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1.- The importance of the social economy

The concept of the social economy is associated with people, organisations and companies that
operate in the economic and social spheres on the principles of participative democracy, responsible
management and solidarity.

The social economy comprises both enterprises which compete in the goods and services market,
pursuing similar objectives to other companies and seeking to improve their production processes,
increase their productivity, expand their market share and manage it more efficiently, but operate on
the principle of ownership by their workers or by their consumers or users, such as cooperatives and
labour companies, and social organisations where the basic purpose is to work in the field of social
cohesion, such as social action associations and foundations, mutual societies and social integration
enterprises, among others.

According to this definition, the salient features of the social economy are:

Democracy of people

Because the social economy puts into practice the traditional concept of economic democracy in
which the role of people outweighs that of capital as a company organisation method, on the princi-
ple of ‘one person, one vote’.

Solidarity

Because the social economy entails engaging in an economic activity on the basis of adopting soli-
darity as the main value and social justice as the working principle.

Local Development:
The social economy uses the endogenous resources of the area to meet the community’s needs
and foster its balanced economic development. It is in the local area that entrepreneurship initiatives

surface. Itis in the local sphere that social economy organisations cooperate, strengthening their cohe-
sion in the area and thereby better defending their common interests and objectives.
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Sustainability

The principles of the social economy are among the foundations of the sustainable economic deve-
lopment model, respecting the environment and committed to social cohesion. The social economy
was a pioneer of corporate social responsibility practices.

Given this conceptual framework, the Social Economy is an efficient instrument for the workforce
to participate actively in the business. It is the most outstanding component of collective self-employ-
ment entrepreneurship initiatives and can and must play a prominent role in meeting major present and
future challenges in the development of social rights and policies, such as housing, education and
the social services. In the latter, the Social Economy can be effective in caring for the elderly, depen-
dent persons and those with social inclusion problems.

CIRIEC-Spain defines the Social Economy as being “the form comprising companies that ope-
rate in the marketplace to produce goods and provide services, insurance or finance, but whose deci-
sion-making and any distribution of profits or surpluses are not directly linked to the capital contributed
by each member; decision making and weighting is the same for all the members rather than depen-
ding on the capital contributed by each”.

2.- The role of the Social Economy in creating
employment

A number of studies reflect the importance of the Social Economy in the Spanish economy.
According to the Spanish Business Confederation of the Social Economy, CEPES, which brings toget-
her almost all the organisations representing each of the types of organisation that make up the Social
Economy in Spain, these generate a total of around 2.5 million jobs, counting both direct and indirect
employment, are involved in creating about 10% of GDP and serve a membership numbering slightly
over 11 million (data at 31 December 2007).

The Spanish Social Security affiliation statistics for worker members, worker partners and emplo-
yees of cooperatives and labour companies published by the Spanish Directorate General for the Social
Economy, Self-Employment and Corporate Social Responsibility show that at 30 June 2008 these pro-
vided around 408,000 jobs directly, basically self-employed, without counting the indirect employ-
ment they create or the jobs generated by the other types of organisation in the social economy.
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Company size varies but micro-enterprises are predominant, with slightly over 80% having 10 or
fewer workers. Nonetheless, these only account for 34.26% of the jobs, whereas the 1% at the other
extreme provide a quarter of the total employment.

The breakdown of employment by sex is 59.6% men and 40.4% women, with more women in coo-
peratives (44.5%) than in labour companies.

In terms of age, 56.4% of the workforce of these enterprises are under 40, so their employment
profile is generally young. By nationality, 90.6% are Spanish and the remaining 9.4% are foreign.

The temporary employment rate in cooperatives and labour companies is 30.5%, similar to that of
the total employed population, which is surprising in businesses formed by workers who are generally
also members or partners, i.e. the owners of the enterprise. The temporary employment rate has two
poles, however: 26.9% in the case of cooperatives and 42.9% among labour limited companies (socie-
dades limitadas laborales).

As regards length of employment, close on 38% of the total employment in cooperatives and labour
companies has been employed by the company for over 3 years. This is higher in the case of labour
plcs (sociedades andnimas laborales), where 54% have over 3 years’ length of service and as many
as 44% have been employed for over 5 years, showing a high degree of job stability and permanence
in these companies. In labour limited companies, however, which are essentially micro-enterprises,
the percentage that have worked in the company for over 3 years is 27.7%. In the case of the coope-
ratives, the percentage with over 3 years’ employment is 39%.

In the sectors and economic activities in which social economy companies (essentially cooperati-
ves and labour companies) operate, 55.8% of employment is in the service sector, principally trade,
hotels and restaurants, education and social work, followed by 24% in industry, 12.4% in construc-
tion and 7.8% in agriculture.
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3.- Public policy to promote the Social Economy

Given the foregoing, and bearing in mind the inherent values of the social economy, it would seem
logical for the authorities to take measures to encourage the creation and development of companies
and organisations of this type.

Section 129, point 2 of the Spanish Constitution says that “the public authorities shall efficaciously
promote the different forms of participation in the company and shall foster cooperative societies by
means of appropriate legislation. They shall also establish the means to facilitate access by the wor-
kers to ownership of the means of production”.

Although the Spanish Constitution refers to cooperatives, it should be mentioned that it was pas-
sed in 1978, at which date the concept of the social economy had not yet been developed, so it could
be interpreted that the wording of section 129.2 applies, by extension, to the social economy.

However, it should be remembered that in Spain, the cooperative movement has been the basis
for the formation of the social economy and that even today, when other types of organisation have
become part of it, the different types of cooperatives still retain considerable weight in this sector.

Looking back over the 30 years since the Constitution was passed, it will be seen that the various
governments in Spain have brought in a number of measures to encourage the Social Economy.

During the first stage, in the 1970s and 1980s, programmes were set up to promote employment
in workers’ cooperatives and labour companies (a form of collective self-employment) to provide job
support for those who were destined for unemployment as a result of the crisis taking place among
capital-based companies at the time.

Low-interest loans, investment grants and lump-sum payment of unemployment benefit for use as
start-up funding, among other measures, enabled workforces to buy out failing companies or set up
new ones to continue the business, accepting sacrifices in pay levels.

During this same period major legislation was also passed, such as the General Law of

Cooperatives, enacted in 1987, which replaced the 1974 Act, dating from the pre-democracy period,
with a participative, democratic cooperative model.
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The 1986 Labour Public Limited-liability Company (or joint stock company) Act (Ley de Sociedades
Andnimas Laborales) created a type of company that combines equity participation by non-worker sha-
reholders with equity participation by the workers, with the latter holding the majority.

The Fiscal Regime of Cooperatives Act of 1990 adapted taxes on economic activities to the spe-
cific form taken by cooperatives, which differentiates them from other companies. It also serves as
an instrument to promote cooperativism.

From the 1990s to the present day, the different governments can be said to have worked in two
directions: one of these continues to encourage employment in cooperatives and labour companies,
even in fairly favourable economic circumstances (from 1995 to 2007 at least) while the other favours
the adoption and development of the Social Economy concept. This period merits specific discussion.

Although workers’ cooperatives and labour societies, the forms of collective self-employment, ser-
ved as a means to keep unemployment within bounds between 1975 and 1992, leading to the idea
that their creation was linked to the economic crisis, it is also true that at times of strong economic
growth these companies too have grown in wealth and employment terms.

When INFES (the National Institute to Promote the Social Economy) came into operation, a sta-
tistics system linked to Social Security affiliation of the worker members, worker partners and sala-
ried workers of cooperatives and labour companies was achieved, with the first data going back to
1994. This statistical database shows that during the period of economic growth and strong overall
employment growth, cooperatives and labour companies were also creating jobs, in some years even
at a higher rate than that of the total in the Social Security system.

Population working in the Social Economy

400.000 |

300.000 |

200.000

1996|1997 1998 1999‘2000

255673 | 268.795 | 267.765 | 312475 | 335.103

1994‘1995

223487 | 243.699

2001/2002|2003|2004 |2005|2006/2007 2008

355,666 | 373.722 | 406.115 | 399.086 | 413534 | 417.994 | 425313 | 407.992

Data at 30 June of each year.
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The reason for this could very possibly be due, among other factors, to a combination of two ele-
ments. The first is that public programmes to encourage employment in cooperatives and labour com-
panies continued, despite an economic context in which they were not as necessary as they had been
for combating unemployment, and that this assistance intensified as not only the Government of Spain
but also, very particularly, the Autonomous Communities (as the regional governments are called in
Spain) became involved. The second is the work of the social economy federations, particularly those
of the cooperatives and labour companies, which have the greatest presence and weight nation-wide
and are increasingly professionalised, not only in representing their own sectors but also, very noti-
ceably, in managing public programmes, such as vocational training, and advising the unemployed on
finding new jobs in the collective self-employment organisations they represent.

During this period, as a result of the agreement in 1992 between the governing Socialist Party and
the main opposition, the People’s Party, regarding the powers of the Autonomous Communities, it was
established that the latter have the capacity to legislate on cooperative matters within their own terri-
tory. This signified a change in model, as regardless of the dysfunctions that may be caused by having
one Cooperatives Act for national-level cooperatives and for regions where the Autonomous Community
has not legislated in this area, together with the possibility of 17 regional laws, it has allowed greater
political involvement by the parties at regional level, favouring the passing of Cooperatives Acts accom-
panied by measures to promote them.

In 1997 the Spanish Parliament passed a new Labour Companies Act, which is notable for intro-
ducing the Labour Limited Company (Sociedad Limitada Laboral). By lowering the capital requirements
compared to a Labour Public Limited Company or Joint Stock Company (Sociedad Andnima Laboral),
this gave a great boost to the creation of labour micro-companies. In 1999 the Parliament passed a
new Cooperatives Act to suit the new economic realities of the times and, above all, to introduce new
concepts from the European Union and from Autonomous Community legislation resulting from the
above-mentioned new devolved power model.

With regard to the penetration of the Social Economy concept, INFES was set up in 1991. This
meant that parliament and government recognised the existence of the social economy and were cre-
ating an autonomous administrative body to encourage and manage policies to promote it. Within
INFES, the Social Economy Promotion Council (Consejo de Fomento de la Economia Social) was
set up. Its members included representatives of various Ministry departments and of different groups
of companies and organisations from this sector.

Initially, the members of the Council were the organisations that represent the different types of
cooperatives, labour companies and mutual provident societies, so it may be concluded that this cons-
titutes the origin of the organisational structure of the Social Economy. This was encouraged by the
political commitment signalled by the Government of the day in setting up the INFES and its Council.
Over the following years, the Social Economy in Spain has progressed, broadening the set of organi-
sations and enterprises that comprise it by including associations and foundations engaged in social
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action, as in the case of disabilities, and enterprises devoted to the social inclusion of socially-exclu-
ded groups, in the case of integration enterprises.

Although the Government of the time abolished the INFES in 1997, the Social Economy Promotion
Council continued to function. Following the passing of the 1999 Cooperatives Act it was joined by
representatives of the regional governments and of FEMP, the Spanish Federation of Municipalities
and Provinces, and changed its name to Council for the Promotion of the Social Economy (Consejo
para el Fomento de la Economia Social).

4.- Promotion of the Social Economy from 2004
to 2008

During the 2004 to 2008 period, the last parliamentary term, with a new Government as a result of
the general election of March 2004, a large number of actions were taken to promote the Social
Economy.

Dialogue with the organisations that represent the Social Economy intensified

The Council for the Promotion of the Social Economy was revitalised, the Council and the per-
manent Commission met and various working groups and sub-groups were set up, giving rise to the
agreement to work on modifications to the regulations and approve new programmes to promote the
sector.

In this sphere of dialogue, the social economy achieved participation in the SME Observatory and
in the Cooperation Council of AECI, the Spanish Agency for International Cooperation, which were
important demands of the sector as it has a large base of small and medium enterprises and is a bench-
mark for good practice in the international sphere, particularly in Latin America.

New measures to promote employment in the Social Economy were approved

Social economy organisations were recognised as managers of vocational training programmes
for their worker members and employees and the central government allocated around 10 million euros
a year to be managed for this purpose.

In 2005, the Ministry of Labour and Social Affairs approved a major package of measures to pro-

mote employment in cooperatives and labour companies, increasing the amount of assistance for
unemployed persons to become worker members of these social economy enterprises by slightly over
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20%. This measure helped workers who had had a temporary work contract with the enterprise for a
maximum of 24 months to join it as worker members.

Subsidies became available to cover the financial expenses of microcredits, to a maximum of 18,000
euros per company with no limitation on the interest rate, and the expenses of cooperative and labour
company associations lending technical assistance to these companies were considered subsidisable.

Payment of lump-sum unemployment benefit was improved to promote employment in cooperati-
ves and labour companies, making temporary workers of these enterprises wishing to become worker
members eligible provided that they had not been employed by the company for more than 24 months
(previously 12 months). Payment of the benefit also became possible, in the case of cooperatives, for
the sum of the member's contributions to the share capital, including the entrance fee (previously only
obligatory contributions had been allowed).

Improved social protection

The benefits of the maternity and paterity policies were extended to the collective of social eco-
nomy enterprises, regardless of their being made up of worker-members and of whether their contri-
butions were paid into the Social Security’s general system or into the special system for the
self-employed.

Unemployment protection was recognised for fixed-term worker members of the cooperatives. This
was a demand that dated back to 1999, when the Cooperatives Act of that year introduced this new
concept.

The Self-Employment Statute, enacted in mid-2007, has improved the rights and the level of pro-
tection of around 3.5 million self-employed persons, including those who carry out their economic acti-
vity in social economy enterprises and who therefore also benefit from this law.

Integration Enterprises Act

On 13 December 2007 the Spanish Parliament passed the Act regulating integration enterprises,
which resulted from a debate in the Council for the Promotion of the Social Economy through the work
of an ad hoc group formed within this Council.

The Act sets out the conditions required of companies engaged in the social integration of exclu-
ded persons, provides that an integration work contract covering the working conditions and the rights
of the workers will be drawn up and contains supporting guidelines that must be adopted to favour
the work of social integration.
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A noteworthy measure to promote the work of integration enterprises is the subsidy of 850 euros
a year for 3 years for contracting socially excluded persons.

Other measures

A burden dating back to the 1970s was removed by the approval of exemption from the obliga-
tion to pay debts contracted with the FOGASA (Fondo de Garantia Salarial or Salary Guarantee Fund)
prior to 8 April 2001 by cooperatives and labour companies set up as a result of company restructu-
ring processes whereby the workforce took over the company and continued its activity.

The European Directive on worker participation in European Cooperative Societies was transpo-
sed into national law.

The national Cooperatives Act was modified to fit in with the International Accounting Standards.

The Expert Forum on Corporate Social Responsibility (CSR) (Responsabilidad Social de las
Empresas - RSE) was set up and has written a paper that is prompting the Government to bring in a
policy to promote Corporate Social Responsibility in Spain. The social economy has taken an active
part in this Forum through CEPES and other associated organisations. One of the most immediate
effects has been the setting up of the State Council for CSR, on which the social economy will be repre-
sented.

5.- Future Action

Two planes, business and social, coexist within the social economy, making it necessary to define
its characteristics, recognising the important contribution the values it defends make to our society. For
this reason, the authorities should promote the Social Economy and maintain effective permanent com-
munication with its representatives.

From this point of view, it is becoming necessary to enact a General Law of the Social Economy
that defines the concept of the social economy, setting out the characteristics that all the different orga-
nisations and companies within it must possess. It is not so much a question of listing which are mem-
bers of the Social Economy as which values they must hold.
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This law should include the authorities’ commitment to promoting the social economy, owing to
its contributions to employment, democratic participation, social cohesion and local development, and
the consequent need to intensify the instruments of dialogue and communication between the different
levels of government and the organisations that represent the Social Economy.

Equally, it would be advisable to carry out the necessary legislative reforms to enable the business
sector of the Social Economy, the cooperatives and labour companies, to adapt to the new challenges
of the globalised economy.

Even bearing in mind that reforms were made to the national Cooperatives Act in the previous term
of office, and to other legislation that indirectly affected cooperatives and labour companies, as men-
tioned above, it is possible that some provisions may need to be updated to make their business mana-
gement more flexible without loss of the characteristic terms of reference of these participative
enterprises.

Ownership and control of collective self-employment enterprises by their workforce, decision-making
in which people take priority over the capital subscribed, remuneration of the work factor over that of
capital and active participation by consumers and users are values that indisputably must be retained,
while achieving compatibility with efficient business management, achieving returns on productive
assets and increasing productivity.

This is the great challenge. To tackle it, working groups will be set up in the Council for the
Promotion of the Social Economy to examine what legislative reforms can be undertaken.

Although the programmes approved in 2005 to support employment in cooperatives and labour
companies were an advance and responded to the demands of the organisations that represent these
enterprises, the new economic situation means that some aspects need to be updated.

Taking the period from 2000 to 2008, employment in the Social Economy has grown (see table).

Overall, employment grew by 21.8%. The most significant rise has been in the service sector, with
a 40.6% gain, largely in education, social work and related activities, which have seen 23,287 job growth,
up by 61.6% on 2000, and in trade and hotel and restaurants, with 20,817 more jobs. In the past year,
with the economic crisis, employment in the social economy has fallen in the service sector as a whole
but has grown in education and social work.

Agricultural employment in the social economy grew by 27% between 2000 and 2008, remaining

at very similar levels in recent years (some sharp jumps in the data for this period are due to changes
in the way that affiliation to the Social Security was calculated in this sector).
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As regards industry, employment has fallen over the 2000-2007 period, particularly in sectors that
have been in crisis for some years such as clothing, textiles, leather and footwear, where around 9,800
jobs have been lost, a 50% drop on the year 2000.

Employment in the construction industry rose by 34% during the years of major building growth
from 2000 to 2007, but the crisis in this sector has been felt over the past year with the loss of around
11,000 jobs.

From the foregoing, it may be concluded that employment in the social economy remains steady
in agriculture, job rearrangement entailing falls in employment is taking place in industrial activities rela-
ted to very mature sectors in crisis that were traditionally the strongholds of the social economy, such
as textiles and footwear, and jobs are increasing in service sector activities where the social economy,
owing to its characteristics, has steadily more future, as in the case of education and social services.

The social economy has a strong trade presence, largely related to the size of the Eroski group,
while the building industry depends on the situation in the property sector at any given time.

In view of the above, the social economy organisations and the Autonomous Communities need
to agree a new programme to promote employment in cooperatives and labour companies, extending
its range of action to cover all unemployed persons who will be joining these social economy enter-
prises as worker members and allowing the regional governments to decide the quantity of the sub-
sidy according to which groups have the greatest employment market integration difficulties in their
own region and which economic activities have the most future in the geographic area which is closest
to the beneficiaries.

These support mechanisms must be aimed at funding the necessary expenses of launching the
activity, technical advice for initiatives at the creation stage and vocational and business training.

Lastly, the Social Economy is an economic agent that acts in its own right and brings collective
wealth, employment and social cohesion, so the values it represents should be spread. This requires
intensifying actions to circulate specific information among the social groups that are able to absorb
the initiatives of the Social Economy, such as economic development agents, centres of decision-
making, information and advice on matters of employment and social action, training centres and gene-
ral government.
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