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Abstract

The aim of this paper is to describe the aid anplpsut provided for social economy
in Poland, especially with respect to social co@gees. In Poland idea of social
economy spread after 1989. One example of soc@lany entity in Poland is new
type of cooperative — social cooperative. Sociaparatives in the Polish legal order
are the only type of a social enterprise enterethanlegal system by a separate act in
2006. The Polish legislative body followed the nhadesocial cooperatives type B,
operating in Italy. Polish social cooperatives aa@ example not only of a social
enterprise, but also a very good active social @oliool to actively counteract
unemployment according to the principle “Jobs iasteof benefits”. Due to this
aspect, social cooperatives can also be interpratevo ways — firstly, as a place of
social employment (or supported employment) andrsig — simply as a subject of
social economy. Those two ways of interpretatiaa @nnected with the possible aid
and support for this kind of enterprises. Theseaaizations may aid and support from
different sources like: from authority/state — tgevernmental aid (e.g. special
funding, special taxation rules), from European @mi(EU) — EU funds, from others
civil society organizations or non — governmentaamizations (NGO’s) and at least
from private sector.

This paper starts with short description of polistodel of social economy and the
regulation about it. Author presents the informatioegulation and data about actual
position and situation of social economy in PolaAdkey point of this part is the act
of April 27", 2006 on social cooperatives (Social Cooperatives Act of April 27th,
2006 — Journal of Laws of 2006 no. 94, item 65hmended). Afterwards there are
presented the dynamics of the aid and support drerst influence on social
cooperatives. Those analysis are at first more iigzal, but subsequently are also
presented examples of the aid and support.

In the summary author gives answers to four questi&irstly, is the provision of aid
and support rightful (in relation to fair/unfair eopetition)? Secondly, is the aid and
support provided in the same manner in each Potsgion? If there are any
differences, how do they influence social coopeeat? Finally, is the aid and support
delivered efficiently and, therefore, is the depelent of social cooperatives
stimulated?

Keywords: Aid, support, social cooperatives, social econorsgcial enterprise,
Poland, active social policy, unemployment.

JEL-codes:L38, P13, J68.



Introduction

This text is aimed at discussing aid and supparitie social economy in
Poland. The example of social cooperatives wastsglebecause they are the
only legally defined social enterprises in Polanid aare included in all
programmes and regulations concerning aid and stpjpected to the social
economy. The first part of this article presentsibanformation on the Polish
social economy, subsequently the nature of soo@beratives under the law is
specified. The first two sections provide a backgib and introduction to the
issue of aid and support for social cooperativesgmted in the third part. The
last part is devoted to the brief identificationn&w trends in helping the social
economy and new support tools — primarily in therfe@f a pilot lending fund,
“ES fundusz”. The summary of this text aims to, particular, answer the
following questions. Firstly, is the provision ofdaand support lawful (in
relation to fair/unfair competition)? Secondlyaisl and support provided in the
same manner in each region of Poland? If theramyealifferences, how do they
impact social cooperatives? Finally, is the aid angport delivered efficiently
and, therefore, is the development of social caapass stimulated?

The Polish model of social economy

The second half of the 2@entury can be associated among other things with

a change in attitude towards and in conduct of econ and social policies in
many countries around the world. Crises and econsihmocks, political changes
and ongoing demographic processes have led toethrels for new solutions,
both systemic and institutional. More convictioasd stronger ones, about the
“extravagance” of existing social policies and #tate’s failure to perform its
tasks in addition to ideas arising from the theafrynarket failure paved the way
for the more important role of social society ongation. Due to this change the
third sector became a bigger provider of sociatises (Defourny, 2001, p. 1-2;
Amin, 2009, p. 4; Alexander, 2010; Defourny and $&rss, 2006, p. 4) and
an influential partner in the implementation of isbgolicy goals. This is also
connected with the concept of social economy, $oerderprise or social
entrepreneurshipgaining a more important role and strengtheniagodsition.
The second decade of the*ZEntury saw the intensification of the whole
process (Fayolle and Matlay, 2010, p. 1-3; ChawnesMonzon, 2012, p. 5-26).

In Poland the process of rebuilding civil societganizations, particularly
NGOs, began during the transition to a market ecgndnitially (in the 90s),
these organizations functioned as charities noag®ed in economic activity.
This was also connected with the more influentialle rof the non-profit
approach and USA grants for this kind of organaratit may even be said that

! The author will not describe the concepts of tisiedtor, social economy, social enterprise
and social entrepreneurship in detail. They willydme mentioned in a degree that is useful
for the article.



up to the beginning of the 2tentury, social society organizations engaged in
business activities were seen as inferior. A l@nged in this respect during the
period shortly before the Polish accession to thé. EU policy and funding,
and a change in social policy towards active squadicy (further referred to as
ASP) contributed to the rapid popularization ofiabeconomy in Poland. This
trend has further strengthened along with the budaf new social problems.

Historically Poland also had a good background tfee social economy.
Poland has a very solid, long-standing and rictiticn of social organization,
with a lot of examples of solidarity and reciprgaiLes, 2004, p. 186; Bukraba-
Rylska, 2008, p. 29-62; Hausner, 2009, p. 209). fliseknown was a sort of
cooperative, the “Agricultural Mutual Society forestuing in Misfortune”
(Rolnicze Towarzystwo Wspoélnego RatowaniavsNieszcgsciach) founded by
Stanistaw Staszic at the beginning of thé" &entury. During the First and
Second World Wars a lot of mutuals, cooperatived ather organizations
operated in Poland, which are now called the firave of the social economy.
However, the effort made at the time has been Ipigst due to the socialist
rule in Poland after the Second World War. In teeiqul of centrally planned
economy, the sense of cooperative activity wasded, for instance by making
the cooperatives subject to state authorities, @s@at of which they lost their
authenticity, autonomy and independence (Bntskij 2007, p. 18).

The period of transition was as well not favouratue the social economy
and old organizations like cooperatives. During @@mmunist period some
civil society organizations (the old ones) and @yafives acquired a pejorative
meaning. For Polish society, they were associaidd @ommunism much more
than with the great Polish tradition of philanthyppcharity, mutuality,
reciprocity, self-help and voluntary work. Duriniget transition, for politicians
matters such as the social economy, civil sociatyamizations as well as
(active) social policy were not so important. Imstme economic reform with
some tools of social protection, especially forgecexcluded from the labour
market, held a bigger role (Rymsza andierczak, 2008, p. 172-187).

There are several ways of defining the social esgnaocial enterprise or
social entrepreneurship around the world and iaftbl The Polish definition of
the social economy bears more resemblance to thep&an approach, but the
Polish argument about how to translate the conakfite social economy in the
mid-2000s resulted in two different interpretatiarfsit. Social economy was
translated directly into Polish askonomia spotecznavhich actually means
social economics in English. There were voicesmgahat a better description
would begospodarka spoteczr(@xactly social economy in English). After 2007
an unwritten agreement that both designations @qualevas reached. But there
is group of researchers who differentiate the twmes (Rymsza, 2011, p. 21-
22). Ekonomia spotecznas used for the theoretical and political concept

% In the EU the concept of the social economy has peevalent since the 1980s.
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describing economic developmef@ospodarka spoteczna used as the name
of the actual social economy organizations: codp&s, mutual insurance
societies, associations, foundations, social iatemr centres and clubs,
vocational training centres or social cooperatives.

With respect to social cooperatives, as mentiohede, the early Zlcentury
can be associated with the second wave of thelssm@momy (Rymsza, 2008,
p. 172-187) (also known as the new social econoang a change in the
direction of social policy in the countries of Epeo The changes taking place in
response to the crisis of the welfare state hawegor the existence of a strong
bond between the concept and subjects of sociatoeep and ASP. These
changes have also resulted in the social economy logerpreted mainly in the
context of sectofsand from the perspective of the market-failureotiie In
addition, the strengthening of the role of the abeiconomy and ASP can be
associated with the European Social Model, impldéatem the European Union
member states. As mentioned above, this was vdiyential in the case of
Polish social policy. Worth underlining is the faleat up to today (especially for
public authorities) the social economy and socélrise are seen more as a
tool of ASP or an instrument of active labour mangelicy (further referred to
as ALMP) than a conception or expression of a neay wf thinking, social
change or participation. The trends listed aboeeparticularly visible in terms
of the approach to supporting socially marginalizedexcluded groups and
public support for the social economy. Putting i@y, the main task is
activation of the unemployed, which can be condligtéhin the framework of
social economy, particularly in social cooperatives

As of today social cooperatives in the Polish lewdler are, in fact, the only
type of social enterprise introduced in the legaitesm by a separate act. They
are an example of social enterprise built through -+ bottom movement as a
part of labour market institution reform, as a abemployment entity Polish
social cooperatives are closer to social enterprige social firms than to
community enterprises (Pearce, 2003, p. 28-3, Bd)-due to the lack of strong
communities and low social capital (Hausner, 240216-219). Because they
are the only legal type of new social economy foom,the one hand they are
included in every social economy programme in Rihlamd that is the reason
why social cooperatives were chosen as an exarapkhis paper. On the other
hand, among social cooperatives it is possiblarid $ocial enterprises, social
society organizations or firms that do not fulfihet criteria of a social

% The social economy does not mean the same thirigs lthus identified with the so-called
the third sector and non-governmental sector.

* Actually, most public aid and support for socialoperatives comes from Labour Fund
financial resources.



cooperative, but they do not have any other legainfof social economy
organizatiof

The Polish legislative body followed the type B rabdf social cooperatives
operating in Ital§. Polish social cooperatives, due to the fact their aim was
occupational and social integration, are not onfty example of a social
enterprise, but, like their Italian equivalent, ythare enterprises of a special
kind: so-called WISEswork integration social enterprisggsee, for example,
Davister, Defourny and Gregoire, 2004, p. 3). Thegre also created as a
perfect ASP tool to actively counteract unemploymaccording to the “Jobs
instead of benefits” principle. At the beginning tmain purpose of Polish social
cooperatives was to fulfil the needs of people wiare threatened by social
exclusion, who had little chance of finding a job the labour market (Sobol,
2009, p. 10). After a few years (at the end offitet decade of the 21century)
this form gained interest among young people wheewmemployed too, but
were seeking new economic practiceSo now social cooperatives may be
interpreted in two ways — firstly, as a place afiabemployment (or supported
employment) and secondly — simply as a social eaognentity.

The nature of social cooperatives under Polish l&tv

The Act of April 27", 2006 on social cooperatives (further referrecaso
AOSCY clarified the legal provisions on these entitiesxisting since
August 2004 in various legal acts. Social coopegatwere introduced in Polish
legislation in 2004 on the basis of the Act of A@0", 2004 on promotion of
employment and labour market institutidhand by adding Section V to the
Cooperative Law Act of September™6.982%. As mentioned above, initially
the role of cooperatives was interpreted only ursgntally, in the context of
social employment, and they were perceived as #cpkar type of labour
cooperative (Gersdorf, 2009, p. 449-461; 1zdeb2RD6, p. 7-13). Now, more
than seven years after the passing of the AoSCasisemption that social

®> A project of a law on social enterprises is stillpreparation (by Ministry of Labour and
Social Policy) and has not reached the Polishlgie body as yet.

® Italian type A social cooperatives work in theaan# health, social services and education,
while type B cooperatives work in the area of inétign of people disadvantaged on the
labour market (see Borzaga, Santuari, 2005; Bordagss, 2002).

"Eg. Social cooperative “Warszawa”, http://www.e&pnaspoleczna.pl/x/788998
[Accessed: 20th August 2013].

® This chapter partly draws on the papBole of the social cooperatives in overcoming
problems of the unemployed in Polapdesented during the B Mnnual EAEPE Conference
in Cracow in 2012.

®Dz.U. of 2006, no 94, item 651, as amended. Thwigions of the AoSC have been
amended three times in the 2006-2012 period, ohcaugh amendment of the act itself
(2009) and twice — through amendment of its indmaidorovisions (2010 and 2011).

19Dz.U. of 2004, no 99, item 1001, as amended.

1 The consolidated text of the Act: Dz.U. of 2008,188, item 1848.
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cooperatives represent a particular kind of laboawmperative can hardly be
supported. The main differences, which indicate éRistence of two separate
types of cooperatives (social cooperatives anduabooperatives), include: the
prohibition of division of balance sheet surplusoag the members of the social
cooperative, and the obligation to implement sooigéctives by acting towards
social and occupational reintegration. Both the#terénces pertain to the
nature of the social cooperative, making it a sgekind of a cooperative,
without amending its primary objective of a toot &xtivation and counteracting
unemployment. A social cooperative, unlike mostet/pf Polish cooperatives,
can be considered to be the in-between model aogptd the classification of
the four cooperative models (Galera, 2004, p. 20e21a specific example of a
multi-stakeholder cooperative. It is a hybrid (Dafoy and Nyssens, 2008, p. 5)
combining the components of a cooperative and a-gowernmental
organization, which results in the emergence arparation of people working
together to meet economic as well as non-econohjecbves.

A social cooperative, according to Article 2 of theSC, operates in three
dimensions, two of them mandatory. The first camdferred to as the economic
dimension, and it consists in obligatory managemeactivity of the joint
enterprise based on personal effort of its membdrsother words, it refers to
the necessity of undertaking and engaging in bssiraperations, or in paid
work, in a continuous and organized manner. Thiepmnent is thus borrowed
from a classical enterprise, operating to makeitrof

The second area of activity of social cooperativas be referred to as the
reintegration dimension. It refers to obligatoryiaty aimed at achieving social
objectives, including: social reintegration and wmational reintegration of
cooperative members Like the economic dimension, reintegration atyivs
obligatory, and it cannot be performed within thanfework of business
operations conducted. This restriction separatestvo necessary fields of
operation of social cooperatives.

The third aspect of operation of a social coopeedtiis — like in all other
instances of polish cooperatives — the option @fagimg in social, educational
and cultural activity aimed at its members andrtfanilies. It seems proper to
refer to this field of activity as being strictlp@al. Social cooperatives may also
engage in social activity as public benefit orgatians, since the AoSC extends
the scope of this optional activity of social co@ives by adding socially
useful operations connected to public tasks spetiiin the act of April 24
2004 on public benefits and voluntary wBrkl herefore, the third dimension of
social cooperatives’ activity can be referred toitassocial dimensiorsensu

12 Art. 2 para 1 of the AoSC.
13 Art. 2 para 2 of the AoSC.
14 Art. 2 para 3 of the AoSC.
15Dz.U. of 2003, no 96, item 873, as amended.



largo, and it encompasses the activity referred to alasvi,s social dimension
sensu strictoand public benefit activity.

Figure 1 — A simplified diagram of a social cooperae

People from groups not threatened
by social exclusion /
Local government units People from groups threatened
by social exclusion
Church legal persons
Legal persons

Social
cooperative’s statute
(paid and unpaid)
Social dimension

Social, educational
and cultural activi . .
L . v Public benefit activity
(social dimension sensu stricto)

Economic dimension

Source: Own study.

According to Article 4 of the AoSC, a social coogere in Poland may be
established by natural persons from socially exatugroup¥ and other natural
persons (constituting less than 50% of the foundars subsequently members
of the cooperativd and legal persoffs in practice, most social cooperatives
are established by the unemployed@herefore a social cooperative may benefit
from the support prepared for the unemployed, eajpedrom funds provided
for creating jobs. Further on a support systemstamial cooperatives under the
provisions of the law, especially of the AoSC, vied shown.

* The unemployed, the homeless, alcoholics, drudctsjdefugees, persons released from
prison, the mentally ill or the disabled.

17 Up to 2009 this was only 20%.

18 Changes with respect to other natural personseayadl persons were introduced in 20009.

9 According to the most recent research available smwial cooperatives, entitled
“Monitoring of social cooperatives” and conducted2011 for the Ministry of Labour and
Social Policy, 83% of cooperatives were establistrethe initiative of the unemployed.
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As stated above, under the provisions of the Ao&takcooperatives, unlike
other types of cooperatives, are able to conduotd®r social activity. In
addition, the legislative body has allowed soc@bperatives to apply certain
legal solutions which are applicable to non-govexntal organizations on the
basis of the Act on public benefits and voluntanrkv According to Article 8 of
the AoSC, the activity of a social cooperative aina reintegration and social
taskssensu largas not a business activity and it can be conduatedither paid
or unpaid activity, based on the statute. Similafsticle 14 of the AoSC allows
social cooperatives to hire volunteers; howevergesi2010 only for purposes
associated with public benefit. This may be seea ksd of support for social
cooperatives, but in fact it is rather an entitlam® prerogatives arising from
the non-governmental component of social cooperatiAs hybrids, social
cooperatives can also enjoy the rights of enttbexreate it.

Summing up, the legal framework of operation ofiglocooperatives evolved
after 2006 from the social cooperative introduagethe legal system in 2004 as
a place of social employment in a cooperative gntit a special form of social
enterprise that is the social cooperative of todaghould also be taken into
account that at present, social cooperatives iarfébare flagship entities of the
social economy, which fully fit the formula of acsal enterprise. They combine
the components of a classical enterprise, operébingrofit, and a non-profit or
not-for-profit entity, aimed at achieving broadlnderstood social objectives,
and thus operate as a new, special type of a caiger

Aid and support for social cooperatives

As aid and support for social cooperatives weretimeed above in passing,
more information is provided below. To begin withis worth noting that aid
and support are given different meanings in thigepaAid will designate help
which has a more financial nature, e.g. money fant-ip. Support, meanwhile,
indicates help which has a more material or prattmature such as items,
services or also money, but given only in ordep&y for precisely specified
purchases. Aid as well as support can be formahfmrmal. The former is
provided by a public authority and according to #pplicable law. The latter
results instead from personal or societal relatieng. when members of social
cooperatives who graduated from a social integnatientre receive help or
professional knowledge from its employee. Aid andport can also be divided
into groups such as governmental or European ablicpar private, depending
on who provided funding.

Polish law on social cooperatives provides forand support which must be
granted mandatorily and that which may be graniée. latter kind is initiated
by a decision of a staro$ler other representative of local government aesta
All kinds of aid are non-mandatory and only maygbanted. Aid is granted also

20 The staroste (“starosta”) represents the secoral-Imit of local government (“powiat”).
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asde minimisaid in accordance with the Commission Regulationhis matter.
Allocation depends on social cooperatives meetingditions and on the
quantity of means from the Labour Fund. The aiégaty includes:

- subsidies from the Labour Fund (according to ABtpéra 1 subpara 2 of
the Act of April 20th, 2004 on Promotion of Emplognt and Labour
Market Institution&, further referred to as AOPELMI),

- reimbursement of premiums due per each employedoperfor
retirement, disability and health insurance andagbart of individual
employer costs corresponding to premiums for netet, disability and
accident insurance (Art. 12 para 3a of the AoSC),

- financing of a disabled person’s contribution te $ocial cooperative
from the State Fund for Rehabilitation of PersonghwDisabilities
(Paxsstwowy Fundusz Rehabilitacji Osob  Niepetnosprawnych
PRFONY?,

- other subsidies from the state budget or the buddethe local
government unit (Art. 15 para 1 subpara 1 of th&@j

- loans from the state budget or the budget of tleallgovernment unit
(Art. 15 para 1 subpara 2 of the AoSC).

Subsidies from the Labour Fund are instruments bMR and are thus
available to all unemployed equally, with the extap that unemployed
persons who want to establish social cooperativemsy meem slightly
discriminated against in comparison with other upleyed. For all
unemployed, the amount of funds allocated to suthndividual must not
exceed 6 times the average salary, the only exaepeing for a member of a
cooperative — the amount of funds allocated muserceed 4 times the average
salary for a founding member of the cooperativel, animes the average salary
for a member joining the social cooperative aftavas created. This regulation
makes it impossible to use the advantages of catpar

This kind of aid is sometimes problematic for theemployed who want to
establish the social cooperative. Worth underlingithe fact that most of these
people have often been outside the labour marketedisas society for long
time. It is much harder for them to start on sonmgthand so they need more
help than others. Legally, they are entitled taséhsubsidies, but in reality they
sometimes cannot afford them, because they areallet to give a proper
guaranty (security). This problem has been raisednany publications and
documents. The situation is now improving becatmse duthorities allow the
neediest unemployed to receive help from other cgsurnin providing the
guaranty.

L Dz.U. no 99, item 1001 as amended.
22 Art. 12a para 1 of the Act of 27 August 1997 ortiSband Vocational Inclusion and
Employment of Disabled (Dz.U. no 123, item 776 m&aded).
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The number of subsidies is different across Pghisivinces and also varies
when it comes to the number of subsidies that carawarded to one social
cooperative. According to interviews some authesityrant subsidies to all five
founding member of a cooperative, while othersyamie or two of them. It is
worth underlining that the recipients’ catalogudlase subsidies is extended to
alumni of social integration centres and clubs.sThbrks in favour of social
cooperatives, but it is also more because of tmel laf support for those
excluded people. All persons who have received subsidies from the Labour
Fund are equally obligated to run a business orabmember of a social
cooperative for more than 12 months, or must retiuerfunds.

Table 1 — Comparison of the number of social coopatives, subsidies,
contributions, reimbursement and registered unemplgment

Number of
disabled
Number of social person’s
cooperatives entered  Number of contributions | Reimbursemen
in the National Court| subsidies from| financed by of insurance | Unemployment
Register per year | the Labour Fung PFRON premiums rate (%)
Province 2011 2012 | 2011 2012 2011 2012 2011 2012 2011 2p12
Dolnaslaskie 5 24 4 13 0 2 yes 2 10,6 11p
Kujawsko-pomorskie 4 10 24 10 2 22 yes 9 11,0 11,8
Lubelskie 6 19 5 0 0 0 0 0 10,3 10,p
Lubuskie 2 6 0 8 0 0 0 5 9,5 9,0
todzkie 13 12 0 3 0 0 0 65 9,3 11,0
Matopolskie 18 12 5 13 1 3 yes| 45 9,4 10|14
Mazowieckie 11 18 8 18 0 0 0 11 7.9 8,0
Opolskie 5 2 2 5 0 0 yes 5 9,3 9,5
Podkarpackie 6 32 0 10 0 0 yes 12 12,4 13,2
Podlaskie 2 13 0 1 0 1 yes 13 9,2 9,B
Pomorskie 5 3 0 14 11 6 yeg 38 8,b 9,6
Slaskie 8 14 4 0 0 0 yes 20 9,2 9,4
Swi etokrzyskie 2 7 2 3 0 0 0 0 12,9 13,1
Warminsko-mazurskie 7 8 14 14 1 6 yes 14 9,7 11,1
Wielkopolskie 18 16 3 18 1 1 yes| 12 8,7 8.p
Zachodniopomorskie 12 4 4 6 0 3 0 0 11(8 11,0
Total 124 200 75 136 16 44 119 255 9,6 10,1

Source: Own study on the basis of information fttwe Ministry of Labour and Social Policy
Department of Public Benefit, the Polish Generalig&&y Union for Social Cooperatives and
the Central Statistical Office.

The data available on aid from the Labour Fund BRKRON represent too
short a period and are not comparable, which umfately makes it impossible
to carry out detailed research. However, the ldck dear link between the data
provided may be noticed. It seems that the gramh fthe Labour Fund as a tool
of AMLP matters only marginally, if at all, with spect to the creation and
operation of social cooperatives. This conclusieenss to be confirmed in
interviews with cooperative members, who also iatid that for them other
funds, in particular EU funds, were more importdiite connection between the
number of newly established social cooperative wiriods of funding and
disbursement of funds from the European Social H&8F) is indicated on the
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chart below. However, these are only preliminandiings and require further,
in-depth research.

Chart 1 — The number of social cooperatives entered
in the National Court Register in the years 2004-212

250

200

150

100
50 I I
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2004 2005 2006 2007 2008 2009 2010 2011 2012

®m The number of social cooperatives entered in the National Court Register

Source: own study on the basis of data from théoNak Court Register.

The other types of aid from the state budget absidies and loans provided
through the Regional Social Economy Furkedionalny Fundusz Ekonomii
Spotecznej, RFBSn 2005 or the Social Cooperative Support Cenf@sodki
Wsparcia SpotdzielcZoi Socjalnej, OWSShat exist since 2006. During this
period the way these institutions are funded chandpait they continue to
provide aid as well as support from the state éarad cooperatives.

The next element of aid as well as support for degelopment of social
entrepreneurship in Poland, including social coafmegs, is the Operational
Programme Civic Initiatives Fund (2009-2013). RtyoiV: Development of
social entrepreneurship of this Programme outlinegossible areas of support,
which include promotion and dissemination of theeaid of social
entrepreneurship and good practices in the aretheofsocial economy, and
promotion of new forms of management across it.

Another source of aid are projects co-funded by HfeF through the
Operational Programme Human Capital (HC OP). Actirtaken to make
starting and running social cooperatives possiblader the programme’s
priorities” funds are awarded for projects by social coopezatand other social

#3 Central components of HC OP® 1 Employment and social integration; regional
component of HC OP:"7— Promotion of social integration8- Regional human resources
of the economy, ®®— Development of education and competencies imetion.
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society organizations, which thus form loan funds $ocial enterprisé$
including social cooperatives.

In the support category mandatory and facultatimsetruments can be
enumerated, such as:

reimbursement of the cost of equipment or furnighinfor an
unemployed person (according to Art. 46 para 1 aubpl of the
AoPELMI),

exemption from payment of the court fee in the dlai Court Register
(for application for registration as well as for @amment of the entry)
and the fee for publication of those entries in @aurt and Economic
Monitor (Art. 6 para 3 of the AoSC),

services of volunteers in the area of public beraftivity”> (Art. 14 of
the AoSC),

tax relief with respect to income tax for legal gmrs — deductible cost
are not included — if spent in the fiscal yeartfor purposes of activity in
the reintegration dimension (Art. 17 para 1 subp&Baof the Act of
15 February of 1991 on Corporate Income*flax

guarantys (for loans, credits and for return ofereed refund or funds
for initiating economic activity, establishing omwiging a social
cooperative) for ex-employees of social cooperatiestablished by,
among others, a local government unit, who join tla@o social
cooperative, undertake economic activity or are leygal by another
employer (Art. 15 para 1 subpara 3 and Art. 5a arand 6 of the
A0SC),

advisory services on financial, accounting, ecompmiegal and
marketing issues (Art. 15 para 1 subpara 4 of t68@), including those
financed from the Labour Fund and by OWSS,

refunding costs of lustration (Art. 15 para 1 subgaof the AoSC),

support for social cooperatives within the framekwof ESF system
projects through social welfare units (social wedfaentres in the first
and the second-level units of local government).

The above-mentioned types of aid and support fearab@ooperatives are
formal forms of help recorded in various acts o¥.lén addition to these formal
forms, the informal ones should be mentioned. Tdreynot provided for by law,

24E.g. the “PI: ES loan fund” (“Pl: Fundusz ayozkowy ES”) which was created and
operated during the period from Januafy 2012 until October 3 2013 in the Kujawsko-
Pomorskie province.

%> As mentioned above, this activity should not bensas support, because it is an entitlement
of the non-governmental component of the socialpecative, especially after limiting
volunteer help only to public benefit work.

6 Dz.U. of 2000 no 54, item 654 as amended.
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but play an important role nevertheless. Among th&ea may distinguish
support in the form of openness, willingness topawate and partnership of the
local government authorities; support from workefrsocial integration centres
and clubs towards to their graduates; buying prtsdand services from social
cooperative’s or creating campaigns to promote activities, pobsland services
of the social economfy Another example of informal support from the
government is listening to the opinions of soci@remy entities and carrying
out the proposed changes in the law. An exampgleismendment of the AoSC
from 20009.

Under support for social cooperatives by buyingrtpeoducts and services
we can distinguish mechanisms that exist in theadled public procurement
law in social clauses. They work as a support foolexcluded persons by
encouraging companies to employ them in connectwth orders awarded
under public procurement law. So this is a tool ooty targeted at social
cooperatives and social enterprises, but also ep@mmercial enterprises. It
should be noted that despite the fact that in Rbthese social clauses are in
force and it has been possible to put them intetme for almost five years,
only some public entities have done so, and sonmexty local communities
benefit from them. This indicates a great needuitdlirust and cooperation also
in public administration. In addition to social ates, another form of support
through buying products and services from sociapeoatives are public benefit
tasks contracted to social cooperatives in accaelanth the provisions of the
Act on Public Benefit and Volunteer Work. Sociabperatives are recipients of
this form of support alongside other entities.

The above describes the forms of aid and supporsdoial cooperatives
widespread across Poland. It can be added that poopesals of new kinds of
aid and support for social cooperatives have beauemfor example a
possibility for legal persons to donate 1% of ineot&x to, among others, social
cooperatives. The proposed construct was simil#ngaexisting 1% of personal
income tax that can be transferred to public béwefanizations. This proposal
has not been implemented by public authority. Soee forms of help are
briefly presented below.

New forms of aid and support for social cooperative

An analysis of the aid and support for social coapees shows changes over
the years. An important observation is fact tha®atand we are now facing the
change from non-refundable aid towards the mechanfdoans (or other word

27 According to a study on social cooperatives etitiMonitoring of social cooperatives”
most cooperatives sell own products and servicesataral persons or other commercial
companies; the smallest groups of recipients ara@ lgovernment authorities and other social
economy entities.

8 The marketing campaign promoting the social econtaiel “Pro-social purchaseZékup
prospoteczny http://www.zakupprospoleczny.diAccessed: 27 of August 2013].
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— refundable aid). Such mechanisms were first ditced as projects of social
economy entities by the ESF. The main reason wasrherent problem of
social cooperatives (and also the social economylack of money for

investments. Pursuant to the AoSC, social coopestcannot allocate more
than 20% of surplus in investment funds. This meamseal possibility of own

development. Currently, an example of a loan meshamnitiated by public

authorities is “ES Fundusz”.

“ES Fundusz” is a pilot programme of financing #eeial economy funded
by the ESF as the central component of HC OP — &mnpént and social
integration. In the future, Polish central authestwant to use the experience of
this pilot project to create a continuously funotrgg fund. The fund can be used
up to June 30 2015. The main task of “ES Fundusz” is to supgpbgial
economy entities with preferential loans for thdevelopment. Those loans
should be used for broadening their businesses:ntialy be investment in an
already existing economic activity or in a new omgis loan can be spent on
material or immaterial assets and should resulihanease of income and/or
employment in the borrower entity. Another aim &S’ Fundusz” is to give
borrowers professional advisory services free oargh. The essence of
preferential loans is the absence of any additideaat and charges and an
attractive interest rate of 50% and 25% of the sealint rate of the National
Bank of Poland. The social economy entities whigh apply for a loan are:

- worker cooperatives,

- cooperatives of the disabled and the blind,
- social cooperatives,

- NGOs,

- church legal persons and organizational units (gotnglg public benefit

activities),

- joint-stock companies, limited liability companieand sport club

companies (non-profit).

At the end of August 2013 the total amount of giVeans was more than
PLN 2 million (from more than PLN 25 mil.) and 5i6urs of advisory services
were provided. They were given to 27 social econaenyities, including
10 social cooperatives, 4 worker cooperatives, 120N and 1 non-profit
limited liability company?, for purposes like: renovation/adaptation of space
purchase of machinery and equipment, purchase tdrias and other current
assets, purchase of means of transport.

In connection with the new programming period (2@D20) a special
programme for the social economy is being prepacadled the National
Programme for the Development of Social Economyajéiwy Program
Rozwoju Ekonomii Spotecznej, KPRES). One of themties (3: “The social

29 Data according tbttp://esfundusz.pl/?p=94&ccessed: 27 of August 2013].
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economy support system”) of this programme is whalévoted to aid and
support instruments for the social economy. Itudels among others: non-
refundable and refundable financial instrumentsyioling quality services for
the social economy and social enterprise, supgpdoperation and partnership
networks within the social economy. The system erfvises will consist of:
local animation services, services for developn@rthe social economy (this
component refers to activities aimed at initiatthg creation of new companies
and social enterprises, including training, andviddial and group counselling)
and services to assist existing social enterpri3éss project was broadly
consulted with representatives of the social ecgn@nd should soon be
implemented.

In Poland every year in early autumn the Nationaelihg of the Social
Economy Qgdlnopolskie Spotkania Ekonomii Spotecz@S$ES) is held. This
year will see the "7 meeting, during which new forms of aid and supparthe
social economy will also be discussed. Among othie¥se are proposals to raise
the issue of social bonds (including social implaehds) as part of a larger
phenomenon of socially responsible financial insieats. In Poland, banks still
have difficulty in seeing and recognizing the sbe@nomy as a separate client.
They are not working on the creation of separateabid risk assessment for the
social economy, but there is increasing demanadar financial instruments to
be developed also for it. There are proposals tahssocially responsible
financial instruments as capital investment of uemtcapital/private equity —
called social venture capital or other instruments of social investments such
as “patient capital’, mezzanine funds, subordindtehs and also business
angels. In Poland there is also no social agenegenmt in other countries in the
form of stock-exchanges, think-tanks or other sswiand utilities. Now, with
the development of social cooperatives and theasecionomy, and as public
funds cease to be the only supporter, the demansew forms of help is
stronger and more visible in Poland too.

Conclusion

The size and scope of the Polish social econonsuligect to many changes
that affect public policies, regulatory instrumenasailable means of support
and social awareness. In addition, new methodsregaired for assessing
effectiveness and efficiency. Despite this situgtithe state of both the social
economy and social cooperatives can be evaluatatvedy.

To sum up this text and answer the questions pws#tk introduction, it is
clear that the aid and support provided in Polamdat distort or infringe the

30 The first Polish test social venture capital focial enterprises will be implemented by the
Stowarzyszenie Centrum Rozwoju Ekonomicznegek@a@EREP)association. The project,
for which the association has received EU fundwig,entail (among others) the provision of
capital with deferred payment to social cooperatifeom the Warnfisko-Mazurskie
province, which will create jobs for unemployed ggyeople above 15 years of age.
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rules of competition law. Frankly, compared to epées from other states,
Polish formal and informal help for social coopefe@s is not so favourable and
broad. There are also some social cooperative®lamB which were founded
without any formal public aid or support. The imstrents used appear to be
correct, but it can also be seen that the sociah@oy needs to be more
widespread across society and employees of pubtiwoaties. One important
factor seems to be the implementation of otherdats on the social economy
(especially on social enterprise), which shouldultesn the revision and
adjustment of other regulations. If not, other pubfegulations can be
contradictory with those on social economy.

As regards aid for social cooperatives, differencaa be spotted across
Poland. As showed above, in some regions subdidiesthe Labour Fund were
not given. In their place, social cooperatives liefrem other sources for start-
ups, like ESF founds or state programmes prepandd for social economy
entities (e.g. through OWSS). It seems that fumdshfspecial programmes for
social cooperatives work better. Such grants fretiyebind money with
advisory services, which influences the borrower fogking them more
professional. This is important where all or mod$t members of social
cooperatives originate from excluded groups. Wantiderlining is that these
special programmes are created for longer periédsne, during which they
stay unchanged, and are more independent fromatyeng quantity of money
in the Labour Fund. Other conclusions are unfotelganot possible, because
the available data on aid and support represerghiod a period of time and are
hard to compare. As mentioned, research on thealseconomy or social
cooperatives is insufficient. It is therefore impide to answer the question
with certainty. However, this provides a directfon new research.

It is worth noting that the Department of PublicnBét at the Ministry of
Labour and Social Policy is trying to close thigpgalso through cooperation
with the Central Statistical Office. The latter masently added social economy,
among other topics, to its website. It is a pitgtth classified social economy
into the third sector by interpreting it only asethon-governmental and non-
profit sector. This shows the necessity of eduoatiovork on the social
economy.

Finally, the last question is hard to answer, duthé aforementioned lack of
credible data about evaluation of funding. Anotti#ficulty is unambiguously
determining which instrument stimulated the develept of social cooperatives
the most. However, it must be concluded that thigekt role is played by
openness of the government and the institutionalir@mment, which are
changing favourably for the social economy. But the other hand in
government operations we can also see alack oératahding of the social
economy and adverse effects, such as changes iavthen cooperatives that
blur their essential nature. Therefore, the ovdaily introduction of capital
solutions for social economy may be worrying. la ttase of Poland, where the
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social economy and third sector are not very straeneloped (well embedded
in society and in economy), it can lead to the giraation and capitalization of
the social economy. This would not be good, becaafser all the social

economy is governed by different rules than thatakgt economy, which does
not preclude their coexistence.

Research conducted for this paper not only showedshortcomings and
errors in the available data, but is also evidesfdbe need to coordinate Polish
public policy. It must be underlined that in adalitito its pro-employment role,
the social economy can also lead to solutions toynadher social problems. A
more holistic approach is needed, not only in tet@l government, but most
of all in local authorities. It is also importard tlevelop sustainable support
mechanisms and clear procedures, which will take aecount the principles of
the social economy and the characteristics of theple establishing and
working in social cooperatives. Those steps anelglbeing made in Poland.
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