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Introduction

This is a summary of a Report, prepared by CIRIE@(national Centre
of Research and Information on the Public, Sociatl &ooperative
Economy) at the request of the EESC (European Homnand Social
Committee), which consists of a conceptual and @aipve study of the
situation of the Social Economy (SE) in the Euraop&mion (EU) and its
25 member states. The Report was completed in a@@6therefore does
not include Bulgaria or Rumania, which joined therdpean Union on
1 January 2007.

The Report was directed and written by Rafael Chamed José Luis
Monzén of CIRIEC, advised by a Committee of Expertsnposed of
D. Demoustier (France), L. Frobel (Sweden) and pgea® (United
Kingdom).

They also received assistance from sector expértscognised prestige
from the organisations that represent the diffefantilies within the SE:
Cooperatives Europe, the International AssociatbdrMutual Societies
(AIM), the International Association of Mutual Inmsunce Companies
(AISAM), the European Standing Conference on Coafjpess, Mutual
societies, Associations and Foundations (CEP-CMAtRg European
Foundation Centre (EFC), Confederazione Cooperatiltaliana
(Confcooperative), Lega Nazionale delle Cooperatiee Mutue
(LEGACOOP) and Confederaciéon Empresarial EspafieldadEconomia
Social (CEPES). CIRIEC's Scientific Committee ftve SE and the
European sections of CIRIEC have been activelylirein this work.

The conceptual delimitation of the SE is based be European
Commission's Manual on satellite accounts for cerafives and mutual
societies and on the formulations developed by dhganisations that
represent the SE in Europe, with the aim of achgwide political and
scientific consensus.

For the comparative analysis of the current situinatif the SE by countries,
CIRIEC set up a network of correspondents which wdmlly composed
of 52 experts from 26 EU countries (academics,oseetperts and highly-
placed civil servants).



1. Historical evolution of the Social Economy congx

1.1 Popular associations and co-operatives at thaskorical origin of the
Social Economy

As an activity, theSocial EconomySE) is historically linked to grass-roots
associations and co-operatives, which make upaitklimne. The system of
values and the principles of conduct of the popuéssociations,
synthesised by the historical co-operative moveanat those which have
served to formulate the modern concept of the Slclwis structured
around co-operatives, mutual societies, assocmtod foundations.

1.2  Present-day scope and field of activity of th8ocial Economy

In the EU-25, over 240,000 co-operatives were egocally active in

2005. They are well-established in every area ohemic activity and are
particularly prominent in agriculture, financiateénmediation, retailing and
housing and as workers' co-operatives in the imdlstbuilding and

service sectors. These co-operatives provide diemTployment to
3.7 million people and have 143 million members.

Health and social welfare mutuals provide assistamoed cover to over
120 million people. Insurance mutuals have a 2317&ket share.

In the EU-15, in 1997, associations employed 618anipeople and in the
UE-25, in 2005, they accounted for over 4% of GDB a membership of
50% of the citizens of the European Union. In teary2000 the EU-15 had
over 75,000 foundations, which have seen strong/prgince 1980 in the
25 member states, including the recent EU membe@entral and Eastern
Europe. Over 5 million full-time equivalent voluets are working in the
EU-25.

In conclusion, over and beyond its quantitative ont@nce, in recent
decades the SE has not only asserted its abilitynake an effective

contribution to solving the new social problemdias also strengthened its
position as a necessary institution for stable andtainable economic
growth, matching services to needs, increasing vidlee of economic

activities serving social needs, fairer income amealth distribution,

correcting labour market imbalances and, in shakepening and

strengthening economic democracy.



1.3 Present-day identification and institutional reognition of the Social
Economy

The most recent conceptual delimitation of the 3y, its own
organisations, is that of th@harter of Principles of the Social Economy
promoted by the European Standing Conference oonp@aatives, Mutual
Societies, Associations and Foundations (CEP-CMAIRE principles in
guestion are:

* The primacy of the individual and the social obyezbver capital

* Voluntary and open membership

» Democratic control by the membership (does not eonéoundations
as they have no members)

* The combination of the interests of members/useddoa the general
interest

» The defence and application of the principle ofidsoity and
responsibility

* Autonomous management and independence from palthorities

* Most of the surpluses are used in pursuit of sngbde development
objectives, services of interest to members ogtreeral interest.

The rise of the SE has also been recognised itigabland legal circles,
both national and European. At European level, %®9lthe European
Commission published a Communication entitled "Besses in the
“Economie Sociale” sector: Europe’s frontier-frearket”. In that same
year the Commission sponsored the 1st EuropeanalS&monomy
Conference (Paris) and created a Social Economy within DG XXIlI|
Enterprise Policy, Distributive Trades, Tourism ahd Social Economy.
In 1990, 1992, 1993 and 1995 the Commission prodnBigopean Social
Economy Conferences in Rome, Lisbon, Brussels avill& In 1997, the
Luxemburg summit recognised the role of social ecoy companies in
local development and job creation and launched"itmerd System and
Employment" pilot action, taking the field of thecsal economy as its area
of reference.

In the European Parliament too, the European PPaelid Social Economy
Intergroup has been in operation since 1990. In62@%: European
Parliament called on the Commission "to respecstweal economy and to
present a communication on this cornerstone of Eueopean social
model".

The European Economic and Social Committee (EE&C)its part, has
published numerous reports and opinions on the akoeconomy
companies' contribution to achieving different peiiplolicy objectives.



1.4 Towards recognition of the Social Economy in rignal accounts
systems

The companies and organisations that form parh@®fSE concept are not
recognised as a different institutional sector Ine thational accounts
systems. Co-operatives, mutual societies, assocgtnd foundations are
dispersed in the national accounts, making theficdif to perceive.

Recently, the European Commission has developddraual for drawing

up the Satellite Accounts of Companies in the $deé@onomy (co-

operatives and mutual societieghich will make it possible to obtain
consistent, accurate and reliable data on a venjifgant part of the SE,
that of co-operatives, mutual societies and otimeitas companies.

As the SE company satellite accounts manual shgsmethods used by
today's national accounts systems, rooted in thek 20th century, have
developed tools for collecting the major nationadrgomic aggregates in a
mixed economy context with a strong private caitabector and a
complementary and frequently interventionist pukctor. Logically, in a
national accounts system which revolves around paldn institutional
reality there is little room for a third pole whids neither public nor
capitalist, while the latter can be identified wyhactically the entirety of
the private sector. This has been one importantorfaexplaining the
institutional invisibility of the social econoniy present-day societies and,
as the Commission's Manual recognises, it liedds avith the increasing
importance of the organisations that form parhef $E.

1.5 A definition of the SE that fits in with the rational accounts systems
The working definition of the SE proposed in theport is as follows:

The set of private, formally-organised enterpris@sth autonomy of
decision and freedom of membership, created to thegtmembers’ needs
through the market by producing goods and providirgvices, insurance
and finance, where decision-making and any distriou of profits or

surpluses among the members are not directly linketie capital or fees
contributed by each member, each of whom has ote \de Social
Economy also includes private, formally-organisedjamisations with

autonomy of decision and freedom of membershipptttatuce non-market
services for households and whose surpluses, if, amannot be

appropriated by the economic agents that creatatrobor finance them.

This definition is absolutely consistent with thenceptual delimitation of
the SE reflected in the CEP-CMARZharter of Principles of the Social
Economy In national accounts terms, it comprises two msji-sectors of



the SE: a) the market or business sub-sector anthd)non-market
producer sub-sector. This classification is vergfuls for drawing up
reliable statistics and analysing economic acasitin accordance with the
national accounts systems currently in force. Nogsless, from a socio-
economic point of view there is obviously a permkghbetween the two
sub-sectors and close ties between market and aokemin the SE, as a
result of a characteristic that all SE organisaioshare: they are
organisations of people who conduct an activityhwiite main purpose of
meeting the needs of persons rather than remumgyatpitalist investors

According to the above definition, tlehared feature®f these two sub-
sectors of the SE are:

1) They are private, in other words, they are rast pf or controlled by
the public sector;

2) They are formally organised, that is to say ftiy usually have
legal identity;

3) They have autonomy of decision, meaning thaty thave full
capacity to choose and dismiss their governingdsdnd to control
and organise all their activities;

4)  They have freedom of membership, in other wondlsis not
obligatory to join them;

5)  Any distribution of profits or surpluses amorige tuser members,
should it arise, is not proportional to the capital to the fees
contributed by the members but to their activitestransactions
with the organisation.

6) They pursue an economic activity in its own tjgh meet the needs
of persons, households or families. For this reaS&nhorganisations
are said to berganisations of people, not of capitahey work with
capital and other non-monetary resourcesnbufor capital

7) They are democratic organisations. Except fomesovoluntary
organisations that provide non-market services dashholds, SE
primary level or first-tier organisations apply thenciple of “one
person, one vote” in their decision-making processeespective of
the capital or fees contributed by the members.afiiggtions at
other levels are also organised democratically. ifeenbers have
majority or exclusive control of the decision-makipower in the
organisation.

A very important feature of SE organisations tisatiéeply rooted in their
history is democratic control, with equal votinghis (“one person, one
vote”) in the decision-making process.



However, the working definition of the SE estalbdidhabove also accepts
the inclusion of voluntary non-profit organisatiotigt areproducers of
non-market services for househgldsven if they do not possess a
democratic structure, as this allows very promingmtial action Third
Sector organisations that produce social or meabdsof unquestionable
social utility to be included in the Social Econamy

The market or business sub-sector of the SE

The market sub-sector of the SE is made up, innessef co-operatives
and mutual societies, business groups controlleddsgperatives, mutual
societies and other SE organisations, other sinuampanies such as
Spain's labour companiesogiedades laboral@sand certain non-profit
Institutions serving SE companies.

The non-market sub-sector of the Social Economy

The great majority of this sub-sector is composédassociations and
foundations, although organisations with other lldgams may also be
found. It is made up of all the SE organisatiors the national accounts
criteria consider non-market producers, i.e. thibse supply the majority
of their output free of charge or at prices tha¢ @ot economically
significant.

1.6  The Social Economy: pluralism and shared corielentity

The SE has positioned itself in European societg pasle of social utility
between the capitalist sector and the public setits certainly composed
of a great plurality of actors. Old and new sociakds all constitute the
sphere of action of the SE. These needs can béyrtee persons affected
through a business operating on the market, whenesa all the co-
operatives and mutual societies obtain the majofityeir resources, or by
associations and foundations, almost all of whicippsy non-market
services to individuals, households or families asdally obtain most of
their resources from donations, membership fedsidies, etc.

It cannot be ignored that the diversity of the SBaaisations' resources
and agents leads to differences in the dynamidbef behaviour and of
their relations with their surroundings. For instenvolunteers are mainly
found in the organisations of the non-market sudtese (mostly

associations and foundations), while the marketsadbor of the SE (co-
operatives, mutual societies and similar companies practically no

volunteers except in social enterprises, whichaarevident example of a
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hybrid of market and non-market with a wide divigrsof resources
(monetary from the market, public subsidies anduntalry work) and of
agents within the organisation (members, employeeslunteers,
companies and public bodies).

This plural SE which is asserting and consolidatisgplace in a plural
society does not signify a hotchpotch with no idgnbor interpretative

value. On the contrary, the shared core identitthef SE is fortified by a
large and diverse group of free, voluntary micreecuoic entities created
by civil society to meet and solve the needs oividdals, households and
families rather than to remunerate or provide cofar investors or

capitalist companies, in other words, by not-fasfgirorganisations. Over
the past 200 years, this varied spectrum (markenan-market, of mutual
interest or of general interest) has shaped thedThector, as identified
here through the Social Economy approach.

2. Main theoretical approaches related to the So&i Economy
concept

2.1 The Third Sector as a meeting point

The Third Sector (TS) has become a meeting pomtlifferent concepts,

fundamentally the 'non-profit sector' and the ‘ab@conomy' which,

despite describing spheres with large overlappireass do not coincide
exactly. Moreover, the theoretical approaches tiaate been developed
from these concepts assign different functionh® TS in the economies
of today.

2.2  The Non-Profit Organisation approach

The main theoretical approach that addresses theag&t from the SE
approach, is of English-speaking origin: literataretheNon-Profit Sector
or Non-profit Organizations(NPO) first appeared 30 years ago in the
United States. In essence, this approach only sgwavate organisations
which have articles of association forbidding thendlistribute surpluses to
those who founded them or who control or fund them.

These organisations are:

a) Organisationsi.e. they have an institutional structure andsenee.
They are usually legal persons.
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b)  Private i.e. institutionally separate from governmenthaligh they
may receive public funding and may have publicoxfs on their
governing bodies.

c) Self-governingj.e. able to control their own activities and friee
select and dismiss their governing bodies

d)  Non-profit distributingi.e. non-profit organisations may make profits
but these must be ploughed back into the orgaarsatmain mission
and not distributed to the owners, founder memloergoverning
bodies of the organisation.

e) Voluntary,which means two things: firstly, that memberstamot
compulsory or legally imposed and secondly, thatytinust have
volunteers participating in their activities or ragement.

2.3 The Solidarity Economy approach

This approach developed in France and certain Latnerican countries
during the last quarter of the 20th century, asgedito a large degree with
the major growth that the TS has experienced mtiogl to the new social
needs of numerous groups at risk of social exausidne concept of the
solidarity economyevolves around three poles: the market, the State
reciprocity. The latter refers to a non-monetarghenge in the sphere of
primary sociability, identified above all with meeniship of associations.
The solidarity economy approach is an attempt wkhap the three poles
of the system, so the specific experiences orgdmsthin it form hybrids
between the market, non-market and non-monetarposoies and their
resources are also plural in origin: market (salegoods and services),
non-market (government subsidies and donations) aod-monetary
(volunteers).

The solidarity economy approach presents importatements of
convergence with the SE approach, so much so likagxtpressiorbocial
and Solidarity Economig also employed. Also, from the practical poift o
view, all the organisations that are consideredt jdrthe solidarity
economy are also unquestionably part of the SE.

Because of their importance, the main resemblarares differences
between the SE approach and the NPO approach am@reed here below.

2.4 Resemblances and differences between tBecial Economy concept
and the Non-Profit Organization approach

As regards the resemblances between the SE amnP®eapproaches, four
of the five criteria that the NPO approach estallsto distinguish the TS
sphere are also required by the SE appropahate, formally organised
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organisations withautonomy of decisiofself-governing) andreedom of
membershigvoluntary participation).

However, there are three TS delimitation criteriaeve the NPO and SE
approaches clearly differ

a) the non-profit criterion

In the NPO approach, all the organisations thanyway distribute profits
to the persons or organisations that founded themhai control or fund
them are excluded from the TS. In other words, T@amisations must
apply the non-distribution constraint strictly. Agell as not distributing
profits, the NPO approach demands that TS orgammsabe not-for-profit,
in other words, they may not be created primamlygenerate profits or
obtain financial returns.

In the SE approach, the non-profit criterion irsteense is not an essential
requirement for TS organisations. Naturally, the &iproach considers
that many organisations which apply the non-pmiierion strictly belong

in the TS: a broad sector of associations, foundatisocial enterprises and
other non-profit organisations serving persons famdilies that meet the
NPO non-profit criterion and all the SE organisatmiteria established in
this report. However, whereas co-operatives anduahigocieties form a
decisive nucleus of the SE, they are excluded ftoen TS by the NPO
approach because most of them distribute part @f surpluses among
their members.

b)  the democracy criterion

A second difference between the NPO approach an&happroach is the
application of the democracy criterion. The NPOrapph's requirements
for considering that an organisation belongs toTiSedo not include such a
characteristic element of the SE concept as demmocoaganisation.
Consequently, in the NPO approach the TS includasymand very
important, non-profit organisations that do not melee democracy
criterion and are consequently excluded from theby$he SE approach.
Indeed, many non-profit institutions in the nonaintial corporations and
financial corporations sectors that sell their &@my at market prices do not
meet the democratic organisation principle. Theseprofit organisations
which are considered part of the TS by the NPO @ggr and not by the
SE approach include certain hospitals, universiesools, cultural and art
bodies and other institutions which do not meet deenocracy criterion
and sell their services on the market, while meeaiththe requirements set
by the NPO approach.
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In the SE approach any non-profit entities that dot operate
democratically are generally excluded from the dl8jough it is accepted
that voluntary non-profit organisations which pe&inon-market services
to persons or families free of charge or at pricgisich are not
economically significant can be included in the SHese non-profit
institutions justify theirsocial utility by providing merit goods or services
free to individuals or families.

C) the criterion of serving people

Finally, a third difference lies in the intendectipents of the services
provided by the TS organisations, as their scopg @morities differ
between the NPO and the SE approaches. In the §Baagh, the main aim
of all the organisations is to serve people or 08t organisations. In first
tier organisations, most of the beneficiaries ogirthactivities are
individuals, households or families, whether asscomers or as individual
entrepreneurs or producers. Many of these orgammsatonly accept
individuals for membership. On occasion they map alllow legal persons
of any type to become members, but in every cas&His concerns centre
on human beings, who are its reason for being lamgadal of its activities.

The NPO approach, on the other hand, has no ortehat considers

service to people a priority objective. Non-pradriganisations can be set
up both to provide services to persons and to geothhem to corporations
that control or fund these organisations. There magn be first-tier non-

profit organisations composed exclusively of cdgiesed companies,

whether financial or non-financial. As a resulte thield analysed by the

NPO approach is very heterogeneously defined.

In conclusion, the above resemblances and diffeehetween the NPO
and SE approaches, together with the existencesbéied space composed
of organisations included by both, make it possibleppreciate important
conceptual and methodological divergences whicmatoallow the TS to
be configured by simply adding together the growbsorganisations
considered by the two approaches.

Concerning the differences between the two appemds regards the
functions that the TS can perform in developed enuas, so far as the
NPO approach is concerndte TS lies between the State and the market
and the mission of its most characteristic nucl@hie social third sector)
consists in satisfying a considerable quantity afia needs that are not
being met either by the market (due to a lack d¥esdt demand with
purchasing power) or by the public sector (as pulbinding is incapable of
doing so), making it essential to turn to a thiyhe of resources and
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motivations. The Anglo-Saxon concept, basedvolunteers charities (in
Britain) and foundations (United States), insists on the values of
philanthropy and theon-profitcriterion.

The lack of profitability of the work carried ou¢chonstrates the purity and
rectitude of the motives that underlie it and conf membership of the
TS, which thereby shows itsharitable and welfarenature, its mission
being to palliate the shortcomings of an ungenepalndic social protection
system and the excesses of a market system thaires dynamic but also
more implacable than any other system towardssi@lsent social sectors.

For the SE approach, the TS is not located betweemarket and the state
but between the capitalist sector and the public sedtoom this point of
view, in developed societies the TS is positionedpole of social utility
made up of a broad set of private organisations dha created to meet
social needs rather than to remunerate capitalisstors.

At all events, the concept of the TS developedneySE does not consider
it a residual sector but an institutional pole loé system which, together
with the public sector and the capitalist privagetsr, is a key factor for

consolidating welfare in developed societies bypimgl to solve some of

their most prominent problems, such as social exahy large-scale long-
term unemployment, geographical imbalances, loedigovernment and

fairer income and wealth distribution, among others

Unlike the NPO approach, which mainly sees the §8aving a charitable
and philanthropic role and developing one-way suwltgl initiatives, the SE
also promotes business initiatives with reciprosalidarity among their
initiators, based on a system of values where deatioadecision making
and the priority of people over capital in the dsition of surpluses
prevail.

The SE does not just see people in need as théevpdssneficiaries of
social philanthropy, it also raises citizens to ttstatus of active
protagonists of their own destiny.

3. National concepts of the SE

The social and economic reality which in this wavk refer to as the
‘Social Economy’ is widespread and in evident exgi@am throughout the
European Union. However, this term as well asatsrgific concept, is not
unambiguous across all the different countrieshef Wnion, and in some
cases not even within a single country, but usuedlgxists with other
terms and similar concepts.
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In accordance with the methodology used in theystfdThe enterprises
and organizations of the third system. A strategicallenge for
employmen(CIRIEC 2000), this researthimed, firstly, to assess the level
of recognition of the Social Economy in three intpat spheres, namely
public administration, the academic and scientfiarld and the Social
Economy sector itself in each country, and, seggndlidentify and assess
other similar concepts

Table 1. Degree of national acceptance of the ‘SatEconomy’ concept

Country

By the public
authorities

By social economy
companies

By the academic /
scientific world

Belgium

*%*

**

*kk

France

*k%k

*kk

**

Ireland

*%*

*k%k

*%

Italy

*%

*kk

*k%k

Portugal

**%

*k%k

*kk

Spain

*kk

*kk

*%k%

Sweden

*%

*kk

*%*

Austria

*%*

*%

Denmark

k%

*%*

Finland

*%*

*%

k%

Germany

*

*%*

Greece

**

*%

*%*

Luxembourg

*%

*%*

*%

Netherlands

*

United Kingdom

*

*%*

New member state

Cyprus

**

*%*

**

Czech Republic

*

*%

*

Estonia

*%

*

Hungary

*

*

Latvia

*

**%k

**k

Lithuania

*%*

*

Malta

*%*

Kkk

*%

Poland

*%*

**k

*%*

Slovakia

n/a

n/a

n/a

Slovenia

*

*%*

**

Note: Questionnaire question: Could you tell us tlvbe the concept of the 'SE' is
recognized in your country?

! The primary information gathering was based onrmai-®pen questionnaire addressed to the
team of correspondents, all of whom are privilegghesses with an expert knowledge of the
concept of the Social Economy and similar terms ahdhe reality of this sector in their
respective countries. The degree of recognitionbleas divided into three relative levels across
the different countries: (*) scant or no accep&wt this concept; (**) a medium level of
acceptance; and (***) a high level of acceptance.
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The results allow three groups of countries tadeatified:

- Countries with the greatest acceptance of the quonoé the SE:
France, Italy, Portugal, Spain, Belgium, Irelandl &weden. The
first four countries (all of them Latin) stand oespecially France,
the birthplace of this concept. In France, as imiigpthe SE is
recognised in law.

- Countries with a medium (relative) level of accep® of the
concept of the SEThese are Cyprus, Denmark, Finland, Greece,
Luxembourg, Latvia, Malta, Poland and the Unitechgtom. In
these countries the concept of the SE coexistsgsida other
concepts, such as the Non-Profit sector, the Valyrdector and that
of Social Enterprises. In the United Kingdom, tlwevllevel of
recognition of the SE concept contrasts with thegeioment's policy
of support for social firms. In Poland it is quaenew concept but is
Increasingly accepted, fostered particularly by shecturing effect
of the European Union;

- Countries with little or no recognition of the camt of the SEIn a
group of countries composed of Austria, the CzedpuRlic,
Estonia, Germany, Hungary, Lithuania, the Nethelsanand
Slovenia, a group which mainly comprises counttieg joined the
European Union in the latest enlargement and Gem@untries,
the concept of the SE is little known or incipiewhile the related
concepts of the Non-Profit Sector, Voluntary Sectmd Non-
Governmental Organizations sector enjoy a greatezl lof relative
recognition.

In addition to the concepts of the Social Econompn-profit Sector,
Social Enterprises and Third Sector, other widelgeated notions coexist
in several countries of the Union. In the Unitechggdom, Denmark, Malta
and Slovenia, the concepts of Voluntary Sector Biot-Governmental
Organizations, more closely related to the idea MNbn-Profit
Organizations, would appear to enjoy wide scientifiocial and political
recognition. Confined to the French-speaking Euaopeountries (France,
the Walloon Region of Belgium and Luxembourg), tencepts of the
Solidarity Economy and the Social and Solidarityokmmy are also
recognized, while the notion ofzemeinwirtschaft (General Interest
Economy) is well-established in Germanic countsesh as Germany and
Austria.
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4, The components of the Social Economy

Concerning the institutional forms that make up $teor the related term
which each country deems most recognized, it has lbeund that these
vary significantly from one country to another bluat all of them share a
nucleus of genuine national forms, comprising Cerapves, Mutual
Societies, Associations and Foundations, whicleiperts consider belong
to the SE in their country.

Alongside these four structural components, otlpecisic forms are also
mentioned, such as social firmmisericordias (Portuguese charitable
associations)instituicdes particulares de solidariedade sodiBbrtuguese
private social solidarity institutions), developrheagencies, community
foundations, istituzioni di pubblica assistenza e beneficenidtalian
charitable institutions)sociedades laboraleg€Spanish labour companies),
integration enterprises, special employment centi@at organisations
with worker participation, voluntary organisationand pro-social
associations.

In several countries certain components of therSiae broad sense do not
recognise themselves as being integral parts ef gacial sector; on the
contrary, they assert their idiosyncrasy and ismafThis is the case of co-
operatives in countries such as Germany, the Urkieddom or Latvia
and, partially, in Portugal.

Less recognition that mutual societies (friendlgisties) are part of the SE
Is found in some of the new Member States of theofgan Union.
Explanations for this situation may be found in ling level of recognition
of the very concept of the SE, together with theealoe of a legal status for
these institutional forms in these countries.

5. The platforms and networks of the Social Economin Europe

Self-recognition as a differentiated socio-economsphiere can be seen
when there are solid organisations representingsétéor. Through these
organisations, not only does the ES acquire vigibilt can also take part
and defend its own specific interests in the precefsdrawing up and

applying national and EU public policies.

In the different European countries, the assoaqiatithat represent SE
companies and organisations have mainly arisen &@®@ctor perspective,
giving rise to ‘family' groups of representativgamisations:

- Co-operative family.: EUROCOOP (retail), ACME (inance),
CECODHAS (housing), CECOP (production/workers), A
(farming), GEBC (banking), UEPS (pharmacies).
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These, in turn, are members of a recently foundabrella organisation:
Cooperatives Europe.

- Mutual society family: AIM (mutual societies), ACMEnsurance),
AISAM (mutual insurance).

- Association and social action organisation famiNEDAG (voluntary
associations), EFC (foundations), European Platfofr8ocial NGOs,
CEFEC (social firms, employment initiatives andiabco-operatives).

Most of these European-level representation orgéoiss are in turn
members of CEP-CMAF, the European Standing Conéereon Co-
operatives, Mutual societies, Associations and Hations, which is
currently the top European SE interlocutor for Bugopean institutions.

In some countries the representative associatians Burpassed the sector
level and created intersectorial organisations éxaticitly refer to the SE.
Examples of these are CEPES, the Spanish Busirmdederation of the
Social Economy; its counterpart in France, CEGIBS,Gouncil of Social
Economy Companies and Institutions; in BelgiumFfhamish VOSEC and
the Walloon CONCERTES organisations; the Social &alidarity
Economy Platform in Luxembourg and the Social EcoyoStanding
Conference in Poland.

6. The Social Economy in the European Union in figes’

From a macroeconomic perspective, the social ecgnori&urope is very
important in both human and economic terms. It eyglover 11 million
people, equivalent to 6.7% of the wage-earning [adjaun of the EU.

In the ten new EU member countries, those emplay¢de SE account for
4.2% of the wage-earning population. This is a lopercentage than the
average in the 'old' 15 member states (7.0%) arabumtries such as the
Netherlands (10.7%), Ireland (10.6%) or France%#.7

The family of associations, foundations and simitaganisations (3

column of figures), taken as a whole, is the mgjocomponent of the
European SE. However, in the new member countnésira Italy, Spain,
Finland and Sweden, the majority family is that au-operatives and
similar.

2 The statistical information on the SE in Européased on secondary data and mainly refers
to 2002-2003. For some countries, essentially #ve BU member states, no quantitative data
existed prior to this study and this informatiomsld be treated with caution.
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Table 2. Paid employment in co-operatives, mutualcgieties, associations and similar
organisations in the European Union (2002-2003)

Country Co-operatives| Mutual societigs ~ Associations TOTAL
Belgium 17,04f 12,864 249,700 279,611
France 439,72 110,100 1,435,330 1,985,150
Ireland 35,992 650 118,664 155,306
Italy 837,024 note* 499,389 1,336,413
Portugal 51,000 note* 159,950 210,950
Spain 488,606 3,548 380,060 872,214
Sweden 99,50D 11,000 95,197 205,697
Austria 62,145 8,000 190,000 260,145
Denmark 39,10y 1,000 120,657 160,764
Finland 95,00( 5,405 74,992 175,397
Germany 466,900 150,000 1,414,937 2,031,837
Greece 12,34p 489 57,000 69,834
Luxembourg 748 n/a 6,500 7,248
Netherlands 110,710 n/a 661,400 772,110
United Kingdom 190,458 47,818 1,473,000 1,711,276
Cyprus 4,491 n/a n/a 4,491
Czech Republic 90,874 147 74,200 165,221
Estonia 15,250 n/a 8,000 23,250
Hungary 42,787 n/a 32,882 75,669
Latvia 300 n/a n/a 300
Lithuania 7,70( 0 n/a 7,700
Malta 238 n/a n/a 238
Poland 469,179 n/a 60,000 529,179
Slovakia 82,012 n/a 16,200 98,212
Slovenia 4,401 270 n/a 4,671
TOTAL 3,663,534 351,291 7,128,054 11,142,883

* The data for mutual societies are aggregatetl thibse for co-operatives in Italy and
for associations in Portugal.

7. Examples of companies and organisations in the8al Economy

To complement the macroeconomic data, the dynamesm socio-
economic richness of the SE in Europe is also &gmeed through
specific cases that testify to the plurality ofpesses which the SE offers
to the multiple needs and aspirations of Europearesy, reveal the wealth
of forms that these organisations adopt and makédr that despite the
diversity of specific dynamics it is possible t@mdify a shared thread: that
of their membership of a socio-economic sector tledtabetween the
traditional capitalist private economy and the pubtonomy.

The following cases, selected with the help ofgha&ly's correspondents in
each country, illustrate the heterogeneity of S&cpece in Europe:
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Cooperativa Sociale Prospettivieabour integration of the most disadvantaged
through making artistic cerami¢sww.prospettivacoop )t

Cheque DéjeunerCo-operative: job creation with valugsvww.cheque-
dejeuner.com

Irizar Group: the second-biggest European luxury coach ufaaturer
(www.irizar.con)

Multipharmg a great pharmaceutical co-operatiweviv.multipharma.bg
Association of Lithuanian Credit Co-operatives) organisation for financial
inclusion (www.lku.lt)

Dairygold  Agricultural Co-operative  Society supporting farmers
(www.dairygold.ig

Anecoop a farming cooperative group that harmonises lacal agricultural
development with technological innovatiGmww.anecoop.comn

Estonian Union of Co-operative Housing Associatjomger 100,000 people
living in co-operative housinfiwww.ekyl.eg

COFAC,the biggest Portuguese university co-operative igeimg knowledge
and human capitdivww.ulusofona.pt

Cooperaciéon y Desarrollo de Bonardscal-level public/private cooperation
and developmenwiww.bonares.gs

Co-operative  Society of Cyprus Marine Services (GRINE)
(www.comarine.com.cy

Consorzio Beni Culturali Italiathe first service to culture is to create culture
(www.consorziobeniculturali.it)

Britannia building societythe second-largest building society in the United
Kingdom (www.britannia.co.uk

Vzajemnahealth and medical care insurafieevw.vzajemna.9i

MACIF, the biggest mutual society in Frar{eevw.macif.fr)

TapiolaGroup insurance, banking, savings and investméntsw.tapiola.f)
TheBenenden Healthcare Socig¢tyww.benenden-healthcare.org)uk
Shelter,a great charity for the homelessaw.england.shelter.org.yk

Alte Feuerwache Kdéln  self-managed socio-cultural centre
(www.altefeuerwachekoeln.de)

Artisans du Mondethe first association for fair trade with therthworld
(www.artisansdumonde.org

Motivacio a foundation for social integration of the hamgped
(www.motivacio.h)

Fondazione Cariploresources to help civic and social institutiomevide a
better service to the communiwww.fondazionecariplo.jt

Trangsviksbolaget ABa community business in the north of Sweden
(www.trangsviken.se

ONCE,the Spanish organisation of the blind, integrassdicapped people
into the labour market and provides social servieeswy.once.ep

Association for Mutual HelpFlandria, access to complementary health
serviceqwww.flandria.p)
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8. The Social Economy, pole of social utility

The concept of the SE is closely linked to the emt€ of progress and
social cohesion. The contribution to European dpcienade by
Cooperatives, Mutual Societies, Associations, Fatiods and other social
enterprises far transcends the contribution wihnicstiictly economic terms
the GDP is capable of reflecting, which is by ncaamesmall. The potential
of this social sector to generatecial added valués great, as is its multi-
dimensional and markedly qualitative realisatiomick is why it is not
always easy to perceive and quantify. In factpitmues to defy methods
for the evaluation of wealth and well-being.

Many studies have shown that the SE forms a spaaterégulates the
system in the interests of achieving a more balkhmedel of social and
economic development. This regulatory role showeelfiton different
levels, such as in the definition of socio-econoraittivities, in the
accessibility of services (geographically, sociallfinancially and
culturally), in its ability to fit services to neg@nd in its ability to generate
stability in a context of eminently cyclical econes1 The capacity of the
SE to generate new opportunities for society has been shown, as has
the fact that this is a social sector which briagand of development that
puts people first.

The spheres with the highest scientific, social gmditical consensus

concerning recognition of the social value addentrdoutions of the SE

are social cohesion, employment, generating andtaiaing the social and
economic fabric, the development of democracy, aoicinovation and

local development. However, the SE also makes t@t@mntributions to a

fairer distribution of income and wealth, to cragtiand providing welfare

services (such as social, health and social sgagitvices), to sustainable
development, to greater democracy and involvemgrihe public and to

increasing the efficiency of public policies.

Social cohesionComplementing and, above all, paving the way idslic
action in the struggle against social exclusioe, $it has demonstrated its
capacity to increase the levels of social cohesioitiwo ways. In the first
place, it has contributed to the social and wortegration of clearly
disadvantaged people and geographical areas; #ssbhen particularly
evident in the case of associations, foundations, iasertion and other
social enterprises, which have reduced povertyexatlsion levels. In the
second place, via the SE, society has increasebtbvid of democratic
culture, has boosted its degree of social partidpaand has managed to
give a voice and negotiating capability to sociabups previously
excluded from the economic process and from thega® of drafting and
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applying public policies, especially those formathiat local and regional
levels.

Local and regional developmenthe SE also constitutes a strategic motor
for local and regional development. Indeed, it sh@awgreat potential for
activating endogenous development processes inl raraas, for
reactivating declining industrial areas and forafghtating and revitalising
run-down urban areas, in short, for contributingetmlogenous economic
development, restoring competitiveness to extenareas and facilitating
their integration at national and internationaleewectifying significant
spatial imbalances. This capacity is supportedrgyraents that fit in with
the conceptual parameters of the Swedish Nobelewmmer Gunnar
Myrdal's economic development theory, as it promapread effects
(local-level development and accumulation procgsaad minimises the
regression obackwash effectsa) given its authentic profit and surplus
distribution logic, it shows a greater propensttyeinvest the profits in the
geographical area where they were generated;ib)aible to mobilise not
only the agents with the best knowledge of theidion@ and in the best
position to initiate suitable initiatives, but alfte resources that exist at
local level; c) it is capable of creating and speg entrepreneurial culture
and a business fabric; d) it can hook up the géiarand/or expansion of
economic activity to local needs (e.g. communityw®es) and/or the local
productive fabric; e) it can maintain economic dtgs at risk of
disappearing owing to lack of profitability (e.g.rafts) or strong
competition (traditional industries); f) it can geate social capital as
Putnam understands it, as the fundamental institati foundation for
fostering sustained economic development.

Equally, certain properties of the SE have beehlighted by the current
context of globalisation, where relocations of proiibn processes are
constantly challenging the regions: the authenicf&@m of control and

decision-making, based on democratic principles @tigen participation,

tends to keep the reins of the economic procedsnnibe civil society of

its own area (unlike capital investors), anchoramgerprises better within
the community and giving the local area greateormainy to define its own

model of development.

Innovation: The SE's capacity for innovation, in the differ@inhensions

identified by Shumpeter (product, process, market @arganisation), is no
less important, especially in the processes of ghawithin European

society. The direct contact between this socialcseand society endows it
with a special capacity for detecting new needanoklling them into the
public administration and traditional profit-makipgvate enterprises and,
where appropriate, coming up with creative innomat@sponses. In the
nineteenth century, for example, mutual assistauometies and friendly
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societies were pioneers in responding to the neédle new industrial
society by covering health risks and were assatiatith sustaining the
income of the working class, shaping momentousas@oid institutional
innovations which were the forerunners to the aweabf public social
security systems in Europe. The many ways in whibese SE
organizations were linked to this process is rédgdn the variety of social
security models.

In the sphere of technological innovation, too,eesqly in contexts where
SE innovation systems are developed, the generatidrdissemination of
new ideas and innovations has shown higher sucagss A key factor in
these systems is the stable alliance between tlegait agents of a region
involved in fostering the SE, such as the goverriragencies in charge of
these matters, the universities, the federatiodsta® business sector of the
Social Economy itself. Some examples are Quebee, Ntondragdn
Cooperative Corporation and the CEPES-Andalusitesys the South of
Spain.

Innovation has not received balanced funding frarblig authorities and
private institutions, however. Preference has bgamen to financing
technological innovation rather than other formsirofovation where the
SE is a greater leader.

Employment:lt is in the regulation of the numerous imbalangeshe
labour market that the social value added by théo&Hmes most visibly
and explicitly apparent. It is hardly surprisingathramong the European
governments it is the ministries of work and soeafiairs that tend to be
responsible for fostering the SE. The European bsidisbon Strategy
itself expressly recognizes the SE as the corts @mployment policy.

In particular, the SE has contributed to creatieg/ obs, retaining jobs in
sectors and businesses in crisis and/or threatenebtbsure, increasing job
stability levels, bringing jobs out of the blackoeomy into the official

one, keeping skills alive (e.g. crafts) and explgrnew occupations (e.g.
social educator) and developing routes into work dooups that are
especially disadvantaged and falling into sociatlesion. Over the last
few decades statistical data have shown that at gowerful job-creating
sector in Europe, with greater sensitivity to empient than the other
sectors of the economy (see CIRIEC 2000).

Nonetheless, the SE, on its own, does not corstaytanacea for Europe.
Major specific problems limit its potential. A seus problem, from a
macroeconomic viewpoint, is the exaggerated atdimizaf the sector and
its initiatives and its structural resistancesdanfing groups. Another big
problem is the structural tendency in the SE omgmtions to find their
specific features being watered down, or even wolme traditional for-
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profit companies, in the case of the SE compalhiaisare most involved in
the market, or to become instrumentalised by gawent bodies, or even
dependant (particularly financially) on them, whbeir habitual relations
are with the authorities. This phenomenon is knaasnorganisational
iIsomorphismlf it really wants to develop its full potentidhe SE needs to
create mechanisms to resist this dilution or degdio®, organise self-
sustaining development mechanisms that will previst becoming
dependent on the other two sectors and forge efimn From the
microeconomic point of view the main problems ane,the one hand, the
difficulty that SE companies and organisations havattracting capital to
finance their investments and activities and, andther, their tensions in
retaining strategic human resources.

Building Europe:Historically, the SE has not been unconnected whieh
project of building Europe, from the Treaty of Rgnwehich explicitly
acknowledged the cooperatives as forms of entreprship, to the
European Constitution project, which refers to aiaomarket economy.
To reach the levels of welfare and progress that\tfestern' countries of
the European Union enjoy, the European social @otamic model has
needed the contribution of the SE, which has praazhble of occupying
a space that balances economic and social aspwrgtes between public
institutions and civil society and evens out soaial economic imbalances
in a plural society and economy.

The economies and societies of the new membersséagegoing through
lengthy processes of transition from Communist plag systems to
regulated market economies. The adjustments theg ha@ade in recent
years have had serious consequences for theirctesp&ES, particularly
in the co-operative sector, which was instrumesgalifor many decades
and even during the transition to a market systéometheless, contrary to
the predictions of some, this sector has not basmahtled on a large
scale. Mutual societies, associations and foundstifor their part, after
half a century when they virtually disappeared, experiencing a gradual
rediscovery and expansion in tandem with the deweént of civil society,

social movements and trade unions in these coagntrie

Developing this 'third pillar' is of interest toetmew member states if they
wish to follow the European model of developmentl achieve fast,
adequate integration into the European social model
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9. Legislation for the SE actors in the European Uion

This important social sector is widely recognisgdlie institutions of the
various EU countries in terms of legislation andqies.

The statutory provisions defining this frameworkabssh three types of
recognition of this sector: 1) explicit recognitiby the public authorities
of the different identity of these organizationshieh require special
treatment. In this respect, the purpose of the aafdaw is to establish
them as Private Agents; 2) recognition of theseuigations' capacity and
liberty to operate in any sector of economic andiadoactivity; 3)
recognition of the SE's role as an interlocutothia process of drawing up
and applying different public policies, viewinga$ co-decision maker and
co-executor of the policies.

In Europe, the different forms of the SE do notale/enjoy an adequate
level of institutionalization in these three areas.

As far as the first is concerned, not all formghaf SE are recognised to the
same extent in the legal systems of the differenntries of the European
Union.

In the case of the cooperatives, which are explicitcognized in Article or
Section 48 of the Treaty of Rome as a specific tfjpgompany and also in
the constitutions of various member states, likee@Ge, Italy, Portugal and
Spain, although they have a regulatory frameworthiwiwhich they can
operate and which guarantees the rights of menayetghird parties there
Is not always a specific law at national level tregjulates all cooperatives.
Indeed, certain countries such as Denmark, the CEmpublic or the
United Kingdom lack general laws on co-operativiBoaigh they have
some laws for specific types of cooperative, lilai$ing cooperatives in
the case of Denmark or credit cooperatives or traabns in the United
Kingdom and the Czech Republic. This contrasts Wighsituation in other
countries like Spain, Italy or France, which sufiem legislative inflation
in this area, with different laws according to tlype of cooperative and
level of government (national and regional).

An analogous situation is found in the differenaedegal status of the
forms taken by the SE in Europe. Three groups afnty may be
identified: the first has specific legislation fine SE forms, the second has
some statutory provisions covering SE organisatispattered among
different laws and the third lacks any trace oidigion governing certain
forms of the SE.

Shortfalls in the legislation can cause serioudiatities as regards the
legal position of groups that wish to set up SEaargations: the legal
framework can act as a brake on the deploymentewf forms if the
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existing ones cannot be adapted to new necessitiethis respect, the
objective of the new legislation that has appearedecent years in
different countries, like the specific laws congéegisocial companies (Act
of 2003 in Finland, Act of 2004 in Lithuania andtAl8/2005 in ltaly),

social cooperatives (Acts of 2006 in Poland andwal) and non-profit
organizations of social utility (Decree 460/1997 Italy) or the

modifications to existing laws to reflect new forifike the cooperative
societies of collective interest created in 2001Fnance, or the social
initiative cooperatives that have appeared in regears in the different
laws concerning Spanish co-operatives), has bepnotade a channel for
the development of an emerging 'New Social Econonifie recent
legislation passed in the last few years in sevefahe new European
Union member states is particularly significant.

At the European level, the new Statute for a Eusopg@o-operative Society
Is already favouring the spread of this form of 8t€, not only improving
the possibilities of the European co-operativesidoating transnational
activities but also, above all, developing the @ett countries which lack
their own statute, as in the case of the Unitedgllom, or where these
legal forms had been increasingly losing socialsfige through being
considered vestiges of the old regime, as in the members in Central
and Eastern Europe.

Equally, the removal of the proposals for a Europé&dutual Society
Statute and a European Association from the Europg@ammission's
agenda in the past few years has been a seridagckdd providing greater
opportunities for the deployment of these formshef SE in this continent.

The specificity of the organisations in the SE iasdd on certain
characteristic values and principles. The purpdsth® rules that govern
these organisations is to reflect this specifidayjng down the principle of
democratic decision-making and limitations on howfigs and surpluses
are distributed, among others. However, this speeibdus operands not
neutral. The use of these legal forms occasiondaheding groups and
economic agents relatively higher operating expersenpared to other
forms of private company. The expenses entailethbgpecific features of
the SE organisations respond to their internabsatif social costs, linked
to the democratic decision-making process, the te¢ surpluses are
allotted and the nature of the goods and serviceduged, which are
basically of social and/or general interest, coragan the externalisation
of private costs by traditional for-profit privatempanies.

From the perspective of guaranteeing equal oppidaramong different
types of organization, and given that unequal s8duna call for differences
in treatment, the legal framework should institoteasures to compensate
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for the operational difficulties suffered by legarms that afford poorer
opportunities. These measures may be grants bytdlwe also take the
form of tax concessions. At the same time, howea&rmakers should set
up suitable mechanisms to prevent certain econageats from behaving
opportunistically and taking advantage of the comgpéons for adopting
these forms without shouldering their respectiveso

In most countries in the western part of the Euaopenion, the four main
legal forms taken by the SE enjoy some kind of sjgetax treatment. The
benefits of such special fiscal measures are muowadant for associations
and foundations, on the grounds of their non-prudiiure and the way they
assign resources and surpluses, which give pritoitgctivities of social
and/or general interest. Such legislation has Istengthened in recent
years in a number of countries, such as Spain's4B8(2002 passing its
NPO taxation system, Italy's Act 460/1997 on theLOS or non-profit
organisations of social utility and Germany's '&bciLaw Code'
(Sozialgesetzbughgoverning non-profit organisations. As regards co
operatives, many countries that have a speciatyatem do not extend it
to all co-operatives. In Ireland, for instanceisitonly applicable to credit
unions and in Greece only to agricultural coopeesti

The institutional framework also defines the SE&gm for action in the
different sectors of social and economic activijthough the statutory
provisions for the forms of the SE recognise thigint to operate freely in
the market like any other private agent, sectouleggpns can raise barriers
to their entering certain fields of activity andveeping freely within
them. In the case of mutual societies, three peaterf development by
economic sectors can be observed: there are cesiviiere mutuals can
operate in numerous fields, as in the United Kimgdaovhere they can
engage in activities ranging from water suppliesgorts; another group of
countries confines their field of action to certagctors, such as healthcare
or health and safety cover; while the final growmesl not possess this legal
form. Additionally, where sector rules prevent sskeing mutualised,
insurance co-operatives and mutual insurance sexieannot be set up.
The situation is similar for co-operatives in otsectors of the economy.

10. Public policies towards the Social Economy inWopean Union
countries

Over the last quarter of a century there have lmegnerous national and
regional governments within the European Union whiave deployed
public policies with explicit references to the sb@conomy in its entirety
or to its components. In general, they have fortedlaector policies

28



which have included explicit references, albeigmentary and disjointed,
to the institutional forms that make up the soei@nomy. The examples
include active employment policies involving worgeco-operatives and
integration enterprises, social services policiefiere associations,
foundations and other non-profit organisations hplayed a key role,
agricultural and rural development policies, in @hihe agricultural co-
operatives have been involved, or references taahygrovident societies
in the framework of social security systems. Mareently, and singularly,
policies specific to the Slkave emerged, some centred on businesses which
operate in the market place and others aimed afprafit organizations
that operate outside the market, but seldom cogdrwth. However, the
deployment of these policies in the countries & Buropean Union has
been patchy in both its extent and its content.

Many countries in the EU have a high-level bodyhwmitthe national
government with explicit, acknowledged respondipifor matters relating
to the SE. This is the case of the Belgian govemism&ecrétariat d'Etat au
Développement Durable et a I'Economie Sociale €aor of State for
Sustainable Development and the Social Economg)Diheccion General
de Economia Social (Social Economy Directorate-Gahef the Spanish
Ministry of Labour and of several of the regionavgrnments, the French
government's  Délégation Interministérielle a [I'lmaton, a
I'expérimentation sociale et a [I'économie socialtntgrministerial
Delegation for Innovation, Social Experimentatiomdathe Social
Economy), the Social Economy Unit — FAS in Irelartde Direzione
generale per gli enti cooperative, Ministero dedaluppo economico
(Directorate General for co-operative bodies, Mmyisof Economic
Development) and the Agenzia per le Onlus (Agenoy $ocially
Responsible Non-Profit Organizations) in Italy, tN&O Liaison Unit in
the Maltese Government's Ministry for the FamilydaBocial Solidarity,
Portugal's Instituto Antonio Sérgio do Sector Caapieo (INSCOOP) and,
in the United Kingdom, the Cabinet Office's Soéalerprise Unit and the
Treasury's Charity and Third Sector Finance Unit.

The policies that have in fact been implementetbster the SE present a
varied catalogue of types. Depending on the nailitbe instruments they
employ, they can be classified as institutional iqgge$, policies of
diffusion, training and research, financial polgi@olicies of support with
real services and demand policies.
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11. Public policies towards the SE at European Uniolevel

The attention paid to the SE by the different EUhatities has been
growing over the last three decades, albeit intemily and with

differences between institutions. The importané rol the SE in the social
and economic development of Europe has progregsiveen gaining
recognition and with this, its position as a costene of the European
Social Model.

The long march towards institutional recognition the SE and the
structuring of specific European policies startedhie 1980s. It culminated
in 1989 with the Communication from the Commissiorthe Council on

“Businesses in the 'Economie Sociale' sector: Elisodrontier-free

market”, which proposed that a European legal badise form of Statutes
be established for co-operatives, associations rantlial societies, and
with the creation of the Social Economy Unit in &mean Commission
Directorate-General XXIII.

Two other EU institutions have been important chiamg of the SE:

- the European Economic and Social Committee (EE&@European
Union consultative body. It has SE representatines Group Il and
they have created a ‘Social Economy Category’. EBESC has been
especially active in recent years and has isswasfaeOpinions.

- the European Parliament. It first set up a Eurodeariament Social
Economy Intergroup in 1990.

Another body is the Consultative Committee of Coapees, Mutuals,
Associations and Foundations (CCCMAF). It was $§einu1998 to give its
opinion on the different matters concerning thenpston of the SE at
European Union level. The Committee was abolishee@Q000, after the
restructuring of the Commission, but at the ini@t of the sector
organizations themselves, the Permanent Europeanfe@oce of
Cooperatives, Mutual Societies, Associations andinBations (CEP-
CMAF) was immediately activated as a European @iatfto act as the
interlocutor of the European institutions.

When implementing measures, the EU institutionspkeeeting a two-
pronged problem in relation to the social econonty: scanty legal

foundation and its insufficient conceptual defimitj struggling with an
absence of explicit references in the basic Eumopéaon texts (Treaty of
Rome and Treaty of Maastricht), a definition (ifyamased on legal form
rather than on the activities being conducted, andultiplicity of terms

(the Third system, civil society, etc) that hindeonsensus on the
designation to be employed.
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From the point of view of the legal recognition ahé visibility of the SE,
the organisation of European Conferences, the appod EESC Opinions
and the initiatives and opinions of the Europearlidaent Social
Economy Intergroup should be mentioned, as wethasapproval of the
Statute for a European Co-operative Society.

In the policies employed, the objectives to whitle tSE is linked are
essentially employment, social services and sacdhésion, so they appear
above all in two major lines of public policy: satiand work integration
and social policies and local development and jaaton policies. The
EU institutions' interest in involving the SE irete objectives constitutes a
fundamental advance, although it does reveal sowawiew of the SE's
potential and of the properties it could generatdhe economy and society
of Europe.

In the absence of a specific European budgetatgypfur the SE, the SE's
participation in the European Union's budgetarygyohas been achieved
through the framework of employment and social eaire policies,

specifically the pluriannual budgets to promote Svidihd employment
such as the ADAPT initiative, the EQUAL initiativfer social and work
integration, the European Social Fund (ESF) andThied System and
Employment pilot action.

These programmes have had a wide-ranging strugtueifiect, both

nationally and internationally, in coordinating astducturing the European
SE in terms of federations, networks, researchiucaland policies. The
EQUAL programme is particularly important. It supioprojects that
involve participation by SE organisations with thesm such as
"Strengthening the social economy (the third sg@ctmpecially the services
of interest to the community, with a focus on impng the quality of

jobs". They also include lectures and debates, whie key factors for
spreading the concept. It is having a decisive ohjpa countries such as
Poland, Ireland and Austria.

The timid advances in recognition and in the depleyt of policies at
European Community level contrast with the diffi@g that spring from
the EU'scompetition policyand, more recently, from ittate aid policy

12. Trends and challenges

The Social Economy: an emerging sector in a pluraociety

The main and most important trend that can be @bdein the recent
evolution of the Social Economy is its consolidatio European society as
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a pole of social utilitybetween the capitalist sector and the public secto
made up of a great plurality of actors: co-opeesjvmutual societies,
associations, foundations and other similar conggand organisations.

The citizens' associative movement is experienciogsiderable growth
through promoting solidarity business initiativesredted towards
producing and distributing merit or social goodsteadily greater
collaboration between the associative and co-operanovements is
discernable in the development of many of theijgmts and activities, as
in the case of social enterprises. The capacitthese initiatives to solve
the new social needthat have appeared in recent decades has resttalis
the importance of the SE.

The SE has not only asserted its ability to makeféactive contribution to

solving new social problems, however, it has atsengithened its position
in traditional sectors such as agriculture, indysservices, retailing,
banking and mutual insurance. In other words, tkeisSalso presenting
itself as a necessary institution for stable arglasnable economic growth,
matching services to needs, increasing the valuecohomic activities
serving social needs, fairer income and wealthridigion, correcting

labour market imbalances and deepening economiociay.

The new SE is taking shape as an emerging sectmwhws increasingly
indispensable if an adequate response to the naikernbes of the global
economy and society is to be provided. These aigdie lie at the root of
the increasing interest in the role that treav SE can play in the welfare
society.

The necessary conceptual identification of the SE

A challenge that the SE needs to address withday de that of ending its
institutional invisibility. This invisibility is eplained not only by the
emerging nature of the SE as a new sector in tbeoggic system but also
by the lack of a conceptual identification, i.eclear, rigorous definition of
the features that the different types of compamied organisations that
make up the SE share and the specific traits thable them to be
distinguished from the rest.

On this point, a gradual process of conceptualtifiestion of the SE has
been discernible in recent years, drawing in bbath layers themselves,
through their representative organisations, anensific and political
bodies. This Report presents a concept of the SElaged from the
criteria set out in the European Commissiodfanual for drawing up
Satellite Accounts of Companies in the Social Eoghavhich, in turn,
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concurs with the definitions formulated in the miceconomics literature
and by the SE organisations themselves.

Legal identification of the SE and recognition in he national accounts

Conceptual identification of the SE will make itgsthble to tackle the
challenge of its identification in the legal systemf the EU and EU
member states. Although some European countries th@dEU itself
recognise the SE as such in a number of legal, teegsther with some of
its constituents, progress needs to be made catwaty definition of the
extent of the SE and the requisites that its coraptsnmust fulfil in order
to prevent dilution of its identifying features amide loss of its social
utility.

A Legal Statute of the S&nd effective legal barriers to entry need to be
introduced so that no non-SE organisation can liteinen economies of
legal form of organisation or from public policiesencourage the SE.

This Report has also shown the increasing sizé@f3SE, which directly
provides over 11 million jobs, accounting for 6%tofal EU employment.
In contrast, it is invisible in the national acctara hurdle that constitutes
another major challenge.

Current national accounting rules, drawn up at beeght of mixed

economy systems, do not acknowledge the SE as feretifiated

institutional sector, making it difficult to drawpuregular, accurate and
reliable economic statistics on the agents of whichs composed.

Internationally, the heterogeneous criteria empiloyi@ drawing up

statistics prevent comparative analyses and defract the authority of

approaches which draw attention to the evidentrdmriton that the SE
makes to achieving major economic policy objectives

The recent preparation of the European CommissMafsual for drawing
up the Satellite Accounts of Companies in the $dé@nomyis an
Important step towards institutional recognitionook part of the SE in the
national accounts systems. The Manual explainsngt@odology by which
reliable, harmonised statistics can be drawn uguiinout the EU, within
the National Accounts framework (the 1995 ESA),flee major groups of
SE companies: a) co-operatives, b) mutual socjat)eSE business groups,
d) other similar companies in the SE and e) noriitpirestitutions serving
SE companies.

The SE in Europe has to meet a double challenglisrfield: firstly, the
organisations that represent the SE need to made wbice heard in the
European Commission and in each of the Member SStatensure that the
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Manual's proposals are put into effect. Specificaliey need to get each
EU member state to set ugstatistical Register of Companies in the Social
Economy based on the delimitation criteria laid down le tManual, so
that satellite accounts covering the companieshesd registers can be
drawn up.

Secondly, they need to promote initiatives thatl wibke it possible to
prepare reliable, harmonised statistics on theelagggment of the SE that is
not covered by the European Commission's Manuais Begment is
largely made up of associations and foundations;tware covered by the
United Nations'Handbook on Non-Profit Institutions in the Systefn o
National AccountsThis Handbook includes many non-profit organmadi
that are not part of the SE, but it would be pdsstb disaggregate the
statistics for non-profit organisations that meet SE identity criteria as
defined in this report from the non-profit sectdatstics drawn up in
accordance with the NPl Handbook.

Coordination between SE federations

Being plural and multiform, the SE needs strongaargations to represent
the different groups of companies and organisatiohswhich it is
composed. However, the identity which they all shand the nucleus of
common interests that agglutinates the SE sugdestnecessity and
advisability of wholeheartedly undertaking processtgeachieve associative
coordination of the entire SE, both at each of tia¢ional levels and
transnationally throughout Europe. The more visibled powerful the
collective image transmitted by the SE, the gretlierchances of effective
action and development for each and every oneeofitbups of agents that
make up this sector.

The SE and social dialogue

Achieving recognition of the SE as a specific ildeutor in the social
dialogue is a very considerable challenge.

The SE has become a major institution of civil sgciwhich contributes

significantly to the organisation of its associatifabric and the

development of participative democracy. At the séime, nonetheless, the
SE is a potent economic and social actor with $igecharacteristics that
escape the classic scheme of employers/employeedesmnand that the SE
be expressly recognised as a social interlocutor.

During the second half of the 20th century, at tieeght of the mixed
economy systems, the major figures at the negagdtibles which agreed
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public policies (particularly income policies) wergovernments,
employers' organisations and trades unions. Nov&dagwever, the
economy has become more plural and this demandst giarticipation in
the social dialogue by all the sectors involved:plyers' federations,
trades unions, governments and this other greatipgraf social and
economic players, entrepreneurs and employersctmprises the new SE
and is playing an increasingly prominent role ia tleveloped world.

Together with the classicollective bargainingtables, social dialogue
tables that include th8E agentshould be proposed, as these would be
more in accordance with the new economic scendrithea start of the
century.

The SE and public policies

For over two decades, the European institutionsliélP@ent, Commission
and Economic and Social Committee) have recognisedSE's capacity
for correcting significant social and economic itamees and helping to
achieve various objectives of general interest. eRtlg, the European
Parliament identified the SE as a fundamental ipdiad keystone of the
European social modétlé de volte du modele social europgéen

As a result, even more than before, the membertdearand the European
Commission must undertake concrete commitments dkenthe SE not
only an effective instrument to achieve particylablic policy objectives

in the general interest but also, in itself (i.eogerativism, mutualism,
associationism and general interest initiativesily society), an objective

in its own right, indispensable for the consolidatof a developed society
and the values associated with the European soodél. At this point, the

organisations that represent the ES have an impopart to play by

presenting initiatives and proposals to the EUituisbns, political parties,

trades unions, universities and other organisatittrad represent civil

society.

The SE and the markets: competitiveness and sociabhesion

The recent and future evolution of the SE in Eurbpe been and will be
strongly influenced by changes in the environmentvhich it operates,
particularly in the markets, which are increasingllgbalised and more and
more characterised by intensified competition, déedisation and
delocalisation of production and changes in the g@ayernments act, with
a clear trend towards the progressive deregulagioth privatisation of
public services. Together with the emergence of rs®weial problems
(ageing population, mass migration, etc.), theseghs not only give rise
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to growth opportunities for the SE but also to Erajes and threats to
some of its spheres of action.

The different companies and organisations that mak¢he SE face the
challenge of integrating efficient production preses and social welfare
objectives in the conduct of their affairs. Witha@ay, the SE actors must
tackle the development of competitive strategiemdoordance with the
new demands of steadily more competitive marketoraer to make
themselves useful instruments for their membersifanee and for
strengthening social cohesion.

Entering into business networks and alliances, tic@anew ways to
finance companies, innovating in products and @eee and giving
Impetus to training and knowledge development pedicmust feature
prominently among their competitive strategies.

The SE, the new enlarged European Union and the delopment of an
integrated Euro-Mediterranean space

The EU places great importance on the objectivecaisolidating an
integrated European space where social and econoegaalities between
the EU-15 and the 12 new member countries in Basted Southern
Europe will be diminished and eliminated as soonpassible. Among
other consequences, these inequalities have caosstlerable migratory
flows from East to West within the EU. Together lwitronger social
cohesion in the EU, another challenge is to fosterintegrated Euro-
Mediterranean space that will become an area cparity and stability.
For this, all the countries bordering on the Mead#rean need to
consolidate strong democratic states and the ptiv@uabric of civil
society in the southern rim countries needs toxparded.

In these countries, high population growth and o#trictural reasons are
preventing their economic growth from leading tdigher standard of
living for the majority of the population, which isvhy the Euro-

Mediterranean region and the EU have become ortbeofyeographical
areas with the greatest migratory movements, imgeof both size and
intensity. These are further compounded by largaufadion groups from

Latin America, Sub-Saharan Africa and South-Easasountries.

Owing to their specific characteristics, the SEoexican play a major role
both in integrating the immigrant population anddeveloping trade flows
within the EU and between Europe and the southdrres of the

Mediterranean.
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The educational system, research and exchange netks, the university and
the SE

The European Union's education systems are destimederform an
Important function in fostering entrepreneurialtaté and democratising
the economy through training projects that stineulantrepreneurial
initiatives based on the values which charactetime SE. In turn, the
development of new products and innovative procgseéSE companies
require these companies to boost initiatives foopewation with the
university centres that generate and transmit kedgé. Research
networks and information exchange networks betwbese centres and
SE professionals will contribute, as they have la®@ng in recent years, to
broadening the necessary SE-specific knowledgesbase disseminating
this knowledge throughout Europe.

SE identity and values

The new SE is taking shape in the European Unioa psle of social

utility in a plural economy system, alongside a publicenwy sector and a
capitalist economy sector.

The challenge that the SE must face is to surmtientlangers of dilution

or trivialisation of its identifying features, wliicare what give it its

specific social utility Because of this, the SEocastneed to deepen their
awareness of the values that make up their sharedot reference, use all
the social and cultural levers that are attunethése values to reaffirm
their own institutional profile and achieve an efféhat multiplies their

economic and social potential.

The challenges and trends outlined above are monalusive decalogue
but a proposal that is open to debate, a startomgt fpor reflection in the
new phase that has opened up in Europe with tlenrexpansions of the
European Union.

In this new phase and new social economy, all thenmence and all the
responsibility for defining its specific profilesa the strategic objectives it
should adopt in order to play a leading part inding Europe rightfully
fall to the actors in the social economy itself.
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