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INTRODUCTION

1. Object of the Mission

Whatever its name, the Third System is often spoken of in terms of a way worth exploring
and supporting to promote employment. While this is not the primary objective of the great
majority of enterprises and organizations of the Third System, they do, nonetheless
contribute to employment. In fact, we can demonstrate several logics of evolution and of
emergence of employment within this sector: a redistribution of employment in management
structures in the face of the demands of competition, the transformation of assisted
integration employment into long-term employment (through improvement of solvency and
professionalism), the creation of real jobs through regrouping working hours, the emergence
of new jobs stemming from innovative projects (workers co-operatives, new forms of co-
enterprise) or the identification of new areas of demand.

Assessing the contributions of the Third System to the employment market seemed of great
importance. A multitude of studies have, of course, been carried out over the last few years
with respect to the Third System; however, adopting a variety of paradigms and approaches
and focusing on different fields, these studies remain relatively unknown and are little known
and fragmented. In addition, new types of enterprises and organizations and new forms of
work have appeared these last few years within the sector. Finally, a number of
complementary organizations support the sector's organizations and numerous economic
policies influence their impact in terms of employment.

In this context the current research has focused on two objectives. The first objective was an
assessment of the situation of the Third System in the European Union. This assessment was
divided into four parts: 1) an inventory of existing significative studies of the Third System,
particularly with regard to its impact on employment; 2) an inventory of the types of
organizations and enterprises in the Third System; 3) an inventory of the types of
organizations and resource centres supporting the organizations of the Third System,
particularly their contributions to employment; 4) an inventory of types of economic policy
support measures. For each of the fifteen countries, a synthetic report brings out the principal
elements drawn from the four inventories and proposes some conclusions.

The second objective is twofold. An analysis of the aforementioned inventories identifies the
dynamics at work in the Third System and the specific contributions of support organizations
and economic policies. In parallel, a historical and dynamic approach based on crossing the
different European research traditions, produces an integrated European definition of the
Third System.

Finally, the whole set of results makes it possible to formulate some operational
recommendations on the subject of public policies likely to support positive contributions to
the Third System in terms of employment.
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2. The Research Teams

The project ran between December 1997 and November 1999. It united over thirty partners
coming out of several European scientific networks: CIRIEC, the ICA and EMES Research
Committees. The scientific co-ordinators overseeing the project are Professor Bernard Thiry
(CIRIEC and University of Liege) and Professor Jacques Defourny (University of Liege), the
general administration and co-ordination have been undertaken by CIRIEC.

In order to lead this ambitious project to fruition, we sought complementarity in the
constitution of two autonomous work groups. The first work group, charged with gathering
and implementing the various elements necessary to evaluate the current situation of the
Third System and with analyzing the dynamics of employment within the Third System, is
made up of twenty-nine partners:

- Adalbert Evers (University of Giessen), Ingo Bode and Achim Gram (University of
Duisburg), and Sigrid Gronback (Institute for Social Research), Frankfurt), Germany;

- Bernard Thiry, David Vivet and Christine Dussart, CIRIEC and University of Liege
(Belgium);

- Enzo Pezzini, CECOP;

- Gurli Jakobsen, Copenhagen Business School (Denmark);

- Rafael Chaves and Jos¢ Luis Monzon Campos, University of Valencia and CIRIEC Spain;

- Dani¢le Demoustier, Marie-Laure Ramisse and Denis Anselme, University of Grenoble and
CIRIEC France;

- Pekka Pattiniemi and Sauli Puhakka, University of Helsinki (Finland);

- Olympia Klimi-Kaminari and C.L. Papageorgiou, Institute of Co-operation (Greece);

- Patricia O'Hara, University of Cork (Ireland);

- Massimo Pinchera, Dante Cosi, Martina Iannizzotto, Amalia Lulli, Stefano Sacconi and
Stefano Zolea, CIRIEC Italy;

- Pieter Ruys, University of Tilburg (Netherlands);

- Miguel Carneiro, INSCOOP (Portugal);

- Roger Spear, University of Milton Keynes (United Kingdom);

- Jan Olsson, KOOP1i and CIRIEC Sweden.

This first work group (Work Group No. 1) was piloted by a co-ordination team composed of
six individuals: Dani¢le Demoustier (University of Grenoble and CIRIEC France), Jos¢ Luis
Monzon Campos and Rafael Chaves (University of Valencia, CIRIEC Spain), Enzo Pezzini
(CECOP, Logistics co-ordinator for the EMES network), Roger Spear (Open University
Milton Keynes, United Kingdom, President of the ICA Research Committee) and Bernard
Thiry (Director of CIRIEC).

The second work group, responsible for drawing comparisons between the theoretical
principles, practical experiences in the field and public policies, was composed of seven
specialists in the sector: Carlo Borzaga (University of Trento, Italy), Jacques Defourny

" The Austrian partner (Austrian Section of CIRIEC) has only realized part of the mission.
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(University of Liége, Belgium), Adalbert Evers (University of Giessen, Germany), Jean-
Louis Laville (CRIDA, France), Jane Lewis (University of Nottingham, United Kingdom),
Marthe Nyssens (Leuven Catholic University, Belgium) and Victor Pestoff (University of
South Stockholm and Baltics, Sweden).

Over the course of the two years of research, the two work groups operated autonomously,
but in close collaboration with one another sharing results and co-ordinating any parallel
efforts. This co-ordination was effected primarily by Bernard Thiry and Jean Louis Laville
with the help of Jacques Defourny, Christine Dussart and Adalbert Evers. The latter was a
member of both work groups. All the members of the project met in Paris on April 8, 1999.
Group 1 met twice, in May 1998 and April 1999, and group 2 three times, in October 1998
and in April and October 1999.

3. The Work Calendar

The work was spread over twenty-four months between December 1997 and November
1999. It can be summarized in five general phases which overlap to a certain degree.

December, 1997 - February, 1998

Establishment of partnerships and creation of work groups.

February - June, 1998

Standardization of files, explanatory appendices and general indicators for the situation
assessment of the current status of the Third System (four inventories and one final report per
country).

May, 1998 - September, 1999

Production of Third System situation assessments by work group 1. Exchanges and synthesis
effected by work group 2 (comparisons between the theoretical frameworks and practical
experiences in the field).

January - September, 1999

Analysis of the results of the inventories performed by work group 1 (including the process
of refereeing and complementary efforts). Emphasis on the dynamics of employment and on
levers and brakes applied to developing employment in the Third System.

Continuation of the efforts of work group 2.

September - November, 1999

Conclusions by both work groups. Comparison and combination of conclusions. Elaboration
of the final report and definition of recommendations in the domain of public policy.
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As specified in the initially defined work programme, the co-ordination team of work group
1 (R. Chaves, D. Demoustier, J.-L. Monzon, R. Spear, B. Thiry) first organized the necessary
tools for the four inventories, i.e., grids and explanations. Next, this same guiding team
oversaw the performance of the inventories in all of the partner countries. This took
somewhat longer than was originally expected. Several meetings were necessary in order to
be sure that this vast operation was being carried out correctly and also to analyse the data
collected. This analysis concentrated particularly on isolating employment dynamics and
comparing them to the hypotheses made at the onset of this project. We felt it opportune, for
example, to request that each partner put together a synthesis on the Third System within the
country in question.

4. Contents of the Final Report

Under the supervision of the five co-ordinators, the members of work group 1 performed the
four inventories of the situation assessment of the Third System mentioned above, i.e.,
significative existing studies, types of organizations and enterprises belonging to the Third
System, existing support structures and public policies affecting the Third System. As the
table below indicates, we now have a total of 628 files of which 289 relate to Inventory 1,
118 to Inventory 2, 127 to Inventory 3 and 94 to Inventory 4.

Situation Assessment of the Third System

Country Inventory 1 Inventory 2 Inventory 3 Inventory 4
Germany 14 files 14 files 7 files 5 files
Austria 5 files
Belgium 17 files 9 files 8 files 15 files
Denmark 23 files
Spain 21 files 6 files 4 files 5 files
Finland 11 files 7 files 8 files
France 29 files 12 files 21 files 12 files
Greece 9 files 16 files 4 files 11 files
Ireland 9 files 8 files 10 files 9 files
Italy 57 files 23 files 19 files 7 files
Luxembourg 2 files
The Netherlands | 16 files 1 file 5 files 8 files
Portugal 9 files 5 files 2 files 5 files
United Kingdom | 17 files 14 files 17files 5 files
Sweden 27 files 2 files 1 file 1 file
EU 25 files 1 file 19 files 11 files

All of the information contained in these files was evaluated once by the national partner in
order to provide his/her synthesis report. Afterwards, certain files were used a second time as
raw material in some analytical chapters of this report.
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The whole set of these files in electronic form constitutes Appendix 2 of this final report.
Each country figures as the subject of a dossier containing the four inventories. Each diskette
offers an explanatory dossier using the suggested categories for each file as well as, some
explanatory appendices.

The national reports, organized around a common structure, produced by each partner based
on the inventories, show the principal information and conclusions to be drawn regarding
each national situation. Although these reports are not equal in scope or in quality, they
represent an incomparable wealth of information on the state of development of the Third
System in the fifteen countries of the European Union. A report on the phases of historical
recognition of Social Economy by European institutions is added to complete these fifteen
national portraits of the Third System. All of these reports have been assembled in a separate
document figuring in Appendix 1 of this report.

As far as work group 2 is concerned, an appendix to this report (no.3) is also available. It
contains six articles as national backgrounds on the basis of which a European approach to
the Third System has been elaborated by work group 2.

Finally, Chapters 1-4 and 5-6 of the present report reflect the work of groups 1 and 2
respectively. More precisely, with regard to work group 1, the chapters entitled "Scope of
the Study, Quantitative Importance and National Acceptations", "Analysis of Employment",
"Support Organizations" and "Public Policies" were prepared by the members of the pilot
team for this group. These co-ordinators worked together and share the responsibility for
these four chapters but for reasons of organization and, taking into account the
specializations of each one, each co-ordinator focused on one chapter and Enzo Pezzini took
charge of the common, specifically European aspects of all four.

On the other hand, Chapters 5 and 6, entitled "Third System: A European Definition" and
"Recommendations of Public Policy", were written in collaboration by all the members of
work group 2.

Apart from the use of all the sources of information cited in the different bibliographies, we
wish to mention more specifically the works produced by the Capitalization Committee of
the Pilot Action that have been a source of additional inspiration in producing Chapters 2 and
3. We should especially like to thank Professor Mike Campbell and Professor Peter Lloyd
who made it possible for us to access that information. We are also extremely grateful to Mr
A. Baglio for his availability and precious consultations throughout the two years of this
project and for his specific comments on the draft version of this final report.

Finally, let us take off our hats to C. Dussart, C. De Cicco, E. Evrard and M. Garcia
(International CIRIEC) who were able to realize within a very short time an extraordinary job
so that the various parts constituting the report of this mission are presented in a correct way.



10 THE ENTERPRISES AND ORGANIZATIONS OF THE THIRD SYSTEM

CHAPTER 1

FIELD OF STUDY, QUANTITATIVE IMPORTANCE
AND NATIONAL ACCEPTATIONS

David VIVET
Bernard THIRY

1. Field of the study

CIRIEC's field of research was deliberately defined as being as wide and flexible as possible
in order to allow for national specificity and to ultimately arrive at a global representation of
employment in the Third System. The term "Third System" refers to cooperatives and mutual
companies as well as voluntary organizations, associations and foundations which
remunerate work. Local and new organizations are included together with older and more
institutionalized structures. On the other hand, bodies which are strictly dependent on the
public authorities and non-associative enterprises with an exclusively profit-making
objective are not. That said, some organizations are nevertheless on the borderline of the
commonly accepted criteria for defining the "Social Economy" in a tradition of principally
French origin. These generally accepted criteria for defining the Social Economy are (a) the
object of providing a service to members (common or mutual interest) or the community
(general interest), (b) the primacy of people over capital, (c) democratic functioning and (d) a
management system which is independent of the public authorities. The borderline
organizations in question are, for example, certain bodies in the health care sector and social
or education services which, while having a status of association or foundation, may in fact
be quasipublic institutions. These organizations were not systematically excluded from the
analysis. It was decided that the question of whether they belonged or not to the Third
System should depend on the national context, their internal functioning and relations
between the organization and users, rather than on the scale of public financing.

The boundaries of the "Third System" are generally speaking vague and open to debate. This
provides an initial justification for the use of the term "system" as opposed to "sector". The
principal difficulties can be effectively summarized by means of the rectangular
representation set out below, inspired by the work of H. Desroche’, which identifies four
boundaries to the Social Economy.

2 Desroche H., 1983.
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Public sector
A

Third System

Trade union sector D Co-operatives « B Private

Mutual companies profit-making
Associations sector

C
Community and informal
sector
The question of quasipublic organizations corresponds to point A of this rectangle. Many
national partners made the point that Third System organizations have much in common with
public sector organizations. Good examples of this are the large German welfare
organizations (the Wohlfahrtsverbdnde), which in Germany provide more than three-quarters
of jobs in the nonprofit sector, and the Belgian mutual companies whose principal activity is
the collection of fees and the reimbursement for services covered by the compulsory social
security system. Also, for the partners in Belgium and Ireland, the nonprofit schools and
hospitals (principally under the umbrella of the Catholic Church) in these countries are seen
as borderline cases whose inclusion in the Third System is the subject of debate.

Point B raises the question, for example, as to whether co-operatives and mutual insurance
companies, with a commercial philosophy and the prevailing object of financial reward for
members, rightly belong to the Third System. The German partner's report in particular raises
this question. The phenomena of "demutualization" in Great Britain or the recent
"decooperativization" of the CERA bank (Raiffeisen tradition) in Belgium highlight the
pertinence of this debate. In the banking and insurance sectors in particular, the keen and
increasingly international competition has largely forced Third System companies to adopt an
economic approach which is quite close to that of companies in the traditional private sector.
Nevertheless, the inclusion of companies of this kind in our field of analysis can be justified
in a number of respects. On the one hand, historically they have often been the backbone of
the sector throughout the major part of the 20™ century and the sector is indebted to them for
a number of beneficial policy advances. On the other hand, even when they lose their
distinctive economic approach, the major co-operatives and mutual companies have generally
maintained strong links with the Third System by giving it significant financial, technical and
political support, on occasion of determining importance for new initiatives. "Participative
companies" also lie in this borderline area, as H. Desroche’ has already stressed. Our Spanish
partner has chosen to include "labour companies" (sociedades laborales, formerly sociedades
anonimas laborales) in the Third System due to their distinctively strong economic
democracy. On the other hand, the practices of the employee buy-out and employee stock

3 Ibidem.
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ownership plans (ESOP)* in Great Britain are more removed from the Third System.
Nevertheless, some ESOPs have been included on the basis of their method of functioning.

Point C relates to the local situation and the boundary between the formal and the informal
economy. Our field of research covers organizations and companies and thus implies formal
bodies. Yet on this point too, difficulties can arise, as again stressed by our German partner,
this time with reference to "self-help" groups, just some of which, i.e. the formalized groups,
are included in our field of investigation. This boundary also raises the question of the
charitable nature of many initiatives in the Third System. In this connection, we would
remind you that this summary document is concerned with paid employment only.

Finally, point D relates to companies owned by trade union organizations and joint
management companies. In the first case, the fact that a company may be owned by a trade
union was not adopted as a criteria for inclusion or exclusion. Clearly certain associations,
mutual companies or co-operatives are owned by unions and were included by virtue of their
status and method of operation. We are thinking for example of the Unity Trust Bank in
Great Britain and the P&V Group companies in Belgium. As far as joint management
companies are concerned, the situation is more diverse. In France, the works councils which
manage (directly or through associations) leisure services that are principally for the benefit
of employees, are sometimes included in the Social Economy. The provident and
professional insurance funds in Germany and France are also on the fringe of the Social
Economy.

There are dynamics at work inside existing companies by virtue of which they may be
moving away from or towards the sphere of the Third System. These movements may be the
result of an internal development, in particular, as stated above, by means of
"(de)mutualization" or "(de)cooperativization". Alternatively, they may be the result of
external development, namely the sale or purchase of economic units. These "entry" or "exit"
movements are closely linked to the economic, political and social environment at a given
time which obliges or allows the organizations in question to adopt a specific form or
behaviour. Many co-operatives or mutual companies have, for example, set up subsidiaries
with the status of companies with share capital. Sometimes, as in the case of mutual
insurance companies in Austria, it is only the holding company which retains mutual status.
The dynamics do not only concern point B in the rectangle. At the present time, for example,
the public authorities in several European countries are more ready than before to delegate a
whole series of missions to the associations which were previously undertaken by the public
sector. The privatization of certain municipal social services in Sweden has resulted in a
"cooperativization" of activities, and in some countries the co-operatives and mutual
companies have purchased public companies. Other trends at work are the increasingly
market-oriented domestic economy as well as the "professionalization" of services, these
pushing activities from one side to the other of boundary C.

The field covered by CIRIEC differs from most of the surveys carried out on Europe's
nonprofit or voluntary sector, most of them opting for a more limited field. In particular,

* See for example Perotin V., 1993.
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although there is a considerable intersecting with the field covered by the Johns Hopkins’
project, CIRIEC survey nevertheless differs quite significantly from it for at least three
reasons. On the one hand, CIRIEC limits its analysis to entities which remunerate
employment, unlike the Johns Hopkins project. Also, certain types of organizations included
under the Johns Hopkins project are not covered by CIRIEC survey due to their clearly
quasipublic nature (see above). Finally, the CIRIEC analysis includes all the Social Economy
organizations which obtain a significant part if not all of their resources from the market and
which, subject to certain limits, distribute their surplus, unlike the field of investigation of the
Johns Hopkins project. This is in fact the co-operative sector as a whole and the large mutual
insurance and health companies. The partners in the Johns Hopkins project systematically
excluded these organizations from their field of investigation, with the exception of certain
"new" co-operatives in certain countries, such as Sweden or Italy, and small provident
associations. We did not adopt a criterion of nonprofit making to delimit the scope of our
investigation but preferred the criterion of non-maximization of return on capital.
Consequently the field has been opened to types of market enterprises that are different from
the « classic » capitalist companies. Beyond the boundary problems already mentioned,
including these types of market enterprise is not neutral in terms of public policy since it
underlies specific policies for these types of enterprise as some of them struggle against
general degeneration tendencies.

It is also important to stress the limits to any legal characterization of the organizations. On
the one hand, in some countries certain types of organization included in the field of
investigation do not have a specific status. In particular, this is sometimes the case for co-
operatives which use the general statute of market enterprise, but write their own statutes
according to the rules commonly accepted under the aegis of ICA (International Co-operative
Alliance) .On the other hand, the legislation in force has a very real impact on the legal form
adopted by the actors in the field, thereby influencing the development of one or other
"branch" of the Third System while the actual activities carried out sometimes remain
fundamentally the same from one country to another. Finally, among organizations with the
same legal form, some may be part of the Third System whereas others may be excluded, for
example because they have only adopted this form for reasons of financial convenience. In
this respect, we have in mind in particular the "real" Belgian co-operatives as approved by
the National Co-operation Council, as opposed to the others. We could also cite the
classification of associations proposed by F. Bloch-Lainé who identifies associations
providing services, associations of influence and contact associations. J. Defourny points out
that on this basis only the associations providing services, that is those producing goods and
services, are clearly part of the Social Economy, even if this type of distinction is in a sense
artificial®. These various points combine to show the importance of carrying out an analysis
per sector.

*Note in this connection the criteria applied by the John Hopkins project which defines the nonprofit sector as
all those entities which are (a) organised (institutionalised to some extent), (b) private (institutionally separate
from government), (¢) nonprofit-distributing, (d) self-governing and (e) voluntary (involving some meaningful
degree of voluntary participation). See Salamon L. M. and Anheier H. K., 1997.

% See Defourny J., 1992.
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The option of studying a broad and flexible field rather than defining the sector studied on
the basis of rigid criteria is thus revealed as judicious and in any event complementary to the
other approaches. It also permits a panoramic view of the volume of employment in the
various components of the Third System and the present internal and external dynamics,
while without limiting oneself to any one organizational form, whether co-operative or
associative. This reveals dynamics in terms of organizational forms, certain entities
developing or regressing in one or other form. Thus the co-operative form for "social
enterprises"’ is favoured in Italy and to a lesser extent in Sweden, whereas in other countries
(Belgium, France, etc.), the emphasis is on the associative form or transverse statutes. This
broader approach also makes it possible to highlight similarities which transcend differences
in the organizational forms adopted. In this respect one cannot help but be struck by the
proximity of Belgian mutual companies and German welfare associations. Subsidiarity and
pillarization have generated quite close modes of organization. Finally, this broad approach
serves to describe the many relations existing between the various components, in particular
between "established" organizations and the "new" initiatives (notably those which emerge at
local level). It places the latter in a more general context and permits for example an initial
distinction between a limited but "moving" Third System with major variations in
employment, and a more stable Third System which is a major provider of jobs.

Nevertheless, within the European Union there are important differences in the uses of the
terms Social Economy, third sector, third system, nonprofit sector, voluntary sector, etc.
Sometimes there are even disparities in definition between regions within a single country.
This is the case in Belgium. These different terms refer to distinct fields and thus, suggest
distinct employment dynamics. For example, co-operatives included in the Social Economy
are excluded from the nonprofit sector. In addition to differences in conception, definition
and outline of the Third System within the fifteen countries of the European Union, one
might be led to wonder about the very existence of a third sector as distinct from the public
sector and the private commercial business sector. In other words, the question is whether
there is awareness and recognition of a sector presenting an alternative to those two. This
fundamental question is the object of Section three of this chapter.

2. Quantitative Evaluation of Employment in the Third System

This section will relate the statistical results of the investigations of each national partner; we
refer to the different national reports for all details concerning the origins of data, methods of
evaluation, etc. Our country partners have generally collected, compared and harmonized
existing data. There were numerous difficulties due to the fact that previous studies at
national level generally concerned only a part of the research field selected for the present
project and most often on the basis of different methodologies and reference years. Our
partners tried to update as best as possible the available data so that our quantitative
evaluation is based on data that covers the years1995 to 1998 by country and by sector.

" By "social enterprises" we mean enterprises providing services to the community or promoting the socio-
professional integration of underprivileged people.
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We would stress that in some countries such as Denmark and The Netherlands an original
compilation of statistical data has been conducted by the national statistical offices on the
request of our partners. For these two countries as well as for Portugal, we are thus able to
present data absent from other studies such as the Johns Hopkins project.

Where it was possible these data have been systematically compared and confronted to those
supplied by the Johns Hopkins Project, the International Co-operative Alliance (ICA) and
Eurostat.® It became apparent that the data furnished by the CIRIEC's partners are generally
comparable to those of the two first references, while the third was somewhat older and more
partial. The ICA's data have been more frequently updated and completed because they are
based almost exclusively on figures provided by national co-operative organizations. The
data from the Johns Hopkins Project have been taken as they were by several partners, others
adjusted them for inclusion in the present project. Let us recall that we propose data for the
15 member-States, which is not the case of the Johns Hopkins project.

Although the data have been treated with rigor, they must be treated with a certain caution.
In the first place, we must underline the fact that the statistics concerning employment by the
Third System itself are rare in the vast majority of countries of the European Union. Thus,
the statistics exposed here are frequently the fruit of approximations. Even in cases where a
database was available, it nevertheless remained difficult to completely isolate the
organizations of the Third System, particularly where aggregated data are available. This is
usually due to the fact that databases make it possible to distinguish between organizations
according to their legal definitions, but the belonging of an entity to the Third System is not
fundamentally determined by its legal standing - even if there is a strong relationship - which
results in some inclusions and other omissions of employment that are not wholly justified’.
In addition, the problems of boundaries elaborated in the first section obviously reappeared in
the compilation of statistics, each national partner having benefited from a certain latitude in
interpretation in the definition of its field of study. Finally, it is important to remember that
employment within the organizations of the Third System is characteristically atypical, which
makes estimating full-time equivalent employment challenging.

This second Section offers three types of tables. The first represents full-time equivalent
employment(FTE) in the Third System drawn from the most recent data. It indicates
employment in the Third System by country and by type of organization (co-operatives,
mutual companies and associations). The second table shows the same data organized by
type of organization. Fifteen synoptic tables follow, detailing the data integrated into the two
first tables, for each country, in order to demonstrate certain overall national tendencies. The
data in these fifteen tables are raw data drawn from national reports which explains why they
are expressed either in full-time equivalencies or in number of jobs. The full-time equivalent
employment figures expressed in the first two tables are based on these tables.

Table 1 shows a total of 8 879 546 FTE jobs in the European Union in the Third System. It
is, therefore, an economic sector of the first order, wherein FTE jobs are comparable to the

¥ See Salamon L.M. and Anheier H.K. 1998; ICA, 1998; Eurostat, 1997.
? We think of entities having adopted the form of traditional capitalist company or making part of the public
sector and which operate similarly to the entities of the Third System.
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total number of jobs in a country like Spain. It represents 6,6% of civilian employment and
7,9% of salaried civilian employment in the European total. Three distinct groups of
countries appear in Table 1. A first group comprising Ireland, the Netherlands and Denmark
and which would also include Belgium if the sectors of hospitals and education were not
excluded from the study by the country partner, shows a percentage for total employment in
double figures. At the other extreme, Portugal, Greece and Luxembourg show a percentage
of less than 5%. The other countries form the intermediary group with a percentage close to
the European average.

Table 2 represents the relative importance of each branch of the Third System. Clearly,
associations provide the great majority of these jobs, 71% of jobs in the Third System (6 319
135 FTE jobs). Co-operatives account for 25,7% (2 286 039 jobs), and mutual companies for
3,1% (274 372 jobs), a percentage which does not, however, reflect the volume of their
activity which is considerable in certain countries.On the other hand, in several countries it
has been impossible to distinguish between co-operatives and mutual societies in particular in
the insurance sector. In this case, the total figures have been included under co-operatives,
which as consequence are a bit overestimated while the figures for mutuals is proportionally
reduced.

The fifteen synoptic tables will give the reader a clearer picture of the employment
breakdown in each country. Bear in mind that the figures in these tables are raw, drawn
directly from the national reports (whether expressed in FTE or otherwise). Only afterward
were the data adjusted to obtain the FTE figures in the first two tables.
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Table 1. Third System and employment in the European Union (1995-1997)
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Countries and types

Equivalent full-time

FTE as % of civil

FTE as % of

of organizations jobs (FTE) employment salaried civil
employment

Austria
¢ Co-operatives 52 373 1,55% 1,81%
* Mutual companies 7325 0,21% 0,25%
e Associations 173 964 5,14% 6,01%
Total 233 662 6,91% 8,08%
Belgium
e Co-operatives 33037 0, 94% 1,15%
¢ Mutual companies 11230 0,32% 0,39%
e Associations 161 860 4,61% 5,62%
Total 206 127 5,85% 7,13%
Denmark
¢ Co-operatives 78 160 3,39% 3,74%
* Mutual companies p.- m. - -
» Associations & foundations 211322 9,17% 10,11%
Total 289 482 12,56% 13,85%
Finland
¢ Co-operatives 75 896 3,79% 4,48%
* Mutual companies p- m. - -
e Associations 62 684 3,13% 3,70%
Total 138 580 6,92% 8,18%
France
» Co-operatives 293 627 1,43% 1,65%
e Mutual companies 91 200 0,45% 0,51%
e Associations 830 000 4,05% 4,66%
Total 1214827 5,93% 6,81%
Germany
¢ Co-operatives 448 074 1,39% 1,55%
e Mutual companies 130 860 0,41% 0,45%
e Associations 1281927 3,97% 4,45%
Total 1860861 5,77% 6,46%
Greece
¢ Co-operatives 11 861 0,31% 0,57%
e Mutual companies 884 0,02% 0,04%
e Associations 56 025 1,48% 2,70%
Total 68 770 1,81% 3,31%
Ireland
* Co-operatives 32018 2,65% 3,35%
* Mutual companies 1 000 0,08% 0,10%
e Associations 118 664 9,84% 12,43%
Total 151682 12,57% 15,89%
Italy
* Co-operatives 479 738 2,46% 3,44%
e Mutual companies p- m. - -
e Associations 667 230 3,42% 4,79%
Total 1146 968 5,88% 8,23%
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Table 1 (continued)

Countries and types Equivalent full-time FTE as % of civil FTE as % of
of organizations jobs (FTE) employment salaried civil
employment
Luxembourg
e Co-operatives 1979 1,22% 1,35%
* Mutual companies 28 0,01% 0,02%
e Associations 4733 2,92% 3,23%
Total 6 740 4,16% 4,60%
The Netherlands
* Co-operatives 109 000 2,08% 2,36%
* Mutual companies p.-m. - -
e Associations 660 000 12,61% 14,28%
Total 769 000 14,69% 16,64%
Portugal
» Co-operatives 48 750 1,11% 1,54%
e Mutual companies 1042 0,02% 0,03%
e Associations 60 892 1 ,3 8% 1,93%
Total 110 684 2,51% 3,50%
Spain
* Co-operatives 403 233 3,42% 4,58%
e Mutual companies 1425 0,01% 0,02%
e Associations 473 750 4,02% 5,38%
Total 878 408 7,45% 9,97%
Sweden
e Co-operatives 90 718 2,58% 2,92%
* Mutual companies 6 991 0,20% 0,23%
e Associations 83 084 2,36% 2,68%
Total 180 793 5,15% 5,83%
United Kingdom
e Co-operatives 127 575 0,58% 0,66%
e Mutual companies 22 387 0,10% 0,12%
e Associations 1473 000 6,65% 7,65%
Total 1622962 7,32% 8,42%
EUROPEAN UNION TOTAL
15) 8 879 546 6,57% 7,92%

-p.-m.:pro mem.
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Table 2. Employment within co-operatives, mutual companies and associations in the

European Union (1995-1997)

Country Co-operatives Mutual Associations TOTAL
FTE companies FTE FTE FTE
Austria 52 373 7 32 173 9 233 66
Belgium 33 037 1123 161 § 206 12
Denmark 78 160 p. m. 211 3 289 48
Finland 75 896 p. m. 62 € 138 58
France 293 627 91 20) 830 (| 121
Germany 448 074 130 86 172 1 86
Greece 11 861 884 56 ( 68 77
Ireland 3201§ 1 00} 118 4 151 68
Italy 479 7398 p. m. 667 2 114
Luxembourg 1 979 28 4] 6 74
The Netherlands 109 000 p.m. 660 ( 769 00
Portugal 48 750 1 04 60 § 110 68
Spain 403 233 1 42 473 878 40)
Sweden 90 71§ 6 99 83 ( 180 79
United Kingdom 127 579 22 3§ 14 1 62
TOTAL 2 286 039 274 37 6 3 8 87

Austria

COUNTRY SYNOPTIC TABLES

19

Co-operatives and other
similar accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Co-operatives of general
interest
(1995: 7 815 jobs)

- Mutual companies
(1990: 8 000 jobs)

- Nonprofit sector
(1996/1997: 190 000 jobs)

- Other Co-operatives (Johns Hopkins :
(1995: 48 205 jobs) 1995 : 143 637 jobs*)
56 020 jobs 8 000 jobs 190 000 jobs

* Equivalent Full time Jobs
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Belgium

Co-operatives and
other similar
accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Co-operative Banks
(1997: 11 050 jobs)

- Insurance Co-operatives
(1997: 5500 jobs)

- Agricultural Co-operatives
(1990: 7 250 jobs)

- Pharmacy Co-operatives
(1997: 3 350 jobs)

- Others

(1990: 8 500 jobs)

- Mutual companies
(1998: 11 230 jobs *)

- Associations
(1995: 161 860 jobs *, 2/3 in health and
social action sectors)

35 650 jobs

11230 jobs *

161 860 jobs *

* Equivalent Full time Jobs

Remark 1: Education and hospitals sectors are excluded from statistics on associations.
Remark 2: Integration through economic activity sector = 25 000 jobs (included in statistics on

operatives and associations).

CO-
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Denmark

Co-operatives and
other similar
accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Agriculture and fishery
(1997: 489 jobs)
-Manufacturing
(1997: 27 232 jobs)
- Retail

(1997: 30 795 jobs)
- Energy, water, gas
(1997: 4 763 jobs)

- Bank/insurance
(1997: 6 071 jobs)
-Social Housing
(1997: 3 978 jobs)

- Business Services
(1997: 2 065 jobs)

- Social Sectors
(1997: 750 jobs)

p.m.

Associations (1997: 80 463 jobs *)

among which

- Agriculture and fishery (1997: 967 jobs)
- Manufacturing (1997: 723 jobs)

- Retail (1997: 7 842 jobs)

- Energy, water, gas (1997: 385 jobs)

- Bank/insurance (1997: 727 jobs)

- Social Housing (1997: 6 653 jobs)

- Business Services (1997: 10 485 jobs

- Social Sectors (1997: 49 617 jobs)

Foundations (1997 : 130 859 jobs *)

among which

-Agriculture and fishery (1997 : 1 050 jobs)
- Manufacturing (1997 : 561 jobs)

- Retail (1997 : 2 224 jobs)

- Energy, water, gas (1997 : 422 jobs)

- Bank/insurance (1997 : 1374 jobs

- Social Housing (1997 : 2 507 jobs)

- Business Services (1997 : 3 142 jobs)

- Social Sectors (1997 : 116 655 jobs)

78.160 jobs *

211 322 jobs *

* Equivalent Full time Jobs

Finland

Co-operatives other
similar accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Co-operatives
(1997: 80 000 jobs)

- Insurance

- Other mutual companies

- Associations (1995 : 62 684 jobs *)

80 000 jobs

p. m.

62 684 jobs *

* Equivalent Full time Jobs
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France

Co-operatives and
other similar
accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Co-operative Banks
(1997: 137 000 jobs)

- Agricultural Co-operatives
(1996: 121 333 jobs)

- Production Co-operatives
(1998: 29 249 jobs)

- Consumer Co-operatives
(1996: 16 500 jobs)

- Others

(1996: 13 627 jobs)

- Health Mutuals
(1995 and 1997:

72 500 jobs *)
Insurance Mutuals
(1998: 18 700 jobs *)

- Social Action Associations
(1999: 563 000 jobs)

- Leisure and Culture
Associations (1999 : 129 000 jobs)
- Health Associations

(1999 : 126 000 jobs)

- Research and Education
Associations

(1999 : 104 000 jobs)

- Others

(1999 : 373 000 jobs)

(Johns Hopkins 1995: 959 821
jobs*)

317 709 jobs

91 200 jobs *

1 270 000 jobs (830 000 jobs *)

* Equivalent Full time Jobs.

Germany

Co-operatives and
other similar accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Co-operative Banks

(1996: 200 000 jobs)

- Agricultural Co-operatives

(1996: 140 000 jobs)

- Retail and Industry

Co-operatives (1996: 105 000 jobs)
- Consumer Co-operatives

(1996: 25 000 jobs)

- Housing Co-operatives

(1996: 25 000 jobs)

- Health and Social Care
Insurance
(1999: 150 000 jobs)

- Welfare Associations

(1996 : 1 120 000 jobs)
-Other associations (Selthelp,
Employment, ...)

(1995 : 350 000 jobs)

(Johns Hopkins : 1995 : 1 330 350
jobs*)

495 000 jobs

150 000 jobs

1 470 000 jobs

* Equivalent Full time Jobs
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Greece

Co-operatives and
other similar accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Agricultural Co-operatives
(1996: 10 500 jobs (1))

- Consumer Co-operatives
(1996: 1 500 jobs (1))

- Credit Co-operatives

- Housing Co-operatives

- Pharmacy Co-operatives

- Insurance Co-operatives
(1996: 54 jobs (1))

- Others

- Health Mutuals
(1999 : 900 jobs)

- Associations
(1998 : 57 000 jobs (2))

12 054 jobs

900 jobs

57 000 jobs

(1) ICA (1998).

(2) Approximate estimation on the basis of existing informations and experts' opinions

Ireland

Co-operatives and
other similar accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Agricultural and
Horticultural Co-operatives

- Credit Unions
(1997 - 1000 jobs *)

- Nonprofit Sector
(1995: 118 664 jobs *, 54 %

(1996 : 33 500 jobs) - Mutuals in education sector)
- Others
(1996 : 1000 jobs *)
34 500 jobs 1 000 jobs * 118 664 jobs *

* Equivalent Full time Jobs
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Italy

Co-operatives and
other similar accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Agricultural Co-operatives
(1996 : 66 000 jobs)
-Worker and Handicraft
Co-operatives

(1996 : 276 000 jobs )

- Social Co-operatives
(1998 : 52 000)

- Consumer Co-operatives
(1996 : 49 500 jobs )

- Co-operative Banks
(1996 : 21 000 jobs)

- Others

(1996 : 28 500 )

p- m.

- Associations

(1998: 180 000 jobs)

- Voluntary Organizations

(1998: 9 000 jobs)

- Trusts and other nonprofit organiza-
tions (1998: 420 000 jobs)

493 000 jobs

690 000 jobs

Luxembourg

Co-operatives and
other similar accepted forms

Associations and

Mutual Companies
and other similar
accepted forms

other similar
accepted forms

- Agricultural Co-operatives
(1990: 1 300 jobs (1))

- Co-operative Banks

(« Caisse centrale » and « caisses
Raiffeisen ») (1997: 317 jobs)

- Retail Co-operatives

(1990: 200 (1))

- Consumer Co-operatives
(1996: 135 jobs (2))

Co-operatives
(1990: 115 jobs (1))

- Building, Handicraft, Manufacturing

- « Caisse médico-chirurgicale
du Grand-Duché de
Luxembourg »

(1998: 30 jobs)

- Regulated Sector
(1998 : 5 000 jobs
- Others

2 067 jobs

30 jobs

5000 jobs

(1) Eurostat (1997)
(2) ICA (1998)
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The Netherlands
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Co-operatives and
other similar accepted forms

similar accepted forms

Mutual Companies Associations and other

and other similar accepted forms

(1996 : 40 275 jobs (1))

- Retail Co-operatives
(1996 : 4 350 jobs (1))

- Insurance Co-operatives
(1996 : 1730 jobs (1))

- Others (1996 : 8 189 jobs)

- Agricultural Co-operatives NB: Figures on - Nonprofit Sector
(1996 : 54 456 jobs (1)) mutuals are integrated (1995 : 660 000 jobs*)
- Co-operative Banks to those on co-operatives

109 000 jobs *

660 000 jobs *

* Equivalent Full time Jobs.
(1) ICA (1998).

Portugal

Co-operatives and other
similar accepted forms

Mutual Companies Associations and other
and other similar similar accepted forms
accepted forms

Welfare Private Institutions
(1998 : 50 000 jobs)

- among which among which
mutual companies Misericordias
(1996 : 1 078 jobs) (1993 : 13 812 jobs)

- Agricultural Co-operatives
(1998 : 19 300 jobs)

- Education and Social Action
Co-operatives

(1998 : 9 500 jobs)

- Retail Co-operatives

(1998 : 4 350 jobs)

- Agricultural Credit Co-operatives
(1998: 3 750 jobs)

- Service Co-operatives
(1998: 3 450 jobs)

- Industrial Co-operatives
(1998: 3 150 jobs)

- Consumer Co-operatives
(1998: 3 000 jobs)

- Others

(1998: 3 500 jobs)

- Firemen Associations
(1996: 10 000 jobs

+ 29 000 voluntary workers)
- Sociocultural Associations
(1995: 4 100 jobs

+ 36 654 voluntary)

- Local Developpment
Associations

50 000 jobs

1 078 jobs 63 022 jobs
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Spain

Co-operatives and

other similar accepted forms

Mutual Companies
and other similar
accepted forms

Associations and other
similar accepted forms

- Labour Co-operatives
(1998: 244 711 jobs)

- Labour Societies
(1998 : 62 567 jobs)

- Other co-operatives and
insurance mutual companies
(1995: 115 000 jobs)

- provident mutuals
(1995 : 1 500 jobs
/ 1425 ETP)

NB: Figures on Insurance
mutual companies are
integrated in figures on
insuranceco-operatives in
first column.

- Nonprofit Sector
(1995: 473 750 jobs *,
(provident mutuals
excluded)

422 278 jobs

1 425 jobs *

473 750 jobs *

* Equivalent Full time Jobs

Sweden

Co-operatives and
other similar
accepted forms

Mutual Companies
and other
similar accepted forms

Associations and other
similar accepted forms

- Co-operatives - Mutual insurance society - Associations
(1997: 101 000 jobs) (1997: 8 000 jobs) (1997: 75 000 jobs)
- Foundations
(1997: 21 000 jobs
101 000 jobs 8 000 jobs 96 000 jobs
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United Kingdom
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Co-operatives and other
assimilated forms

Mutual Companies
and other
assimilated forms

Associations and other
assimilated forms

- Retail Co-operatives
(1997 : 104 000 jobs)

- Co-operative Banks
(1998 : 3 928 jobs)

- Insurance Co-operatives
(1998 : 11 800 jobs

- Agricultural Co-operatives
(1992 : 12 243 jobs)

- Workers Co-operatives
(1993 : 11 193 jobs)

- Housing Co-operatives
(1990 : 40 663 jobs (1))

- Mutuals
(1990 : 27 550 jobs)

- Research and Education
Voluntary Organizations

(1995 : 587 000 jobs *)

- Culture Voluntary Organizations
(1995 : 347 000 jobs *)

- Social Services Voluntary
Organizations

(1995 : 185 000 jobs *)

- Development and Housing
Voluntary Organizations

(1995 : 108 000 jobs *)

- Other Voluntary Organizations
(1995 : 247 000 jobs *)

150 000 jobs (2)

27 550 jobs

1473 000 jobs *

(1) Eutostat (1997)

(2) Very approximate estimation on basis of decline in several sectors

* Equivalent Full time Jobs
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3. Degrees of Recognition of the Third System

The following criteria were elaborated in order to determine the nature of the recognition of
the Third System for each country:

* Internal connectedness between components of the Third System: this internal
connectedness may be established to a variety of degrees, such as partnerships, aids
(technical, financial, etc.), appex organizations and sector and inter-sector based
networks, and so forth. The level of cohesion and the sense of integration of actors into
the field as well as the capacity of the sector to make itself heard can be determined by
the degree to which the Third System is internally connected. In order to determine this
degree of connectedness, we studied the intra-branch structures which unite similar
organizations within a sector or between sectors, and inter-branch partnerships and
structures which unite organizations of all sorts into a single transversal group.

* Recognition of the Third System on the part of legislative and institutional public
authorities: this may depend on fiscal and statutory situations, development and financing
policies, the public bodies for representation and consultation, even a ministerial agency
devoted to the sector. We must draw a line here between public policies explicitly aimed
at the Third System and policies that are not specifically designed for it but which are
beneficial to it one way or another, sometimes in a large way. This distinction is
fundamental for, while the former policies recognize the sector, the latter, if they
demonstrate an interest on the part of public authorities in the initiatives of the Third
System, they do not touch the sector more than incidentally, not in any specific way which
might suggest a philosophy of intervention of another nature. In order to determine the
degree to which public authorities recognize the Third System, we studied political
advancements which favour the social Third System, those relative to the co-operative
movement and finally, where available, political advancements which are transversal to
the Third System. Special attention has been paid to recent (1999) National Action Plans
for employment which in some countries present very positive advances for the Social
Economy.

» Visibility of the Third System in the Media and the scientific community: recognition of
the Third System by the general public depends largely on visibility in the media and in
the scientific community. Research and statistical knowledge, media recognition and the
different activities and demonstrations relative to the Third System must be considered
here. The ultimate degree of scientific and media recognition is, here too, constituted by
transversal elements.

These criteria facilitated the establishment of the table below. We have attributed points on
the basis of the relative degree of accomplishment of each criterion. For example, the three
points attributed to French policies in no way signifies that there remains no room for
improvement. What's more, while this table illustrates the realities of national situations to a
certain extent, it does not make it possible to distinguish differences which exist among the
countries of the European Union in terms of meanings of the Third System.
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Countries Internal Recognition Visibility in Media and
Connectedness by Public Authorities Scientific Community
Austria + + +
Belgium ++ ++ +4++
Denmark + + +
Finland ++ ++ +
France +++ +++ +++
Germany 0 + +
Greece + + +
Ireland + ++ +
Italy ++ ++ ++
Luxembourg 0 + 0
Netherlands 0 + +
Portugal + ++ +
Spain ++ +++ +++
Sweden ++ ++ ++
United ++ + +
Kingdom

Concepts of a Third Sector, as distinct from the public sector and the lucrative business
sector, have been developed by all of the European countries. However, these concepts hide
realities which differ from country to country. The notion of Social Economy is widespread
in France, Spain and Belgium, it is also emerging in several other countries. The notion of a
nonprofit sector is increasingly successful, particularly in the aftermath of the Johns Hopkins
Project. In a number of countries the third sector or voluntary sector, grouping together
organizations of the associative type with emphasis on voluntary work, are spoken of. While
these varied terms are relatively stable, none of them excludes the possibility of applications
of slightly varying meaning from one country to another. Even within some countries a single
new concept can compete with or overtake older, well-established ones, which can express a
change in orientation of public policy relative to the sector. Finally, the different notions in
current use by the European Commission are certainly not of a sort to appease these
differences, but it should be pointed out that the multitude of concepts developed on the
European level is in part the fruit of national disparities.

In this context of diversity and of lack of harmonization of terms and objectives, it is difficult
to rank countries according to degree of recognition of the Third System. At best, we are able
to distinguish large groups, but they are not watertight given the variety among national
situations. We have applied the following classification to the European Union member-
states:

* countries where Social Economy is established: France, Spain, Belgium;
* countries where Social Economy is emerging: Denmark, Finland, Greece, Ireland, Italy,
Portugal, Sweden, United Kingdom;
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* countries where the notion of a Third System is defined in comparison to concepts of a
third sector, a nonprofit sector, a volunteer sector: Austria, Germany, Luxembourg, the
Netherlands.

In a certain number of countries, the concept of Social Economy is more restrictive than the
one we used in this project. It seems, however, that it was important to consider as we have,
the Third System in an extended vision in order to be able to study the countries where the
conception of the Third System is broad and those where it is more limited at the same time.
Each partner was thus able to consider the one that corresponded the most nearly with the
situation in his/her own country.

Countries where Social Economy is already established

The two European countries where the Third System enjoys the highest degree of
development are France and Spain. Belgium is also a country where the Third System is
largely recognized (particularly in the Walloon Region), although to a lesser extent. We
should underline that in these three countries the Third System is traditionally called "Social
Economy" and includes associations, co-operatives and mutual companies. The criteria
commonly used to define Social Economy were examined in the beginning of this chapter.

Alternative conceptions of this are developing in scientific circles as well as in political ones,
emphasising one or another aspect of Social Economy, and restricting the scope of
consideration. It is thus, for example, that although the French and Spanish definitions are
relatively similar, the Belgian regional public authorities define the area of Social Economy
rather differently. While the Walloon Region seems oriented toward an essentially market
conception (see the creation of the CWESMa) after having adopted a definition similar to
that mentioned above for a decade, the Flemish Region associates Social Economy with the
economic insertion sector, while the Brussels Region views it, above all, from a non-market
point of view. In spite of these several conceptual problems, it is the classical definition cited
above that consolidates adhesion of the majority of the players in the field and of their bodies
of representation. We shall now expose the state of recognition of Social Economy in
France, Spain and Belgium.

The country with the highest degree of connectedness between the different components of
Social Economy is France where, thanks to the National Liaison Committee for the Activities
of Mutual Companies, Co-operatives and Associations (Comité national de liaison des
activités mutualistes, coopératives et associatives; CNLAMCA, created in 1970) and the
Interministerial Delegation for Social Innovation and Social Economy (Délégation
interministérielle a l'innovation sociale et a l'économie sociale; DIES, a public organism
founded in 1981). In Spain, although Social Economy is highly structured, we must note the
dichotomy existing between the entrepreneurial branch united under the Confederation of
Spanish Entrepreneurship for Social, CEPES, constituting the principal representative
organism of Social Economy) and the associative branch, represented by a variety of less
organized bodies. To this day, the backbone of the Spanish Social Economy remains its co-
operatives and labour societies. In Belgium, the support organizations are essentially
intersector-based and are linked with the great political trends, while the associative branch is
less structured. It is in the Walloon Region that Social Economy has enjoyed public support
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tending to reunite the whole sector. Yet, the Walloon Council for Social Economy (Conseil
wallon de l'économie sociale; CWES, created in 1989) had limited scope and was replaced in
the summer of 1999 by the Walloon Council for Social Market Economy (CWESMa), which
more clearly describes the Walloon Region's policy in favour of a dichotomy in Social
Economy between market and non-market aspects. We note, finally, respectable efforts at
structuring a Social Economy in the Flemish Region and in the Brussels-Capital Region.

As far as public policy is concerned all three countries have shown a range of institutional
advances taking more or less into account the specificities and needs of the Social Economy.
In France and in Spain the sector has its own public institutions. In France, in addition to the
DIES, there are consultation bodies specific to the Social Economy and its components'’. In
Spain, there are numerous public support structures specific to the Social Economy on the
level of the central state as well as on that of autonomous regions. As for Belgium, if the
existence of the CWES and the CWESMa indicate a certain amount of political will, they
have heretofore had little impact in terms of institutional representative structures for the
sector. On the federal level, though the Social Economy has not yet had a great impact, the
current government, which took office in July 1999, counts one minister whose agenda
specifically includes the Social Economy, so there's hope. All three countries have
developed a significant number of public policy measures devoted specifically or tangentially
to the Social Economy. Chapter 4 will elaborate further on employment subsidies,
development, financing and technical support instruments, and on fiscal and judicial statutes
set up by these countries. In total, while public support remains to be perfected and
completed, the French, Spanish and Belgian social economies have already achieved
significant coverage, which has permitted them to develop in a relatively coherent and
continuous manner.

Finally, as regards scientific and media recognition of the Third System, all three countries
have specialized university centres as well as multiple scientific periodicals and presses
dealing specifically or incidentally with the Social Economy. Diverse activities and events
are also organized by the support organizations: training, study and information days, awards
ceremonies, Social Economy fairs or shows ..., all of which represent the visibility enjoyed
by the Social Economy.

Countries where the Social Economy is emerging

Beyond France, Spain and Belgium, to a lesser degree, the Third System remains in the
majority of European countries, a developing structure waiting on official recognition from
the state. National situations vary greatly and depend on multiple historical, sociological and
economic factors. The Third System can be qualified as emerging in the following countries:
Denmark, Finland, Greece, Ireland, Italy, Luxembourg, Portugal, the United Kingdom and
Sweden. In these countries, the conception of the Third System has remained relatively
unclear, and has generally evolved over the last few years. While their meaning has not been

' These are the Consultation Committee for Social Economy (Comité consultatif de 1'économie sociale), the
High Councill for Co-operatives (Conseil supérieur de la coopération), the National Council for Associative
Life (Conseilo national de la vie associative) and the High Council for Mutual Companies (Conseil supérieur de
la mutualité).
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generally agreed upon, certain terms are increasing in use, such as Social Economy, nonprofit
sector, third sector, voluntary sector, etc. These terms designate a diversity of situations and
do not necessarily signify the same things from country to country. In several countries, the
scientific and political bodies are debating these issues and in certain cases the problems of
definition have instigated initiatives aimed at better understanding the sector (see below).

In this group of countries, the different forms of organizations of the Social Economy are
federalized in a relatively structured way. Generally speaking, entities having adopted the
co-operative or mutual form enjoy the most concrete relays (up to the level of Europe), in the
heart of sector or inter-sector based groupings (like, for example, the four largest
representative associations in Italy. These ties are sometimes profoundly linked to the rural
and agricultural world and/or to major social and political movements. As for the associative
or nonprofit branch, it is traditionally more divided; however, in certain countries it does
benefit from considerable connections as is the case, for example, in Finland, Portugal and
the United Kingdom. But one distinctive characteristic of these countries by comparison to
the first group of countries is the almost total lack of structure in transversal connections
between the three branches of the Social Economy. And even if we detect some efforts in
this direction, they remain globally insignificant. This absence of transversal representation
stems from a variety of sources. For example, this is especially the case in the southern
countries where there is a tendency to dissociate the entrepreneurial aspect of the Third
System from its nonprofit aspect'’. This type of dichotomy renders the union of different
types of entities unlikely. Another explanation comes from the coexistence of older and more
conventional structures along with emerging, more dynamic forms of organization which
results in a certain amount of confusion and makes integration challenging.

Public policies are also rarely transversal in the Third System. Yet, in most countries, we
detect public support principles aimed at each specific branch of the Third System which,
added together, amount to considerable coverage. As far as the co-operative sector is
concerned we note particularly the presence of instruments of development, such as the Co-
operative Development Agencies (CDAs) in the United Kingdom, Sweden and Finland, and
the Co-operative Development Unit in Ireland. There are also a certain number of co-
operative institutes active in research and/or promotion of the sector in Italy, in Greece,
Finland, Portugal and Sweden. Statutory and fiscal measures favourable to co-operatives
exist or are being developed such as the statute of social co-operatives in Italy and a
Portuguese law which came into effect in early 1999 which provides for positive fiscal
discrimination in favour of co-operatives. The not-for-profit sector also enjoys public
connections which are not necessarily specific to it but which benefit it to a great extent.
This type of connection appears for example, in the domain of social services. In the
majority of countries not-for-profit organizations operate relatively frequently under
contracts established with the public authorities or on experimental projects which might
associate several authorities. The associative sector also benefits from policies of subsidising
employment, particularly in Portugal (Social Labour Market) and in Ireland (Community
Employment Programme). Finally it must be noted that economic policy recommendations
issued by the European Union occasionally have a marked impact on the policies pursued on
the national level. Whether it be in terms of the uses of European structural funds, guidelines

" This dissociation also occurs in Spain, but to a lesser extent.
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for national employment policies or more short-term operations promoting the sector, the
European Union makes it possible to accelerate, even prime the process of recognition of the
Third System. Take the example of Sweden, where the development of public policies in
favour of the sector was profoundly influenced by the European Union as much on the level
of employment policy as in the uses of structural funds. In Ireland, too, the Social Economy
made headway in political spheres as a result of European recommendations in the field of
employment.

We must make a particular mention of the National Plans for Employment1999, where there
is confirmation of the Social Economy as an agent force for economic development and
employment in Sweden (emphasis is laid on the Social Economy and the creation of co-
operatives) and in Ireland (development of a specific program of support for the Social
Economy)'>. We also find a growing recognition of the role of the Social Economy: in Italy
(employment assistance and tax exemptions, Social Economy support,...) and in Portugal (co-
operative development programme and regional action plans) and in Finland (support for the
creation of new co-operatives). Greece, Denmark, Luxembourg, United Kingdom and the
three countries in the third category (Germany, Austria, The Netherlands) appear much more
restrained in their acceptance of the potential represented by the diverse features of Social
Economy.

Recognition of the Third System by the media and the scientific community is changing.
Initiatives have been launched in several countries in order to outline the sector, to determine
its specificities and its requirements and to foresee its eventual benefit to society. These are
the goals, for example of PANCO (Greece), of a work group focusing on the Social Economy
set up in Ireland, of the Institute for the Social Economy in Sweden, and of the census work
carried out regularly in Denmark by the Centre for Volunteer Social Work. The co-operative
institutes mentioned above also participate in the better representation of the sector, while the
nonprofit organizations enjoy a certain degree of scientific or media attention.

Countries where the Social Economy is fragmented

The last group concerns countries where the Third System is fragmented in the sense that the
notion of Third System cannot be transposed into them. These are Germany, Austria and the
Netherlands. In these countries the notion of a Third System or a third sector is generally
assimilated with the not-for-profit sector. In fact, it is this sector which has received the
greatest attention from the media and from the scientific community in the last few years,
particularly in the aftermath of the Johns Hopkins Project. The co-operative and mutual
branch, on the other hand, is not considered to be alternative. In fact, the legal and fiscal
status as well as the economic behaviour of co-operatives is hardly distinguishable from that
of classical capital companies. So, although a form of co-operatives exists in these countries,
it does not constitute a distinctly different type of entrepreneurship, or at least is not
perceived as such. Sometimes the co-operatives find themselves associated with serious

2 The same applies to Belgium where emphasis is laid on nonmarket Social Economy and Social Economy of
integration and Spain (aid to employment, creation of co-operatives and « labour societies » sociedades
laborales and the exploitation of local jobs’ sources). It is surprising to note that the French plan appears in
retreat concerning the Social Economy.
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problems of inefficiency in the public mind. This can even lead to bankruptcy (think of the
failure of the Konsum empire in Austria). In total, the Third System is socio-culturally
"amputated" from its entrepreneurial branch which directly eliminates lateral relations with
other branches.

In a still more general way, these countries are characterized by a difficulty in developing a
Third Sector beyond (para)public and private spheres for a variety of reasons. In Germany,
for example, the majority of organizations active in the sector of health and social services
are highly dependent on public authorities, and initiatives are often suppressed in a context
which theretofore has lent greater importance to bureaucratic form.

In the matter of public policy, we see two principal types of tendencies. On the one hand, the
co-operative and mutual sectors have not been specifically promoted by the public
authorities. In Austria, their efforts have even been hindered by fiscal and legislative
developments which for example led mutual companies to adopt capitalistic organizational
forms under a simple mutual cover. This is a vicious circle. Lack of public recognition
reinforces a generalization of the economic behaviour of co-operatives and mutual
companies, who in turn do not incite public authorities to specifically support organizations
which are very close to those of classical private enterprises.

The other major tendency involves the nonprofit sector. In each of the three countries, part
of the associative sector is well installed and benefits from subsidies on a large scale. In
Germany the six large welfare associations (Wolfahrtsverbdnde, active in the health and
social services sectors), linked to the main socio-political movements, represent 3% of
German employment and draw 80% of their resources from contracts with public authorities
and reimbursements from social insurance. In the Netherlands, the corporate system
organizes the management of social services, health care, education, etc., through three great
ideological communities or "pillars" (Protestants, Socialists and Catholics). In this way the
Netherlands has a great number of private organization in public service which receive
considerable public funding and which represent more than 12% of Dutch employment. In
Austria, the situation is somewhat different. In addition to long-established associations
supplying social services and specifically linked to political parties or to the Church, a large
number of associations have been created under the auspices of the "experimental
employment market policy". In particular, the Aktion 8000 program, the principal weapon in
fighting long-term unemployment, has attributed front line roles to associations in order to
reduce bureaucracy and to concentrate their efforts on certain target sectors of the population.
We shall close this first chapter with this fine example of how delegation of a public service
to the Third System, i.e., substituting associations for public organisms, can facilitate a more
effective provision of services.
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CHAPTER 1T
ANALYSIS OF EMPLOYMENT

Dani¢le DEMOUSTIER

1. Introduction: The Relationships Between Social Economy and Employment

Social Economy originated in Europe in its current forms in the first half of the nineteenth
century. It was created in part in order to guard the right to work against growing uncertainty
engendered by the strengthening of the wage-earning classes who were deemed, at the time,
"unworthy" (according to the production workers' associations model). Another reason for
its creation was to make it possible for the working classes to practice consumer spending
(through workers' consumer associations, at first). In the second half of the nineteenth
century, the Social Economy emerged in rural areas in order to support family-run
enterprises. It appeared in conjunction with agricultural policies and unions. This Social
Economy, through its different forms of mutualisation, was long divided between defending
the interests of producers or the interests of consumers, keeping in mind that its implantation
was both territorial and professional. Thus, the famous Rochedale pioneer weavers' co-
operative, created in 1844 in Manchester, sought to conquer the manufacturing industry and
agricultural production by uniting consumers, had, for many years, divided its profits
between consumers and salaried workers.

But, the division of work finally carried the day, forcing a distinction between co-operation
among users (savings & loans, consumer spending, insurance, tourism...), and co-operation
among producers (individual entrepreneurs and associated workers), privileging the industrial
modes of vertical integration. Today, however, new forms of multi-societal and lateral co-
operatives are emerging, associating within a single entity, various members who might be
consumers, salaried workers, "beneficiaries", volunteer workers, and/or institutional partners.

Therefore, employment in the Social Economy may be considered at one and the same time a
finality (maintaining individual activity in co-operatives of entrepreneurs, associated workers
in production co-operatives) and a means of insuring quality service to consumers/associates.

Defence of the promotion of employment by the Social Economy has, then, historically taken
diverse forms:

- Defence and reorganisation of independent work by individual entrepreneurs' co-operatives,
first in agriculture then in artistic and commercial circles, then more and more in road
transport companies and among professionals;

- Shift and articulation of the volunteer sector and salaried workers over to consumer service
or savings organisations;

- associated work in order to collectively maintain control over work conditions and
production in work co-operatives and societies.
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In all the European countries since the seventies a new function has involved member
organisations of the Social Economy in setting up an integration service. This function has
been consolidated with the emergence of new activities which have brought about new jobs.

But the participation of Social Economy organisations in the global employment market is
very uneven from country to country on account of the relative importance of different
institutions. According to currently available information, they provide 1-2.5% of civilian
jobs in Greece and Portugal, around 4-8% in Italy, Sweden, Germany, Belgium, France,
Austria, Finland, Spain and the UK and 12.5-14.3% in Denmark, Ireland and the
Netherlands'.

The relative share of each component is variable, tradition giving more or less importance to,
for example, Catholic education. National legislation may or may not facilitate the creation
and economic activity of co-operatives and associations, and the role of mutual health
societies depends on the national system of social protection. Thus, mutual societies (for
health and, to a lesser extent, insurance) represent at most 5-7% of employment in the Social
Economy (in France, Spain and Germany). Co-operatives are numerous in Italy, Spain,
Portugal, Finland and Sweden, either by tradition or having appeared more recently, with 45-
55% of the whole; they occupy 20-30% of Social Economy jobs in Ireland, Germany,
Denmark, Luxembourg and Austria, and between 10 and 20% in the UK, the Netherlands,
Belgium, Greece and France.

In the first group of countries, the vitality of employment comes from the development of
worker co-operatives (and worker societies in Spain) and social co-operatives (whose star
example is in Italy). In the other countries, employment develops principally through
associations, self-promotion groups or volunteer organisations, which control between 70 and
80% of jobs in the Social Economy.

Despite these differences in statutess, employment tendencies, when considered by activities,
are shifting in convergent directions in all of the European countries. This shift reflects an
evolution of employment in general (shift from agricultural and industrial toward services,
and from services which can be standardised toward relational services). This evolution
contains, however, certain specificities attributable to the characteristics of these
organisations (geographical and/or professional proximity, co-production of services by users
and salaried workers, their nonprofit orientation, constitution of horizontal and vertical
partnerships). In fact, the nonprofit orientation protects these organisations against the
"tyranny of shareholders" and allows them to remain centred on the production of services;
their indivisible reserves shelter them from forced moves and from takeover bids; the
difficulty they have in raising external capital forces them to maximise their "human" capital.
In this sense they do better in the face of employment losses in the most competitive sectors
(or they collectively disappear). What's more, when the emphasis is put on training people, it
pushes them to struggle against exclusion by lessening the selection of workers. Finally,
their proximity to users opens up opportunities for the conception of new activities and new

" If we took nonprofit hospitals and Catholic education into account, Belgium would have to be moved into the
last group with the Netherlands and Ireland.



38 THE ENTERPRISES AND ORGANIZATIONS OF THE THIRD SYSTEM

jobs. These qualities, as we shall see, can only be taken advantage of if certain conditions are
met.

2. Development of Employment in the European Social Economy14

This study of the development of employment is organized on the basis of a cross approach
between the sector of activity and the structure. Certain activities are managed with the same
type of structure everywhere (supply purchasing and distribution by agricultural co-
operatives, access to credit through co-operative or mutual banks, etc.); others might be
managed by associations or by co-operatives (social services, integration, etc.) or by co-
operatives or mutual societies (protection of health or goods); others, finally, are managed by
associations or co-operatives or by mutual societies (such as services at home). We are
generally witnessing a twofold development. Co-operatives and mutual societies are turning
into associations by identifying their members by territory rather than by profession, while
associations are becoming co-operatives due to the recognition of autonomous economic
activity, which is often limited in associations.

2.1. Independent workers

Social Economy participates in maintaining the activity of independent workers (farmers,
businessmen, artisans, professionals, etc.) and in the development of employment in common
services.

The tradition of uniting in order to maintain and develop an individual or family activity is
strongest in agriculture. Differing according to country, the market share of agricultural co-
operatives is over 70% in all or at least some activities (Ireland, the Netherlands, Finland,
Sweden, Denmark, Greece), or between 30 and 50% (Italy, Portugal, France, Spain, etc.).
Almost everywhere'” they followed the same progression: considerable development to
structure the markets and lead Europe to alimentary self-sufficiency, then to surpluses and
improved revenue for farmers. Although they have succeeded in slowing it, they have not
stopped rural exodus.

Today's liberalization of exchanges translates into concentrations and "subsidiarizations" on
the one hand, and more brutal privatisation on the other. This indicates a diminution of the
number of co-operatives and the restructuring of employment. It is currently developing in
agro-alimentary transformation subsidiaries, in commercialization and in services
(insemination, use of agricultural equipment, etc.).

Employment in farming is diversifying. Between the two extremes of individual farmers and
salaried employees of co-operatives, there lie a number of intermediary conditions. Next to
veritable heads of individual agricultural empires, emerge a sort of group agriculture on the
one hand and rural farmers on the other. Next to the great specialized co-operatives, small

' Synthetic tables at the end of this Section resume some data on employment evolution in the main activity
sectors.

13.95% of co-operative employment in Greece is in the agricultural sector, which has been misused by certain
public policies.
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co-operatives rise up (in the UK, for example) with quality products (Sweden, France),
organic (Denmark) or on rural tourism (Spain) which impose a great collaboration between
farmers and technicians. What's more, in order to counter the desertion of certain areas, rural
development co-operatives or associations seek to diversify their activities. This requires the
creation of partnerships among farmers, rural artisans, municipalities, etc., and to recognize
the importance of the diversification. Older forms of co-operatives are not always adequate
(such as the CUMA, Co-operatives for the Use of Agricultural Material in France, which are
unable to associate municipalities). More open co-operatives are also necessary in order for
employers and co-operatives operating in a given activity to unite in order to stabilise
s