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Social cooperatives in Poland. Exemplification
of the process of social reintegration within
social cooperatives — the city of Poznan

Introduction

Social economy refers to a wide range of
organisations between the state and the
market, fulfilling both economic and social
goals, the final objective of which is not the
redistribution of profit, but its reinvestment
in the organisation, in order to expand all
the activities needed to accomplish the mis-
sion. The organisational forms adopted by
social economy entities depend on national
legal frameworks and can include associ-
ations, traditional cooperatives, social co-
operatives, charities, foundations and other
types of organizations.!

Social economy is a segment of business
located in a triangle: market economy — civil
society — democratic state. The location re-
sults from the assumption that the purpose
of social economy is to foster reconciliation
between different state’s rationalities — the
rationality of distribution, society — ratio-
nality of solidarity, and the market — the
allocative rationality.?

Social economy is characterized by ref-
erence to the system of values, which applies
to the activities, objectives and appropriate
legal forms of all entities in the sector. The
list of such values includes: solidarity and
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social cohesion, social responsibility and
commitment, democracy and participation,
autonomy and independence.?

The most important function of social
economy is to prevent social exclusion. Pro-
fessional and social activation of members
of these groups leads to greater social cohe-
sion. This is the main feature of social econ-
omy, but should also include other relevant
pro development tasks, such as: creating ma-
terial basis for the actions of the third sector
organisations, strengthening social capital,
promoting the implementation of the idea
of citizenship, promoting alternative forms
of credit, supporting the regeneration of the
local public space, as well as facilitating re-
form of public sector services.*

Social cooperative is a specific form of co-
operative work. It is an association of people
at risk of social exclusion (including: long-
term unemployed, the disabled, addicts and
the homeless). Within its activity it combines
both the economic and social functions. The
main objective of social cooperative is social
and professional reintegration of its mem-
bers. Social reintegration is understood by
the legislature as social activities that aim
to rebuild and maintain full participation
in public life (including the fulfillment of
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social roles at home and in the workplace).
In order to define the vocational reintegra-
tion, the legislature adopted the measures
which are designed to restore and maintain
the ability to self-provision on the labor
market.’

This paper is an attempt to diagnose the
extent to which social cooperatives operating
in Poland fulfill the obligation of reintegra-
tion of the groups at risk of social exclusion,
imposed on these entities in the Act on So-
cial Cooperatives. For this purpose, analysis
of the relevant legislation, official documents
and literature has been done. Conducted re-
search was based on the survey methodology.
The prepared questionnaire with both open-
ended and closed questions has been served
to the presidents of all social cooperatives in
Poznan, with a request to fill it in. The survey
was conducted in May 2013 in all such organ-
isations operating in this city.

The grounds for operation
and objectives of social
cooperatives in Poland

Social entrepreneurship in Poland is a rela-
tively new form of economic activity, we
note its beginnings on 27 April 2006, with
the entry into force of the Act on Social Co-
operatives. Social economy differs primarily
from the private sector in that the entities
are not profit-oriented but they are focused
on the implementation of social goals. So-
cial economy is distinguished from public
economy mainly by the fact that it is not
controlled by public administration, but by
citizens and civic organisations.®

The key to the concept of social economy
is the idea of social enterprise. Social enter-
prise is an operator the activities of which
have a social purpose. It uses business tools
and technology for the benefit of society. For
the European Commission:

Wroctawskie Studia Politologiczne 15/2013
© for this edition by CNS

A social enterprise is an operator in the social
economy whose main objective is to have a social
impact rather than make a profit for their owners
or stakeholders. It operates by providing goods and
services for the market in an entrepreneurial and
innovative fashion and uses its profits primarily to
achieve social objectives. It is managed in an open
and responsible manner and, in particular, involves
employees, consumers and stakeholders affected by
its commercial activities.”

EMES determines economic and social
criteria which should characterize the ini-
tiatives fit within the area of social econo-
my. The economic criteria are: continuous
activity producing goods and/or services,
the independence from public institutions,
economic risk-taking at a significant level
and the existence of at least a minimum
level of paid employment. The social fea-
tures of a social enterprise include: a clear
orientation towards the social goal for the
community; grass-roots, coming from the
public nature of the initiative; democratic
governance, not based on capital ownership;
the communitarian manner of functioning,
including everyone to whom the activities
refer; and limited redistribution of income.?

Social reintegration can be achieved
through activities such as therapeutic work-
shops, effects of self-help support groups and
educational groups. Its main objectives are,
inter alia: to teach essential skills to fulfill so-
cial roles and achieve social positions avail-
able to all citizens, to help members under-
stand their needs and meet them by their own
efforts (in particular by obtaining income
through employment or running a business),
encouraging more rational management of
possessed financial resources. Vocational re-
integration is achieved by measures which
are aimed at restoring and maintaining the
capacity to self-provision on the labor mar-
ket. The means of implementation of these
activities are, inter alia: acquisition of voca-
tional qualifications, retraining, courses and
training.’



The social cooperatives need a minimum
of five founders (for individuals) and two (in
the case of legal persons), and may consist
of up to 50 people. The cooperative may be
established by a group of people at-risk or
affected by social exclusion, as well as legal
persons such as third sector organizations,
church legal persons or local governments.
The Act on Social Cooperatives (27 April
2006), lists the groups at risk of social exclu-
sion. The catalog includes:

o the unemployed (as defined in the Act
on Employment Promotion and Labor Mar-
ket Institutions, Journal of Laws 2004 No 99,
item 1001);

o the homeless implementing individual
program of transition out of homelessness;

o the addicted to alcohol, drugs or other
intoxicants, after ending the psychotherapy
in a special rehabilitation center or a treat-
ment program in a health care centre;

o the mentally ill (as defined in the Act
on Protection of Mental Health, 19 August
1994, Journal of Laws of 1994 No 111, item
535);

o people released from prison, having
problems with reintegration into the com-
munity (in terms of the Act on Social As-
sistance of 12 March 2004, Journal of Laws
2004 No 64, item 593);

o refugees participating in the indivi-
dual integration program (within the scope
of the Act on Social Assistance of 12 March
2004, Journal of Laws 2004 No 64, item 593);

o the disabled (within the scope of the
Act on Vocational and Social Rehabilitation
and Employment of Disabled Persons of
27 August 1997, Journal of Laws 97.123.776);

o socially excluded people because of
their life situation, who themselves are unable
to meet their basic needs, are in a situation
of poverty, which makes impossible or signi-
ficantly restricts the participation of a person
in social, occupational, or family life.

The members of social cooperatives can
be both the founding members and other
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persons (including those with a limited abi-
lity to act). The main body of the cooperati-
ve is the General Assembly which appoints
the Board, shall adopt the report and vote
for the Board. The Management Board re-
presents the cooperative and conducts its
current affairs as well as manages its assets.
In case the number of cooperative’s mem-
bers exceeds 15, the Supervisory Board
must be appointed, which conducts inter-
nal control over the cooperative’s activi-
ties.!® Cooperatives establish an employ-
ment relationship with their members by
signing a cooperative job agreement. The
minimum number of members of the co-
operative is five people, of which 50% must
belong to one of the groups at risk of social
exclusion. If the requirement for a mini-
mum number of members is not met, the
cooperative must complete its human re-
sources within six months.

The property of a cooperative is owned
by its members. Surplus funds must be
used to increase the resource fund — at
least 40% and at least 40% must be spent
on the social and economic reintegration
of its members, socially useful activities
(educational, cultural and social). The rest
of the excess amount can be utilized for the
investment fund. Thus, the excess amount
cannot be divided between the members
and, in particular, cannot be spent on in-
creasing the share fund or used for interest
rates. Every three years each social coopera-
tive is required to undergo an inspection
of legality, thriftiness and reliability of its
operation.

Social economy is such a sector of the
economy that combines business with social
objectives aimed at reducing marginaliza-
tion and social exclusion and promote mo-
bilization and social inclusion. Social econ-
omy actors often play a role of:

« providers of the labor market services
(training, career counseling, job placement);

 employers;
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« institutions supporting employment —
supporting projects aimed at creating new
jobs;

« spokesmen of excluded groups.!!

The presented studies are an attempt to
confront the theoretical assumptions and
legislation with practice of the coopera-
tives operation, to estimate how these en-
tities combine social with economic goals,
prevent social exclusion and promote social
reintegration.

In order to obtain answers to these ques-
tions, the following databases were analyzed:
National Auditing Union of Workers' Co-
operatives, Mutual Aid Foundation “Barge,
the Association for Social Cooperatives and
Social Economy Map created by the Founda-
tion for Social and Economic Initiatives in col-
laboration with the Association of Klon/Jawor.
After the development of the data, the surveys
were conducted in all social cooperatives ope-
rating in Poznan. The survey was delivered
to the presidents of the cooperatives, and the
research questions were related to coopera-
tive activities aimed at social reintegration.

Social reintegration in Poznan
social cooperatives

The number of active cooperatives in Poznan
is not easy to determine. The Map of Social
Economy lists 10 social cooperatives. In the
database of the National Auditing Union of
Workers” Co-operatives 25 cooperatives ap-
pear. In the database of the Foundation for
Mutual Aid “Barge” there are nine coopera-
tives. After verifying information from all
sources, it turned out that ten cooperatives
currently operate in Poznan. This figure was
taken as the number of all cooperatives in
further analyses.

The majority of Poznan cooperatives are
multitrade — seven of them operate in more
than one trade, only three focus on one type

Wroctawskie Studia Politologiczne 15/2013
© for this edition by CNS

of business. The dominant activities in Po-
znan cooperatives are cleaning and recyc-
ling services (such as maintenance of green
areas, recycling, etc.), 70% of active social
enterprises do this kinds of business; 40% of
social cooperatives offer construction ser-
vices, two social cooperatives are involved in
care — one for the children, the other for the
elderly, one social cooperative runs a holi-
day resort and offers catering services, one
provides courier, interviewer and concierge
services. Services such as cleaning, recycling
and repair do not require specialized skills
and knowledge, therefore can be provided
by people at risk of social exclusion.

Half of the cooperatives have been ope-
rating for one year or less, two have been in
operation for more than one year but less
than three years, three of them have been
operating for more than three years in Po-
znan. Only half of the operating coopera-
tives have been on the market long enough
and so, according to Polish legislature, are
not obliged to refund subsidies for the cre-
ation of the cooperative. There is a common
assumption that the problems of social en-
terprises with finding a market niche, and
then staying on the market are due to the
fact that operators are focused on the work
of the socially excluded or at risk of exclu-
sion, often without professional qualifica-
tions or/and with social dysfunctions. The
analysis of empirical research will reveal
whether that assumption is true.

The prepared questionnaire has been
delivered to the presidents of all social co-
operatives in Poznan, with a request to fill
it in. The maneuverability was 90% — nine
of the ten questionnaires sent has been com-
pleted and returned. Therefore, data from
nine Poznan cooperatives have been further
analyzed.

The average number of members in Po-
znan cooperatives is five. It should be no-
ted, however, that the minimum number of
members in a social cooperative is just five



people, the persistence of a smaller num-
ber of members for longer than three mon-
ths means that such a cooperative shall be
wound up.'? Such situation occurred in one
of the social enterprises surveyed, however,
that cooperative has not yet exceeded the
required time to complete the staff. One of
the surveyed entities associated more than
five members (seven). The average (small)
number of five members in Poznan social
cooperatives may indicate great economic
and social difficulties for this kind of social
economy entities in maintaining larger hu-
man resources.

According to the Act on Social Co-
operatives, a cooperative constantly needs
to have in its ranks at least 50% of people at
risk of social exclusion.!® In all the surveyed
cooperatives that rule was implemented.
Among the members at risk of social exclu-
sion, the majority comes from the group of
the longterm unemployed — 15 members,
10 from the group of the disabled, 2 mem-
bers were addicted to alcohol, 2 were ad-
dicted to drugs and 1 person was homeless.
A low number of people addicted to alcohol
is surprising, especially if we look through
the prism of social cooperatives manage-
ment response indicating alcoholism among
employees as one of the main problems of
running the cooperative. On the other hand,
according to national data on people at risk
of social exclusion, the long-term unem-
ployed account for the largest proportion,
right before people with disabilities, which
could explain such a large share of this
group among the members of cooperatives
in Poznan.

In order to diagnose whether the so-
cial cooperatives currently functioning in
Poznan are likely to stay on the market,
the Board Members were asked to esti-
mate the up-to-date economic condition
of the entities. The economic condition of
cooperatives has not been clearly defined by
the members in charge. With a choice of five
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answers in the questionnaire: “very good,
“good,” “average, “poor” and “very poor,
most of respondents marked the answer
“average” — 7 cooperatives. One of the re-
spondents considered the condition of a so-
cial enterprise to be good, one regarded it as
bad. When asked about the average annual
income, the majority of respondents did not
reply, which may be caused by the fact that
the great number of cooperatives have been
operating in the market for less than a year
and such estimation is hard to make. Three
cooperatives declared their average annual
income, the spread of which is significant,
ranging between 66 and 811 thousand PLN
per year. Describing the financial condition
of the entities, the majority of respondents
chose the neutral response, despite con-
siderable differences in income. Caution
in the estimates may be due to the fact that
these organisations have been operating for
a relatively short time, so the Board does
not want to stick out compared to other
cooperatives.

Another question concerned the main
problems arising from the functioning of
social cooperatives. As it turned out, the
most disturbing, according to the manage-
ment of cooperatives, was the small number
of orders (5 statements). Other respondents
indicated the following problems: lack of
reputation as a service company, alcohol
abuse among the employees (2 statements),
lack of motivation to take on challenges
(1 statement) and not enough work for all
members of the cooperative (1 statement).
The research shows that presidents of the
cooperatives see the greatest problems in
the external constraints, independent from
the manner and quality of management.

The presentation of the answers to further
questions should directly show whether the
actual solution to the problems stated above
is or is not the responsibility of the person
in charge. Social cooperatives as a subject of
social economy are obliged to achieve some
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social objectives, with the professional and
social reintegration of its members being es-
sential.'# The entities can also provide social,
cultural, educational services for their mem-
bers and the local community. Policymakers
of the two surveyed cooperatives responded
that they do not carry out any activities for
their members or for the benefit of the local
community. Such a declaration is contrary
to the idea of social economy. Other coope-
ratives declared undertaking such activities
as the organisation of vocational training
(5), language courses (3), meetings with life
coaches (2). Additional activities not only for
the cooperative’s members were declared by
three social enterprises. These activities were
mostly confined to the meetings and incentive
travel packages, only one of the cooperatives
implemented a project aimed at fulfilling the
needs of people with disabilities in the local
community. These responses show that very
few Boards of surveyed cooperatives have,
so far, done anything to make up for the pre-
viously identified deficits: lack of motivation
(poor morale), supplemental qualifications of
the employees and the problem of alcoholism.

The last part of the survey referred to
the assessment of the cooperatives” collabo-
ration with government units. None of the
cooperatives cooperated with the Ministry
of Labour and Social Policy or the local
authorities. Three cooperatives cooperate
with voivodship authorities, two with muni-
cipal authorities. In the case of cooperatives
declaring cooperation, such collaboration
was rated as “good.” Worrisome, however, is
the small number of the public-private part-
nership contracts.

Conclusions

An enterprise can be defined as social, if it
meets the following conditions:

o the business is conducted con-
tinuously, using economic instruments,
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through sale of produced goods or ren-
dered services;

o the entity is independent from public
institutions;

o there is some economic risk in the ac-
tivities;

o the enterprise employs permanent
staff;

o there is a clear focus on the social ob-
jective of the project;

« bottom-up, civic nature of the initia-
tive;

o possibly democratic system of gover-
nance;

o limited profit distribution.!®

Although all the surveyed cooperatives
fulfil the above criteria, there is the matter
of proportion, and that, according to the re-
search, is impaired.

It is undisputed that the social co-
operatives were created in Poland as a kind
of antidote to the high rate of unemployment
(almost 20%) at the beginning of the first
decade of the twenty-first century. There-
fore, the Act on Employment Promotion and
Labour Market Institutions (April 2004),
introduced the Italian social cooperative
model “B” The ultimate goal of this model is
the professional and social reintegration of its
members.1© Consequently, the area in which
Polish social cooperatives have first begun to
operate was the activation and reintegration
of their members into the labour market.

It has been noted that: “The issue of em-
ployment of the members of social coopera-
tives seems to be absolutely crucial. If social
cooperatives are meant to be enterprises fo-
cused on social and professional reintegration
through work, people who create them must
have the opportunity for employment™”. It
seems, however, that this approach is being
overinterpreted by the cooperatives’ decision-
makers, which leads to disequilibrium in the
proportion of share within the main areas of
cooperatives’ social services. This relation-
ship was revealed in the research conducted



in 2006 by the Association Klon/Jawor: The
condition of the social economy in Poland —
the labor market, employment, professional
activation accounted for 70.4% of the total
social services offered by those entities. By
comparison, the issue of education was only
7.40% of total services; health — 3.70; law,
including human rights — 3.70%. Research
of Klon/Jawor has also revealed that as many
as 18% of companies surveyed did not take
any social action.!® The results of the study
conducted in 2013, although limited to the
cooperatives in Poznan, showed that the in-
volvement of cooperatives in social services
has not significantly changed for the last
seven years.

In 2005 OECD noticed that experience
from Central-East and South-East Europe
shows that transition policies towards market
economies overlooked the role and potential
of social economy in key areas of social inclu-
sion, such as employment, social services and
healthcare. OECD also noted that the coun-
tries of Central and Eastern Europe begin to
make up for the lost time. The years 2005-
2006, when numerous new social economy
entities were created, gave reasons for being
optimistic about the future of social economy
in Poland.!” Unfortunately, as it turned out,
most cooperatives had difficulties finding
the right place on the open market. Social
cooperatives operate mainly in industries
that do not require specialized knowledge
and skills, such as cleaning, recycling and
construction services. This fact allows the in-
clusion in the labor market, but on the other
hand, it also has an impact on the financial
condition of cooperatives.

The positive aspect of the development of
social economy in Poznan is the functioning
of the organisations supporting social econ-
omy. These are both public and private in-
stitutions, whose purpose is to support and
promote social economy. A good example
is the Association for Social Cooperatives
functioning since 2003.
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The main problems related to the func-
tioning of cooperatives are: low competitive-
ness, and what comes with it — insufficient
number of orders, inadequate amount of
work for all members of the cooperative, the
lack of remedies to tackle serious problems
that prevent full social inclusion, such as al-
coholism.

Seven social cooperatives surveyed as-
sociated five members — the minimal num-
ber required by law. All of the cooperatives
surveyed have been employing the required
number of people at risk of social exclusion.
Most were long-term unemployed (15 mem-
bers), disabled (10), addicted to alcohol (2),
addicted to drugs (2) and homeless (2). Such
a personnel structure, consisting almost en-
tirely of two groups at risk of social exclusion
may indicate a situation in which the Boards
of cooperatives decide mainly on vocational
activation of people, who are relatively facile
to be restored to the labour market — with-
out criminal past, not affected by diseases
or homelessness. To verify this hypothesis,
which was put forward after the analysis of
the study, further research should be carried
out in order to examine the selection process
of potential candidates to work in social co-
operatives.

Social economy subjects should strive to
meet the requirements which other sectors
are not able to cope with. In addition to em-
phasis on job creation, their area of inter-
est should be: social cohesion, encourag-
ing entrepreneurship, building a pluralistic,
participating, democratic and supportive
society.??

The modern model of social economy in
the European Union is focused on:

o rebuilding “normal market” thanks to
the social economy;

o important role of leaders, managers in
the initiatives’ implementation;

« significant legal facilities for the social
economy entities, with a relatively high level
of economy regulation by the state.?!
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As is seen from the research which has
been carried out for the last seven years, and
was launched after the Polish accession to
the European Union, the EU model of social
economy has been implemented in Poland
on a small scale.?2 The area of social econ-
omy lacks professional managers and the
economy is deregulated rather than regu-
lated by the state.

As far as the achievement of social objec-
tives is concerned, analysed social coopera-
tives focused mainly on the vocational rein-
tegration of their members, which, although
very important, is not the only aspect of full
social reintegration. The current process of
social reintegration carried out in social co-
operatives operating in Poznan leaves much
to be desired.
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Social cooperatives in Poland. Exemplification of the process of
social reintegration within social cooperatives — the city of Poznan

Summary

Social cooperative is a specific form of cooperative work. It is an association of people at risk of social
exclusion, which combines both the economic and social functions. The most important goal of social co-
operative is to prevent social exclusion. Vocational activation of the members is part of a complete social
reintegration and leads to greater social cohesion. The objective of this paper is to determine the extent to
which social cooperatives operating in Poznan fulfill the obligation of reintegration of the groups at risk of
social exclusion, imposed on them by the Act on Social Cooperatives. The article contains analysis of the
relevant legislation, official documents, as well as the results and interpretation of empirical research based
on survey methodology.
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