing. Many of them pursue vertical integration strategy by simultaneously manufacturing and
providing retail sales of their own products.

In terms of production and service provision method, social enterprises use both methods. There is a
distinction between the legal form and the type of production method. Most of for-profit entities use
capital-intensive method, while most of non-for-profit organizations rely on labor-intensive method.
Apparently, businesses invest more on automatized processes such as machineries and infrastructure.
Cooperatives operating in agricultural and farming industry claim to use both labor and capital
intensive methods to produce and provide their products. The type of production and service provision
method is very interrelated with the industry in which the social enterprise operates. Social enterprises
which provide services rely predominantly in labor force, while other industries such as tourism,
manufacturing, cleaning services invest more in machineries, equipment and require more capital
compared to other industries.

Regarding the revenue sources, unlike other countries social enterprises in Albania rely on few resources
such as sales, grants, membership quotes. Sales comprise the most common revenue source mainly for
for-profit entities and cooperatives, whilst non-for-profit organizations rely mostly on grants given by
foreign donors. While for most European countries state support and public contracts are of utmost
importance for the sustainability of SE sector, in Albania this type of support is almost inexistent.
Alternative forms developed in other countries such as business angels investment, social impact
investment are unknown for the sector in Albania and actually do not represent a source of income for
SEs. Surviving in the market becomes very challenging for social enterprises if taking into account the
specific type of services offered by SEs, their social mission, the tough competition with the
conventional business, and the lack of revenue sources.

In terms of profit, few social enterprises manage to generate profit from the sales of their
products/services. The most common forms where these social enterprises reallocate profits are a)
increase number of employees; b) purchase new equipment/machineries; c) fund new projects; d)
marketing expenses. Only for-profit entities distribute a small percentage of their profits in the form of
shares/dividends.

S o c i a l  D i m e n s i o n  o f  S o c i a l
E n t e r p r i s e s
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Social enterprises pursue predominantly social aim rather than the economic one, a trend widespread
in many European countries. However, there is a significant correlation between the goals pursued and
the legal form. While the majority of for-profit entities pursue primarily the economic aim, non-for-
profit organizations and cooperatives pursue mainly the social aim.

Findings show that over 30% of the total employees in most of social enterprises come from different
marginalized groups. For-profit entities and cooperatives seem to have a large percentage of their
employees from marginalized groups. Even though, the legal framework “On Social Enterprises in
Albania” leaves out cooperatives and for-profit entities, these evidences show an unused potential
which needs to be supported and not to be kept out of the governments’ attention.

Three most frequent groups of beneficiaries that social enterprises serve are unemployed people,
youth, and poor people. Social enterprises serve to these beneficiaries in different ways. Some of them
get the services for free or at lower price than the other customers. Meanwhile, there are social
enterprises that use the profit-generated from the economic activity to serve better and at a larger
scale to these beneficiaries as part of their mission.

Three most addressed social issues by the social enterprises part of the sample are employment of
marginalized groups, economic empowerment, and social protection of marginalized groups.
Issues such as civic engagement, rule of law, human rights are not part of social enterprises’ focus. The
Law No.65/2016 “On Social Enterprises in Albania”1 does not allow distributing any kind of profit,
even though in other countries it is recognized by law that a certain percentage of profits could be
distributed to the social entrepreneurs (Partners Albania, 2019).

E c o n o m i c  D i m e n s i o n  o f  S o c i a l
E n t e r p r i s e s
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Social enterprises have somehow a participatory governance structure through involving employees,
beneficiaries, volunteers and service users/buyers. Beneficiaries comprise a target group, which is
involved mostly in the decision-making structures of non-for-profit organizations. Volunteers are also
involved in the decision-making exclusively by non-for-profit organizations and cooperatives since these
entities rely more in voluntary work than for-profits.

G o v e r n a n c e  S t r u c t u r e  D i m e n s i o n  o f
S o c i a l  E n t e r p r i s e s

Access to finance remains the most prominent challenging issue for the SE sector in Albania. SEs
mention lack of funding, low customer awareness and low investors awareness as the main challenges
faced by them. These are common challenges for the sector even in Europe. Due to the sector’s specific
nature, beneficiaries they serve, and social mission, investors consider social enterprises as high-risk
investments accompanied with a lower return rate. Non-for-profit organizations in particular find some
issues such as preservation of the mission and the application of business principles more challenging
than other entities. Since non-for-profit organizations serve primarily to their social mission, it is
strenuous for them to have a business mindset and compete fairly with the conventional business.

Being agile and seizing new opportunities in the market, financial management, marketing, networking,
design sustainable solutions to their social problems, business plan development and sales represent
the most pressing needs for SEs in terms of knowledge and skills. Non-for-profit organizations claim to
have a much higher need to improve market research skills rather than other entities. Whilst potential
SEs compared to established ones need to improve more their knowledge on risk management and
social entrepreneurship concepts.

Most of the social enterprises consider tax treatment and the current legal framework as challenges,
which are affecting negatively the development of the sector. The absence of fiscal incentives even for
social enterprises employing marginalized groups, accompanied with the vagueness and the
restrictions posed by the legal framework in place put a big question mark on the future growth of social
enterprises in the country.

From the findings, it is evidenced a poor knowledge of the legal framework in place. Most of social
enterprises either have no willingness to apply for the status of social enterprise, or hesitate due to the
bureaucracies and uncertainties deriving from the law. Surprisingly, the finding show that those who are
willing to apply for the status have poor knowledge, or no knowledge at all about the legal framework.
In terms of legal forms, for-profit entities and cooperatives have less knowledge compared to non-for-
profit organizations. Since these entities are not subject of the legal framework, their exposure towards
the law, bylaws and decisions approved is very scarce. Taking into consideration the potential that for-
profit entities and cooperatives represent, the exclusion from the legal recognition would be
suppressing for the further development of the sector as a whole.

C h a l l e n g e s  a n d  N e e d s  I d e n t i f i e d  by
S o c i a l  E n t e r p r i s e s
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The following recommendations stem from the survey findings and provide information about possible
areas of intervention to encourage the development of social enterprises in the future.

recommendations

The findings show lack of knowledge on the current legal framework, and as many social enterprises
point out the ambiguity of the law accompanied with lack of fiscal incentives. Firstly, the Ministry of
Health and Social Protection jointly with other stakeholders working in the SE eco-system should
increase the visibility of the legal framework through organizing awareness campaigns, information
sessions targeting the established and potential social enterprises. The ministry should provide
practical guidance and further clarifications of the procedures on which the status is issued to all
organizations, which are willing to apply for the status.

The roundtables between the Ministry of Health and Social Protection, social enterprises, and other
related stakeholders will serve as a medium to discuss about possible amendments to the Law No.
65/2016 “On Social Enterprises in Albania”.1 Provision of fiscal incentives and the revision of penalties
and restrictive conditions related to social, economic and governance structure would enable
established and potential SEs to contribute in a sustainable way to their social mission and scale up
their activities.[6]

C r e a t i n g  a n  e n a b l i n g  l e g a l  a n d  o p e r a t i o n a l
e n v i r o n m e n t  f o r  t h e  d e v e l o p m e n t  o f  s o c i a l
e n t e r p r i s e s  i n  A l b a n i a .

[6 ] Fo r  m o re  i n f o r m a t i o n  o n  t h e  l e g a l  f r a m e w o r k :  Pa r t n e r s  A l b a n i a ,  2 0 1 9  “A n a l y s i s  o f  t h e  l e g a l  f r a m e w o r k  o n  S o c i a l  E n t e r p r i s e s  i n  A l b a n i a”.  Av a i l a b l e  a t :
h t t p : / /p a r t n e r s a l b a n i a . o r g / w p - c o n t e n t /u p l o a d s / 2 0 1 9/ 0 7/A n a l y s e s - o f- l e g a l - f r a m e w o r k- o n - s o c i a l - e n t e r p r i s e s - i n - A l b a n i a . p d f

The findings show that social enterprises have poor revenue resources, encounter challenges in
accessing funds and register low levels of profits. Taking into consideration the international experience
that SEs depend highly on public contracts and state support, the local government should procure
social services through SEs and build direct partnerships for specific products/services.

The state should stimulate all SEs and in particular work integration social enterprises with subsidies for
the employees, VAT reduction, and profit tax exemption. International best practice does provide
numerous fiscal incentives to stimulate social enterprises activity.® Social enterprises need to get a
broader exposure towards other alternative forms of funding such as business angels, social impact
investment, and equity crowdfunding.® Provision of soft loans that recognize the social impact have to
be in the focus of the banking sector in Albania.

Financial mechanisms dedicated to all types and legal forms of social enterprises should be provided by
local and foreign donors;

C r e a t i o n  o f  a d d i t i o n a l  a n d  n e w  f u n d i n g
o p p o r t u n i t i e s  t o  s u p p o r t  t h e  e s t a b l i s h m e n t  o f
n e w  S E s  a n d  s c a l i n g  u p  t h e  e s t a b l i s h e d  o n e s .
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[6 ] Fo r  m o re  i n f o r m a t i o n  o n  t h e  l e g a l  f r a m e w o r k :  Pa r t n e r s  A l b a n i a ,  2 0 1 9  “A n a l y s i s  o f  t h e  l e g a l  f r a m e w o r k  o n  S o c i a l  E n t e r p r i s e s  i n  A l b a n i a”.  Av a i l a b l e  a t :
h t t p : / /p a r t n e r s a l b a n i a . o r g / w p - c o n t e n t /u p l o a d s / 2 0 1 9/ 0 7/A n a l y s e s - o f- l e g a l - f r a m e w o r k- o n - s o c i a l - e n t e r p r i s e s - i n - A l b a n i a . p d f

Based on the needs and challenges identified by established and potential SEs, the training programs
should address in particular topics such as the agility to seize new opportunities in the market, market
research, PR & communication, financial management, problem solving, business plan development,
sales, risk management, and social entrepreneurship;

Training programs should be designed as fully-fledged packages including workshops, mentoring,
coaching, networking and funding opportunities;

Introduction of social enterprises to national and international networks aiming to have better and
organized advocacy initiatives related to the challenges concerning social enterprises’ sector.

More cross-sectoral activities among donors, social enterprises, businesses, and public institutions
should be organized with the main purpose to expand the opportunities for concrete investments in SE
sector.

I n c r e a s e  t h e  c a p a c i t i e s  o f  t h e  e s t a b l i s h e d  a n d
p o t e n t i a l  s o c i a l  e n t e r p r i s e s  i n  A l b a n i a .
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