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Introduction

This text is aimed at discussing aid and support for the social economy in Poland. The example of
social cooperatives was selected because they are the only legally defined social enterprises in
Poland and are included in all programs and regulations concerning aid and support directed to the
social economy. The first part of this article presents basic information on the Polish social economy,
subsequently the nature of social cooperatives under the law is specified. The first two sections
provide a background and introduction to the issue of aid and support for social cooperatives
presented in the third part. The last part is devoted to the brief identification of new trends in helping
the social economy and new support tools — primarily in the form of a pilot lending fund, "ES fundusz".
The summary of this text aims to, in particular, answer the following questions. Firstly, is the provision
of aid and support lawful (in relation to fair/unfair competition)? Secondly, is aid and support provided
in the same manner in each region of Poland? If there are any differences, how do they impact social
cooperatives? Finally, is the aid and support delivered efficiently and, therefore, is the development of

social cooperatives stimulated?



The Polish model of social economy

The second half of the 20" century can be associated among other things with a change in attitude
towards and in conduct of economic and social policies in many countries around the world. Crises
and economic shocks, political changes and ongoing demographic processes have led to the search
for new solutions, both systemic and institutional. More convictions, and stronger ones, about the
"extravagance" of existing social policies and the state’s failure to perform its tasks in addition to ideas
arising from the theory of market failure paved the way for the more important role of social society
organization. Due to this change the third sector became a bigger provider of social services
(Defourny, 2001, p. 1-2; Amin, 2009, p. 4; Alexander, 2010; Defourny and Nyssens, 2006, p. 4) and
an influential partner in the implementation of social policy goals. This is also connected with the
concept of social economy, social enterprise or social entrepreneurship® gaining a more important role
and strengthening its position. The second decade of the 21* century saw the intensification of the

whole process (Fayolle and Matlay, 2010, p. 1-3; Chaves and Monzén, 2012, p. 5-26).

In Poland the process of rebuilding civil society organizations, particularly NGOs, began during the
transition to a market economy. Initially (in the 90s), these organizations functioned as charities not
engaged in economic activity. This was also connected with the more influential role of the non-profit
approach and USA grants for this kind of organization. It may even be said that up to the beginning of
the 21°* century, social society organizations engaged in business activities were seen as inferior. A lot
changed in this respect during the period shortly before the Polish accession to the EU% EU policy and
funding, and a change in social policy towards active social policy (further referred to as ASP)
contributed to the rapid popularization of social economy in Poland. This trend has further

strengthened along with the build-up of new social problems.

Historically Poland also had a good background for the social economy. Poland has a very solid, long-
standing and rich tradition of social organization, with a lot of examples of solidarity and reciprocity
(Les, 2004, p. 186; Bukraba-Rylska, 2008, p. 29-62; Hausner, 2009, p. 209). The first-known was
asort of cooperative, the “Agricultural Mutual Society for Rescuing in Misfortune” (Rolnicze
Towarzystwo Wspdlnego Ratowania sie w Nieszcze$ciach) founded by Stanistaw Staszic at the
beginning of the 19th century. During the First and Second World Wars a lot of mutuals, cooperatives
and other organizations operated in Poland, which are now called the first wave of the social economy.
However, the effort made at the time has been largely lost due to the socialist rule in Poland after the
Second World War. In the period of centrally planned economy, the sense of cooperative activity was
distorted, for instance by making the cooperatives subject to state authorities, as a result of which they

lost their authenticity, autonomy and independence (Brodzihski, 2007, p. 18).

The period of transition was not favourable for the social economy and old organizations like

cooperatives. During the Communist period some civil society organizations (the old ones) and

! The author will not describe the concepts of third sector, social economy, social enterprise and social
entrepreneurship in detail. They will only be mentioned in a degree that is useful for the article.
% In the EU the concept of the social economy has been prevalent since the 1980s.



cooperatives acquired a pejorative meaning. For Polish society, they were associated with
Communism much more than with the great Polish tradition of philanthropy, charity, mutuality,
reciprocity, self-help and voluntary work. During the transition, for politicians matters such as the social
economy, civil society organizations as well as (active) social policy were not so important; economic
reform with some tools of social protection, especially for people excluded from the labour market,

held a bigger role (Rymsza and Kazmierczak, 2008, p.172-187).

There are several ways of defining the social economy, social enterprise or social entrepreneurship
around the world and in Poland. The Polish definition of the social economy bears more resemblance
to the European approach, but the Polish argument about how to translate the concept of the social
economy in the mid 2000s resulted in two different interpretations of it. Social economy was translated
directly into Polish as ekonomia spoteczna, which actually means social economics in English. There
were voices stating that a better description would be gospodarka spofeczna (exactly social economy
in English). After 2007 an unwritten agreement that both designations are equal was reached. But
there is group of researchers who differentiate the two names (Rymsza, 2011, p. 21-22). Ekonomia
spofeczna is used for the theoretical and political concept describing economic development.
Gospodarka spofeczna is used as the name of the actual social economy organizations: cooperatives,
mutual insurance societies, associations, foundations, social integration centres and clubs, vocational

training centres or social cooperatives.

With respect to social cooperatives, as mentioned above, the early 21st century can be associated
with the second wave of the social economy (Rymsza, 2008, p.172-187) (also known as the new
social economy) and a change in the direction of social policy in the countries of Europe. The changes
taking place in response to the crisis of the welfare state have proven the existence of a strong bond
between the concept and subjects of social economy and ASP. These changes have also resulted in
the social economy being interpreted mainly in the context of sectors® and from the perspective of the
market-failure theory. In addition, the strengthening of the role of the social economy and ASP can be
associated with the European Social Model, implemented in the European Union member states.
As mentioned above this was very influential in the case of Polish social policy. Worth underlining is
the fact that up to today (especially for public authorities) the social economy and social enterprise are
seen more as a tool of ASP or an instrument of active labour market policy (further referred to as
ALMP) than a conception or expression of a new way of thinking, social change or democratization.
The trends listed above are particularly visible in terms of the approach to supporting socially
marginalized or excluded groups and public support for the social economy. Putting it simply, the main
task is activation of the unemployed, which can be conducted within the framework of social economy,

particularly in social cooperatives.

As of today social cooperatives in the Polish legal order are, in fact, the only type of social enterprise
introduced in the legal system by a separate act. They are an example of social enterprise built

through top — bottom movement as a part of labour market institution reform, as a social employment

% The social economy does not mean the same thing, but is thus identified with the so-called the third sector and
non-governmental sector.



entity”. Polish social cooperatives are closer to social enterprises or social firms than to community
enterprises (Pearce, 2003, p. 28-3, 190-191) due to the lack of strong communities and low social
capital (Hausner, 2009, p. 216-219). Because they are the only legal type of new social economy form,
on the one hand they are included in every social economy programme in Poland, and that is the
reason why social cooperatives were chosen as an example for this paper. On the other hand, among
social cooperatives it is possible to find social enterprises, social society organizations or firms that do
not fulfil the criteria of a social cooperative, but they do not have any other legal form of social

economy organization®.

The Polish legislative body followed the type B model of social cooperatives operating in Italy®. Polish
social cooperatives, due to the fact that their aim was occupational and social integration, are not only
an example of a social enterprise, but, like their Italian equivalent, they are enterprises of a special
kind: so-called WISEs (work integration social enterprises) (see, for example, Davister, Defourny and
Gregoire, 2004, p. 3). They were also created as a perfect ASP tool to actively counteract
unemployment according to the “Jobs instead of benefits” principle. At the beginning the main purpose
of Polish social cooperatives was to fulfil the needs of people who were threatened by social
exclusion, who had little chance of finding a job on the labour market (Sobol, 2009, p. 10). After a few
years (at the end of the first decade of the 21 century) this form gained interest among young people
who were unemployed too, but were seeking new economic practices’. So now social cooperatives
may be interpreted in two ways — firstly, as a place of social employment (or supported employment)

and secondly — simply as a social economy entity.

The nature of social cooperatives under Polish law®

The Act of April 27" 2006 on social cooperatives (further referred to as AoSC)9 clarified the legal
provisions on these entities, existing since August 2004 in various legal acts. Social cooperatives were
introduced in Polish legislation in 2004 on the basis of the Act of April 20", 2004 on promotion of
employment and labour market institutions'® and by adding Section V to the Cooperative Law Act of
September 16", 1982". As mentioned above, initially the role of cooperatives was interpreted only
instrumentally, in the context of social employment, and they were perceived as a particular type of
labour cooperative (Gersdorf, 2009, p. 449-461; Izdebski, 2006, p. 7-13). Now, more than seven years

Actually, most public aid and support for social cooperatives comes from Labour Fund financial resources.

®A project of a law on social enterprises is still in preparation (by Ministry of Labour and Social Policy) and has
not reached the Polish legislative body as yet.

® Italian type A social cooperatives work in the area of health, social services and education, while type B
cooperatives work in the area of integration of people disadvantaged on the labor market (see Borzaga, Santuari,
2005 Borzaga, Loss, 2002).

Eg Social cooperative ,Warszawa”, http://www.ekonomiaspoleczna.pl/x/788998 [Accessed: 20" August 2013].

8 This chapter partly draws on the paper: Role of the social cooperatives in overcoming problems of the
unemployed in Poland, presented during the 24th Annual EAEPE Conference in Cracow in 2012.

° Dz.U. of 2006, no 94, item 651, as amended. The provisions of the AoSC have been amended three times in the
2006-2012 period, once through amendment of the act itself (2009) and twice — through amendment of its
|nd|V|dual provisions (2010 and 2011).

% Dz.U. of 2004, no 99, item 1001, as amended.
1 The consolidated text of the Act: Dz.U. of 2003, no 188, item 1848.
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after the passing of the AoSC, the assumption that social cooperatives represent a particular kind of
labour cooperative can hardly be supported. The main differences, which indicate the existence of two
separate types of cooperatives (social cooperatives and labour cooperatives), include: the prohibition
of division of balance sheet surplus among the members of the social cooperative, and the obligation
to implement social objectives by acting towards social and occupational reintegration. Both these
differences pertain to the nature of the social cooperative, making it a special kind of a cooperative,
without amending its primary objective of a tool for activation and counteracting unemployment.
A social cooperative, unlike most types of Polish cooperatives, can be considered to be the in-between
model according to the classification of the four co-operative models (Galera, 2004, p. 20-21) or
a specific example of a multi-stakeholder co-operative. It is a hybrid (Defourny and Nyssens, 2008, p.
5) combining the components of a cooperative and a non-governmental organization, which results in
the emergence of a corporation of people working together to meet economic as well as non-economic

objectives.

A social cooperative, according to Article 2 of the AoSC, operates in three dimensions, two of them
mandatory. The first can be referred to as the economic dimension, and it consists in obligatory
management activity of the joint enterprise based on personal effort of its members™. In other words,
it refers to the necessity of undertaking and engaging in business operations, or in paid work, in
a continuous and organized manner. This component is thus borrowed from a classical enterprise,

operating to make profit.

The second area of activity of social cooperatives can be referred to as the reintegration dimension.
It refers to obligatory activity aimed at achieving social objectives, including: social reintegration and
occupational reintegration of cooperative members®™. Like the economic dimension, reintegration
activity is obligatory, and it cannot be performed within the framework of business operations

conducted. This restriction separates the two necessary fields of operation of social cooperatives.

The third aspect of operation of a social cooperative14 is — like in all other instances of cooperatives —
the option of engaging in social, educational and cultural activity aimed at its members and their
families. It seems proper to refer to this field of activity as being strictly social. Social cooperatives may
also engage in social activity as public benefit organizations, since the AoSC extends the scope of this
optional activity of social cooperatives by adding socially useful operations connected to public tasks
specified in the act of April 24™, 2004 on public benefits and voluntary work'®. Therefore, the third
dimension of social cooperatives’ activity can be referred to as its social dimension sensu largo, and it
encompasses the activity referred to above as its social dimension sensu stricto, and public benefit

activity.

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



Figure 1. A simplified diagram of a social cooperative
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According to Article 4 of the AoSC, a social cooperative in Poland may be established by natural
persons from socially excluded groups16 and other natural persons (constituting less than 50% of the
founders and subsequently members of the cooperative”) and legal personslg; in practice, most social
cooperatives are established by the unemployedlg. Therefore a social cooperative may benefit from
the support prepared for the unemployed, especially from funds provided for creating jobs. Further on
a support system for social cooperatives under the provisions of the law, especially of the AoSC, will

be shown.

As stated above, under the provisions of the AoSC social cooperatives, unlike other types of
cooperatives, are able to conduct broader social activity. In addition, the legislative body has allowed
social cooperatives to apply certain legal solutions which are applicable to non-governmental
organizations on the basis of the Act on public benefits and voluntary work. According to Article 8 of
the AoSC, the activity of a social cooperative aimed at reintegration and social tasks sensu largo is not

a business activity and it can be conducted as either paid or unpaid activity, based on the statute.

% The unemployed, the homeless, alcoholics, drug addicts, refugees, persons released from prison, the mentally
ill or the disabled.

7 Up to 2009 this was only 20%.

18 Changes with respect to other natural persons and legal persons were introduced in 2009.

1o According to the most recent research available on social cooperatives, entitled “Monitoring of social
cooperatives” and conducted in 2011 for the Ministry of Labour and Social Policy, 83% of cooperatives were
established on the initiative of the unemployed.



Similarly, Article 14 of the AoSC allows social cooperatives to hire volunteers; however, since 2010
only for purposes associated with public benefit. This may be seen as a kind of support for social
cooperatives, but in fact it is rather an entitlement to prerogatives arising from the non-governmental
component of social cooperatives. As hybrids, social cooperatives can also enjoy the rights of entities

to create it.

Summing up, the legal framework of operation of social cooperatives evolved after 2006 from the
social cooperative introduced in the legal system in 2004 as a place of social employment in
a cooperative entity, to a special form of social enterprise that is the social cooperative of today.
It should also be taken into account that at present, social cooperatives in Poland are flagship entities
of the social economy, which fully fit the formula of a social enterprise. They combine the components
of a classical enterprise, operating for profit, and a non-profit or not-for-profit entity, aimed at achieving

broadly understood social objectives, and thus operate as a new, special type of a cooperative.

Aid and support for social cooperatives

As aid and support for social cooperatives were mentioned above in passing, more information is
provided below. To begin with, it is worth noting that aid and support are given different meanings in
this paper. Aid will designate help which has a more financial nature, e.g. money for start-up. Support,
meanwhile, indicates help which has a more material or practical nature such as items, services or
also money, but given only in order to pay for precisely specified purchases. Aid as well as support
can be formal or informal. The former is provided by a public authority and according to the applicable
law. The latter results instead from personal or societal relations, e.g. when members of social
cooperatives who graduated from a social integration centre receive help or professional knowledge
from its employee. Aid and support can also be divided into groups such as governmental or European

and public or private, depending on who provided funding.

Polish law on social cooperatives provides for aid and support which must be granted mandatorily and
that which may be granted. The latter kind is initiated by a decision of a staroste®® or other
representative of local government or state. All kinds of aid are non-mandatory and only may be
granted. Aid is granted also as de minimis aid in accordance with the Commission Regulation on this
matter. Allocation depends on social cooperatives meeting conditions and on the quantity of means
from the Labour Fund. The aid category includes:
e subsidies from the Labour Fund (according to Art. 46 para 1 subpara 2 of the Act of April 20th,
2004 on Promotion of Employment and Labour Market Institutions®, further referred to as
AOPELMI),

% The staroste (“starosta”) represents the second-level unit of local government (“powiat”).
21 bz.U. no 99, item 1001 as amended.



e reimbursement of premiums due per each employed person for retirement, disability and
health insurance and of a part of individual employer costs corresponding to premiums for
retirement, disability and accident insurance (Art. 12 para 3a of the AoSC),

¢ financing of a disabled person’s contribution to the social cooperative from the State Fund for
Rehabilitation of Persons with Disabilities (Panstwowy Fundusz Rehabilitacji Osob
Niepetnosprawnych, PRFON)ZZ,

e other subsidies from the state budget or the budget of the local government unit (Art. 15 para
1 subpara 1 of the AoSC),

e loans from the state budget or the budget of the local government unit (Art. 15 para 1 subpara
2 of the AoSC).

Subsidies from the Labour Fund are instruments of ALMP and are thus available to all unemployed
equally, with the exception that unemployed persons who want to establish social cooperatives may
seem slightly discriminated against in comparison with other unemployed. For all unemployed, the
amount of funds allocated to such an individual must not exceed 6 times the average salary, the only
exception being for a member of a cooperative — the amount of funds allocated must not exceed
4 times the average salary for a founding member of the cooperative, and 3 times the average salary
for a member joining the social cooperative after it was created. This regulation makes it impossible to

use the advantages of cooperation.

This kind of aid is sometimes problematic for the unemployed who want to establish the social
cooperative. Worth underlining is the fact that most of these people have often been outside the labour
market as well as society for long time. It is much harder for them to start on something, and so they
need more help than others. Legally, they are entitled to these subsidies, but in reality they sometimes
cannot afford them, because they are not able to give a proper guaranty. This problem has been
raised in many publications and documents. The situation is now improving because the authorities

allow the neediest unemployed to receive help from other sources in providing the guaranty.

The number of subsidies is different across Polish provinces and also varies when it comes to the
number of subsidies that can be awarded to one social cooperative. According to interviews some
authorities grant subsidies to all five founding member of a cooperative, while others, only one or two
of them. It is worth underlining that the recipients’ catalogue of those subsidies is extended to alumni
of social integration centres and clubs. This works in favour of social cooperatives, but it also is more
because of the kind of support for those excluded people. All persons who have received such
subsidies from the Labour Fund are equally obligated to run a business or be a member of a social

cooperative for more than 12 months, or must return the funds.

2 Art. 12a para 1 of the Act of 27 August 1997 on Social and Vocational Inclusion and Employment of Disabled
(Dz.U. no 123, item 776 as amended).



Table 1. Comparison of the number of social cooperatives, subsidies, contributions, reimbursement and

registered unemployment.

Number of
social Number of
cooperatives disabled
entered in the Number of person’s
National Court | subsidies from | contributions | Reimbursement
Register per the Labour financed by of insurance | Unemployment
year Fund PFRON premiums rate (%)
Province 2011 | 2012 | 2011 | 2012 | 2011 | 2012 | 2011 | 2012 | 2011 | 2012
Dolnoslgskie 5 24 4 13 0 2 yes 2 10,6 11,1
Kujawsko-pomorskie 4 10 24 10 2 22 yes 9 11,0 11,8
Lubelskie 6 19 5 0 0 0 0 0 10,3 10,5
Lubuskie 2 6 0 8 0 0 0 5 9,5 9,0
t 6dzkie 13 12 0 3 0 0 0 65 9,3 11,0
Matopolskie 18 12 5 13 1 3 yes 45 9,4 10,4
Mazowieckie 11 18 8 18 0 0 0 11 7,9 8,0
Opolskie 5 2 2 5 0 0 yes 5 9,3 9,5
Podkarpackie 6 32 0 10 0 0 yes 12 12,4 13,2
Podlaskie 2 13 0 1 0 1 yes 13 9,2 9,3
Pomorskie 5 3 0 14 11 6 yes 38 8,5 9,6
Slgskie 8 14 4 0 0 0 yes 20 9,2 9,4
Swietokrzyskie 2 7 2 3 0 0 0 0 12,9 13,1
Warminsko-mazurskie 7 8 14 14 1 6 yes 18 9,7 11,1
Wielkopolskie 18 16 3 18 1 1 yes 12 8,7 8,5
Zachodniopomorskie 12 4 4 6 0 3 0 0 11,8 11,0
Total 124 200 75 136 16 44 118 255 9,6 10,1

Source: Own study on the basis of information from the Ministry of Labour and Social Policy Department of Public
Benefit, the Polish General Revisory Union for Social Cooperatives and the Central Statistical Office.

The data available on aid from the Labour Fund and PFRON represent too short a period and are not

comparable, which unfortunately makes it impossible to carry out detailed research. However, the lack

of a clear link between the data provided may be noticed. It seems that the grant from the Labour

Fund as a tool of AMLP matters only marginally, if at all, with respect to the creation and operation of

social cooperatives. This conclusion seems to be confirmed in interviews with cooperative members,

who also indicated that for them other funds, in particular EU funds, were more important.

The connection between the number of newly established social cooperatives with periods of funding

and disbursement of funds from the European Social Fund (ESF) is indicated on the chart below.

However, these are only preliminary findings and require further, in-depth research.




Chart 1. The number of social cooperatives entered in the National Court Register in the years 2004-2012
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Source: own study on the basis of data from the National Court Register.

The other types of aid from the state budget are subsidies and loans provided through the Regional
Social Economy Fund (Regionalny Fundusz Ekonomii Spotecznej, RFES) in 2005 or the Social
Cooperative Support Centres (Osrodki Wsparcia Spotdzielczosci Socjalnej, OWSS) that exist since
2006. During this period the way these institutions are funded changed, but they continue to provide

aid as well as support from the state for social cooperatives.

The next element of aid as well as support for the development of social entrepreneurship in Poland,
including social cooperatives, is the Operational Programme Civic Initiatives Fund (2009-2013).
Priority IV: Development of social entrepreneurship of this Programme outlines the possible areas of
support, which include promotion and dissemination of the idea of social entrepreneurship and good

practices in the area of the social economy, and promotion of new forms of management across it.

Another source of aid are projects co-funded by the ESF through the Operational Programme Human
Capital (HC OP). Action is taken to make starting and running social cooperatives possible. Under the
programme’s priorities23 funds are awarded for projects by social cooperatives and other social society

organizations, which thus form loan funds for social enterprise524, including social cooperatives.

In the support category mandatory and facultative instruments can be enumerated, such as:
e reimbursement of the cost of equipment or furnishings for an unemployed person (according
to Art. 46 para 1 subpara 1 of the AoPELMI),
o exemption from payment of the court fee in the National Court Register (for application for
registration as well as for amendment of the entry) and the fee for publication of those entries
in the Court and Economic Monitor (Art. 6 para 3 of the AoSC),

2 Central components of HC OP: 1% — Employment and social integration; regional component of HC OP: 7" —
Promotion of social integration, 8" — Regional human resources of the economy, 9" — Development of education
and competencies in the region.

24 E.g. the "PI: ES loan fund" (,Pl: Fundusz pozyczkowy ES”) which was created and operated during the period
from January 1%, 2012 until October 30™, 2013 in the Kujawsko-Pomorskie province.
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« services of volunteers in the area of public benefit activity®® (Art. 14 of the AoSC),

e tax relief with respect to income tax for legal persons — deductible cost are not included —
if spent in the fiscal year for the purposes of activity in the reintegration dimension (Art. 17
para 1 subpara 43 of the Act of 15 February of 1991 on Corporate Income Tax26),

e guarantys (for loans, credits and for return of received refund or funds for initiating economic
activity, establishing or joining a social cooperative) for ex-employees of social cooperatives
established by, among others, a local government unit, who join another social cooperative,
undertake economic activity or are employed by another employer (Art. 15 para 1 subpara 3
and Art. 5a para 3 and 6 of the AoSC),

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

e refunding costs of lustration (Art. 15 para 1 subpara 5 of the AoSC),

e support for social cooperatives within the framework of ESF system projects through social
welfare units (social welfare centres in the first and the second-level units of local

government).

The above-mentioned types of aid and support for social cooperatives are formal forms of help
recorded in various acts of law. In addition to these formal forms, the informal ones should be
mentioned. They are not provided for by law, but play an important role nevertheless. Among them we
may distinguish support in the form of openness, willingness to cooperate and partnership of the local
government authorities; support from workers of social integration centres and clubs towards to their
graduates; buying products and services from social cooperatives27 or creating campaigns to promote
activities, products and services of the social economyzg. Another example of informal support from
the government is listening to the opinions of social economy entities and carrying out the proposed

changes in the law. An example is the amendment of the AoSC from 2009.

Under support for social cooperatives by buying their products and services we can distinguish
mechanisms that exist in the so-called public procurement law in social clauses. They work as
a support tool for excluded persons by encouraging companies to employ them in connection with
orders awarded under public procurement law. So this is a tool not only targeted at social cooperatives
and social enterprises, but also open to commercial enterprises. It should be noted that despite the
fact that in Poland these social clauses are in force and it has been possible to put them into practice
for almost five years, only some public entities have done so, and so not many local communities
benefit from them. This indicates a great need to build trust and cooperation also in public

administration. In addition to social clauses, another form of support through buying products and

% As mentioned above, this activity should not be seen as support, because it is an entittement of the non-
governmental component of the social cooperative, especially after limiting volunteer help only to public benefit
work.

%5 Dz.U. of 2000 no 54, item 654 as amended.

z According to a study on social cooperatives entitied “Monitoring of social cooperatives” most cooperatives sell
own products and services to natural persons or other commercial companies; the smallest groups of recipients
are local government authorities and other social economy entities.

% The marketing campaign promoting the social economy label "Pro-social purchase" (Zakup prospofeczny).
http://www.zakupprospoleczny.pl/ [Accessed: 27" of August 2013].
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services from social cooperatives are public benefit tasks contracted to social cooperatives in
accordance with the provisions of the Act on Public Benefit and Volunteer Work. Social cooperatives

are recipients of this form of support alongside other entities.

The above briefly describes the forms of aid and support for social cooperatives widespread across
Poland. It can be added that some proposals of new kinds of aid and support for social cooperatives
have been made, for example a possibility for legal persons to donate 1% of income tax to, among
others, social cooperatives. The proposed construct was similar to the existing 1% of personal income
tax that can be transferred to public benefit organizations. This proposal has not been implemented by

public authority. Some new forms of help are briefly presented below.

New forms of aid and support for social cooperatives

An analysis of the aid and support for social cooperatives shows changes over the years. An important
observation is fact that in Poland we are now facing the change from non-refundable aid towards the
mechanism of loans. Such mechanisms were first introduced as projects of social economy entities by
the ESF. The main reason was the inherent problem of social cooperatives (and also the social
economy) — lack of money for investments. Pursuant to the AoSC, social cooperatives cannot allocate
more than 20% of surplus in investment funds. This means no real possibility of own development.

Currently, an example of a loan mechanism initiated by public authorities is “ES Fundusz”.

“ES Fundusz” is a pilot program of financing the social economy funded by the ESF as the central
component of HC OP — Employment and social integration. In the future, Polish central authorities
want to use the experience of this pilot project to create a continuously functioning fund. The fund can
be used up to June 30™ 2015. The main task of “ES Fundusz” is to supply social economy entities
with preferential loans for their development. Those loans should be used for broadening their
businesses: this may be investment in an already existing economic activity or in a new one. This loan
can be spent on material or immaterial assets and should result in increase of income and/or
employment in the borrower entity. Another aim of “ES Fundusz” is to give borrowers professional
advisory services free of charge. The essence of preferential loans is the absence of any additional
fees and charges and an attractive interest rate of 50% and 25% of the rediscount rate of the National
Bank of Poland. The social economy entities which can apply for a loan are:

e worker cooperatives,

e cooperatives of the disabled and the blind,

e social cooperatives,

¢ NGOs,

e church legal persons and organizational units (conducting public benefit activities),

e joint-stock companies, limited liability companies and sport club companies (non-profit).

At the end of August 2013 the total amount of given loans was more than PLN 2 million (from more

than PLN 25 mil.) and 576 hours of advisory services were provided. They were given to 27 social

12



economy entities, including 10 social cooperatives, 4 worker cooperatives, 12 NGOs and 1 non-profit
limited liability company®®, for purposes like: renovation / adaptation of space, purchase of machinery

and equipment, purchase of materials and other current assets, purchase of means of transport.

In connection with the new programming period (2014-2020) a special programme for the social
economy is being prepared, called the National Programme for the Development of Social Economy
(Krajowy Program Rozwoju Ekonomii Spotecznej, KPRES). One of the priorities (3: “The social
economy support system”) of this programme is wholly devoted to aid and support instruments for the
social economy. It includes among others: non-repayable and repayable financial instruments,
providing quality services for the social economy and social enterprise, supporting cooperation and
partnership networks within the social economy. The system of services will consist of: local animation
services, services for development of the social economy (this component refers to activities aimed at
initiating the creation of new companies and social enterprises, including training, and individual and
group counselling) and services to assist existing social enterprises. This project was broadly

consulted with representatives of the social economy and should soon be implemented.

In Poland every year in early autumn the National Meeting of the Social Economy (Ogdlnopolskie
Spotkania Ekonomii Spotecznej, OSES) is held. This year will see the 7" meeting, during which new
forms of aid and support for the social economy will also be discussed. Among others there are
proposals to raise the issue of social bonds (including social impact bonds) as part of a larger
phenomenon of socially responsible financial instruments. In Poland, banks still have difficulty in
seeing and recognizing the social economy as a separate client. They are not working on the creation
of separate bid and risk assessment for the social economy, but there is increasing demand for new
financial instruments to be developed also for it. There are proposals for such socially responsible
financial instruments as capital investment of venture capital / private equity — called social venture
capital30 — or other instruments of social investments such as "patient capital", mezzanine funds,
subordinated loans and also business angels. In Poland there is also no social agency present in
other countries in the form of stock-exchanges, think-tanks or other services and utilities. Now, with
the development of social cooperatives and the social economy, and as public funds cease to be the

only supporter, the demand for new forms of help is stronger and more visible in Poland too.

Conclusion

The size and scope of the Polish social economy is subject to many changes that affect public

policies, regulatory instruments, available means of support and social awareness. In addition, new

» Data according to http://esfundusz.pl/?p=923 [Accessed: 27" of August 2013].

% The first Polish test social venture capital for social enterprises will be implemented by the Stowarzyszenie
Centrum Rozwoju Ekonomicznego Pasteka (CREP) association. The project, for which the association has
received EU funding, will entail (among others) the provision of capital with deferred payment to social
cooperatives from the Warminsko-Mazurskie province, which will create jobs for unemployed young people above
15 years of age.
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methods are required for assessing effectiveness and efficiency. Despite this situation, the state of

both the social economy and social co-operatives can be evaluated positively.

To sum up this text and answer the questions posed in the introduction, it is clear that the aid and
support provided in Poland do not distort or infringe the rules of competition law. Frankly, compared to
examples from other states, Polish formal and informal help for social cooperatives is not so
favourable and broad. There are also some social cooperatives in Poland which were founded without
any formal public aid or support. The instruments used appear to be correct, but it can also be seen
that the social economy needs to be more widespread across society and employees of public
authorities. One important factor seems to be the implementation of other law acts on the social
economy (especially on social enterprise), which should result in the revision and adjustment of other
regulations. Other public regulations can be contradictory with those on social economy. There is still

a lot to do.

As regards aid for social cooperatives, differences can be spotted across Poland. As showed above,
in some regions subsidies from the Labour Fund were not given. In their place, social cooperatives
benefit from other sources for start-ups, like ESF founds or state programmes prepared only for social
economy entities (e.g. through OWSS). It seems that funds from special programmes for social
cooperatives work better. Such grants frequently bind money with advisory services, which influences
the borrower by making them more professional. This is important where all or most of members of
social cooperatives originate from excluded groups. Worth underlining is that these special
programmes are created for longer periods of time, during which they stay unchanged, and are more
independent from the varying quantity of money in the Labour Fund. Other conclusions are
unfortunately not possible, because the available data on aid and support represent too short a period
of time and are hard to compare. As mentioned, research on the social economy or social
cooperatives is insufficient. It is therefore impossible to answer the question with certainty. However,

this provides a direction for new research.

It is worth noting that the Department of Public Benefit at the Ministry of Labour and Social Policy is
trying to close this gap, also through cooperation with the Central Statistical Office. The latter has
recently added social economy, among other topics, to its website. It is a pity that it classified social
economy into the third sector by interpreting it only as the non-governmental and non-profit sector.

This shows the necessity of educational work on the social economy.

Finally, the last question is hard to answer, due to the aforementioned lack of credible data about
evaluation of funding. Another difficulty is unambiguously determining which instrument stimulated the
development of social cooperatives the most. However, it must be concluded that the largest role is
played by openness of the government and the institutional environment, which are changing
favourably for the social economy. But on the other hand in government operations we can also see
a lack of understanding of the social economy and adverse effects, such as changes in the law on
cooperatives that blur their essential nature. Therefore, the overly big introduction of capital solutions

for social economy may be worrying. In the case of Poland, where the social economy and third sector
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are not very developed, it can lead to the privatization and capitalization of the social economy. This
would not be good, because after all the social economy is governed by different rules than the

capitalist economy, which does not preclude their coexistence.

Research conducted for this paper not only showed the shortcomings and errors in the available data,
but is also evidence of the need to coordinate Polish public policy. It must be underlined that in
addition to its pro-employment role, the social economy can also lead to solutions to many other social
problems. A more holistic approach is needed, not only in the central government, but most of all in
local authorities. It is also important to develop sustainable support mechanisms and clear procedures,
which will take into account the principles of the social economy and the characteristics of the people

establishing and working in social cooperatives. Those steps are slowly being made in Poland.
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