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Introduction

This Guide aims to introduce the readers in the world of social enterprises,
focusing in particularly on specific forms and business models suitable for
rural areas. It is addressed to participants at specific social economy and
cooperative trainings, students, and especially to people who potentially
want to create social enterprises in rural areas. The readers will learn what
a social enterprise is, what the features of the social enterprises are, and
why the social mission has the same importance as the business feasibility
in the case of a social enterprise. They will acquire knowledge about how
to start and manage successfully a social enterprise in rural areas, by:
® Understanding the definition of the social enterprise, the values and
principles of social economy;
® Generally understanding the features of the social enterprise, and its
differences from for-profit companies;
® Understanding the rationale of creating a social enterprise, conditions
needed when creating such an organization;
® Becoming familiar with the most common organizational and business
models for social enterprises specific to rural areas: agricultural
cooperatives, agricultural associations and other associative forms,
crafts / workers cooperatives, financial institutions: credit unions,
credit cooperatives, other types, commons;
® Proposing and clearly explaining 5 basic steps for the creation of a
social enterprise, and many useful guidelines and tips;
® Acquiring the basic knowledge necessary for an entrepreneurial
attitude and business planning in social enterprises;
® Analysing real case studies of successful rural social enterprises from
Spain, Italy, Sweden and Romania.

The content is widely based on the experiences and expertise of the
partners in the project (from Italy, Spain, Sweden and Romania),
combined with the learning materials resulting from the 40 best practices
and 16 case studies identified and analyzed as part of the New Crops
project.



1. What is a Social Enterprise?

1.1 Why do people create social enterprises?

Social enterprises emerge and develop in response to a social or economic
need (lack of employment, lack of markets, lack of access to credit, etc.)
of a group or a community, needs to which other sectors of economy
(public sector and capitalist economic sector) fail to respond. This lack of
appropriate response from them is known as the "failure" - failure of
governments, market failure, failure of existing contracts in terms of price,
quality, the capacity to meet a need etc. Social enterprises can fill the free
space left by other sectors, identifying a market opportunity as an answer
to a social need.

Social enterprises are often the means by which members mainly aim at
solving their problems through mutual aid or economic cooperation,
thus having a social purpose.

These businesses are usually financed entirely from the commercial
transactions they conduct. All these businesses can flourish particularly in
rural areas where social enterprises’ creation can be sometimes the only
possible alternative in solving real social and economic problems: lack of
decent jobs, poverty or high risk of poverty, financial and social
exclusion, lack of access to markets etc).

1.2 Defining features of social enterprises - economic and social

A social enterprise is characterised by a duality of objectives: social
objectives (creating social value) and economic objectives (creating
economic value).

Establishing the social purpose of a social enterprise requires answering
the following three questions:



1. FOR WHO does a social enterprise exist?
Here we emphasize the collective nature of the mission of a
social enterprise, as opposed to individual private interests: social
enterprises address the needs / interest of a group, in many cases a
disadvantaged group, or it addresses the needs / general interests of the
whole community.

2. WHY - what isthe social need to which the social enterprise

responses?

3. HOW is a social enterprise working?

Social enterprises appear and have a real sense of existence under the
following conditions:

® There is a problem or constraint that cannot be solved
individually. Only a group of motivated people who share the same
problem or concern can solve the respective problem. So, the social
enterprise has a collective character.

® There is no other alternative - in many cases when we will talk about
social enterprise, the groups do not have another alternative to solve
the problem other than by themselves, with mutual help.

® Advantages of membership (access to goods, loans, services and
markets and other necessary facilities) are greater
than expected contributions from members (e.g. contributions in
money, time, land, equipment etc.)

® There is at least one person in the group who has the qualities of a
leader -leadership and initiative spirit are necessary. It is essential for
business success that this person should bea "trustful" and a
charismatic person.

® The group is not constrained in any way - political or legal - in
electing the leader and in the decisions they will make about how they
will sell goods or services or how to distribute the surplus. In other

words, the group will have autonomy of decision.



How did others do?

Each of the best practices identified in the New Crops project tells the story of a
social enterprise. What was the context of their start-up, what problem did they
want to solve and why was best for their founders to do it together?

Some confronted with a restrictive market or with the competition raised by large
producers which determined low prices for their products, like in the case of
Caprina de Almeria SCA (Spain)! - “the strong pressure from the milk industry
(the principle clients of the goat milk sector) resulted in falling prices, which lead
10 goat farmers of the province of Almeria (inside the region of Andalucia) to
market their milk together. They created a collection and refrigeration center for
raw goat milk in El Puntal de Sorbas (Almeria) and in 1983 they began to sell
milk directly to the industry. In this way they increased the value added by
avoiding intermediaries and increased their negotiation power with their clients”.

Others thought to cover a lack of services in small villages, like in the case of La
Coccinella (Italy)? — “A group of full time working parents felt the lack of support
in their children’s early childhood management and education. With a group of
childhood workers, they decided to set up a cooperative that could take care of
children under 3 years old, and started to manage their first nursery school in
Cles.”

In case of Qvinnovindar (Sweden)?®, they got proactive to create an alternative to

an environmental threat, seeing also a business opportunity - “There was a threat
of the start of uranium mining in our area, which would mean a huge burden on
the environment where good farmland would be destroyed. The revenue from the
uranium mining would obviously not remain in the district; they would be
distributed to the shareholders of the mining company. We wanted to show an
alternative to environmentally destructive uranium mining! It is possible to
produce energy in a sustainable manner and that the local people can be involved

in the process, investing in shares and take part of the business opportunities.”

Read more from others’ experiences in the best practices available online at
www.ies.org.ro/erasmus

1 Detailed information on the case is available online at:
http://www.ies.org.ro/library/files/4_spain_caprina_dis.pdf

2 Detailed information on the case is available online at:
http://www.ies.org.ro/library/files/7_italy_lacoccinella_dis.pdf

3 Detailed case study is available online at:
http://www.ies.org.ro/library/files/new_crops_se_case_study_2_qvinnovindar.pdf




The  social enterprise  has a democratic  governance  and
organization which ensures:
® The equitable distribution of power and resources among members of
the organization;
® The application of rules of conduct that respect human rights,
promoting trust and cooperation, transparency and integrity.

According to EMES - European Research Network, the features of social
enterprises can be divided in two categories:
1. Economic and entrepreneurial nature of initiatives:
® Continuous activity of producing goods and/or selling services
® High degree of autonomy
® Significant level of economic risk
® Minimum amount of paid work
2. Social dimension of the initiatives:
® An initiative launched by a group of citizens
® A decision-making power not based on capital ownership
® A participatory nature, which involves the persons affected by
the activity
® Limited profit distribution
® An explicit aim to benefit the community

A definition of the social enterprise is proposed in Social Business
Initiative Brussels, 25.10.2011, COM (2011) 682 final: “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
shareholders. 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.”




The European Commission (DG Internal Market & Services, Unit 01 —
Single market policy, Relation with the Council, SBI Team) uses the term

'social enterprise' to cover the following types of business:

those having as primary objective to achieve social impact rather than
generating profit from owners and shareholders;

those using its surpluses mainly to achieve these social goals;

those managed by social entrepreneurs in an accountable, transparent
and innovative way, in particular by involving workers, customers

and stakeholders affected by its business activity.

Remember!
The success of social enterprise results from:
® Social benefits - Meet the needs of members!
Benefits for members ensure their participation, their effort expressed
by their desire to give up at immediate individual benefits in favour
for the medium or long term organizational benefits. Lack of
participation erodes the members’ trust, which represents in fact one
of the basic capitals of the company.
® Entrepreneurial behaviour - Identify and permanently pursue new
business opportunities for the social enterprise!

Being aware of the national specific regulatory framework is important
from the very first steps of considering the start-up of a social enterprise.
Each country has its own specificities, most of the times adapted also to
the specific legal forms that a social enterprise can have.

ITALY has a social enterprise law (Law 155/2005) which regulates the
areas of interest and the legal forms that social enterprise may adopt. Such
social enterprises carry out productive activities with an economic interest,

but they must also have a clear social aim. They may have different legal

forms but the private limited company is the most common.

4 http://ec.europa.eu/growth/sectors/social-economy/enterprises_en (August 2017)
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SPAIN, SWEDEN and ROMANIA do not have a specific social
enterprise law and use a variety of business forms, including cooperatives.
Spain does have, however, a social economy framework law, which makes
reference to the many legal forms that social economy entities may take,
and as well it has a social cooperative law. In 2015, Romania also adopted
a law on social economy with a definition of social enterprise, which can

take a number of legal forms: cooperatives, associations, foundations, etc.

In Sweden, social enterprises usually take on the form of an economic
association, although WISE may be founded as economic associations,
companies, non-profit associations or foundations.

Each of the four partner countries has specific cooperative laws.

In ROMANIA, social economy legislation is represented by the Law of
Social Economy no. 219/2015 and Methodological Norms for applying
the Law of Social Economy, adopted by the Government Decision no.
585/2016. The Law introduces the recognition of the social enterprise
through a formalized Certificate.

The law defines social economy as the activities organized independently
from the public sector, whose aim is to serve general/community/personal
nonfinancial interest, by increasing vulnerable people’s employment
and/or by producing and supplying goods, provide services or perform
works execution.

Any entity which, through their statutory documents, observes the
definition of the social economy and its principles may be recognized as
social enterprise (art 3. of Law 219/2015).

Principles of social economy (art 4. of Law 219/2015):

® Individual and social objectives priority,

® Collective solidarity and responsibility,

® Associate members and general/collective interest convergence,
® Members’ democratic control over its activities,

® Free and voluntary association in social economy entities,
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® Distinct legal person, autonomy and independence in relation to public
authorities,

® Largest profit share’s allocation to general/collective/personal non-
financial interest of the members.

As clarified by the methodological norms, the criteria that must be met by
social enterprises are:
® Social aim / in the benefit of a community,
® 90% of the profit reinvested in social aim,
® Assets lock — assets after liquidation are transmitted to other social
enterprises,
® Social equity between employees — differences between salaries of
maximum 1 to 8§
and
@ + min. 30% of the employees belong to a vulnerable group — social
enterprise is considered work integration social enterprise.

1.3 Social Mission. The principles and values of a social
enterprise

Values are the underlying concepts of the entire organization. Based on
them members will act within the organization, they will be the link
between the members and the structures of the organization, they will
represent outside the social enterprise.

Values are the principles that determine our behaviour. We can
identify a range of values that most people and organizations in the social
enterprise sector aspire to. These are:

® Participation and empowerment;

® Equality;

® Sustainability of the environment;

@ Quality, safe, satisfactory, interesting work;

® Fair payment and fair employment practices;

® Sclf-development, skills, education and training;
@ Ethical behaviour;
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@ Commitment to communities;

® Healthy, safe, good-quality, customer-orientated products and
services;

® Transparency and trust, and

® Business cooperation.

Not all organizations are committed to supporting these values. A
commitment can be proven by:

® Organizing and functioning documents - statutes, internal
regulations;

® Policies and written procedures;

® Organizational ethos - organizational culture;

® But mostly through the behaviour of employees, -clients,
members, directors or stakeholders.

The social enterprise’ values base is made up of at least two elements:

1. Social mission (or social purposes), e.g. generating income for charity,
regenerating a local area, creating jobs for people with disabilities etc.,
and

2. Other core values, e.g. good employment practices, fair trade,
transparency, awareness of the importance of the environment etc.

In successful social enterprises, the activities that contribute most to
achieving the values also contribute to revenue growth. There is no
conflict between values and commercial success. Values are themselves
an integral part of the business strategy of the social enterprise.

The mission of the social enterprise is a complex concept that includes:
the proposed purpose, the general activity in which the organization is
committed to achieving this goal, and the values that guide the
organization in fulfilling its mission.

The drafting of the mission can be done in one or more sentences,
depending on the complexity of the description.
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How do you write the mission of your social enterprise?

Just keep in mind to answer at 4 questions when you are drafting:

1. For whom? The statement for customers
2. Why? The statement of the problem

3. What does it do? The statement of purpose

4. What do you do? The business statement

Reading!

In 1995, the International Cooperative Alliance adopted the revised
Statement on the Co-operative Identity which contains the definition of
a co-operative, the values of co-operatives, and the seven co-operative
principles as described below?’.

Co-operative values

Co-operatives are based on the values of self-help, self-responsibility,
democracy, equality, equity and solidarity. In the tradition of their
founders, co-operative members believe in the ethical values of honesty,
openness, social responsibility and caring for others.

Co-operative Principles
The co-operative principles are guidelines by which co-operatives put
their values into practice.

1. Voluntary and Open Membership
Co-operatives are voluntary organizations, open to all persons able to use
their services and willing to accept the responsibilities of membership,
without gender, social, racial, political or religious discrimination.

2. Democratic Member Control
Co-operatives are democratic organizations controlled by their members,
who actively participate in setting their policies and making decisions.
Men and women serving as elected representatives are accountable to the

5 http://ica.coop/en/what-co-operative
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membership. In primary co-operatives members have equal voting rights
(one member, one vote) and co-operatives at other levels are also
organized in a democratic manner.

3. Member Economic Participation

Members contribute equitably to, and democratically control, the capital
of their co-operative. At least part of that capital is usually the common
property of the co-operative. Members usually receive limited
compensation, if any, on capital subscribed as a condition of membership.
Members allocate surpluses for any or all of the following purposes:
developing their co-operative, possibly by setting up reserves, part of
which at least would be indivisible; benefiting members in proportion to
their transactions with the co-operative; and supporting other activities
approved by the membership.

4. Autonomy and Independence
Co-operatives are autonomous, self-help organizations controlled by their
members. If they enter into agreements with other organizations,
including governments, or raise capital from external sources, they do so
on terms that ensure democratic control by their members and maintain
their co-operative autonomy.

5. Education, Training and Information
Co-operatives provide education and training for their members, elected
representatives, managers, and employees so they can contribute
effectively to the development of their co-operatives. They inform the
general public - particularly young people and opinion leaders - about the
nature and benefits of co-operation.

6. Co-operation among Co-operatives

Co-operatives serve their members most effectively and strengthen the
co-operative movement by working together through local, national,
regional and international structures.

7. Concern for Community
Co-operatives work for the sustainable development of their communities
through policies approved by their members.
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1.4 Organizational and business models for social enterprise
specific to rural areas

We propose below the most common possible forms of organizational
and business models for social enterprises specific to rural areas:
1.Agricultural Cooperatives, Agricultural associations and other
associative forms
2.Crafts / workers cooperatives
3.Financial Institutions: credit unions, credit cooperatives, other types
4.Commons
When choosing the legal form of the social enterprise, most commonly we
need to look into the advantages and disadvantages that each might bring,
which best protect maybe the social mission that defines us as social
enterprise. And certainly by connecting to the legal framework norms that
will influence our work.
The table below sums up the comparative perspective between a for-profit
company and a cooperative, whilst some of the case studies below
highlight the advantages of the nonprofit associations.

ASPECTS ORDINARY ENTERPRISE COOP ENTERPRISE

Conditions for entry None Requirements

Share capital available Unlimited Limited

Participation in profits Unlimited Limited

Supervisory body No Yes

Possibility to change the

. Yes Only for another cooperative
enterprise

To mutual funds/to a similar

organization - as specifically
Asset distribution in case of defined in national legal
. . To shareholders .
dissolution framework and /or statutory
documents (may vary by
country)

Representation of members Capitalist principles One-man-one-vote

Company goals Profit Mutualistic
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1.4.1 Agricultural cooperatives®, Agricultural associations and
other associative forms

Agricultural co-operatives enable producers to realize economic benefits
which they could not otherwise achieve alone. Cooperatives appeared in
difficult economic and social contexts of the 19th century. Farmers were
gradually discovering that through joining forces, they could improve their
access to markets and jointly finance vital complementary activities,
namely: procurement, research, processing, marketing, distribution and
promotion’.

In ROMANIA, agricultural associations and other associative forms in
agriculture are established and operate based on Law 36 of 1991 on
agricultural companies and other forms of association in agriculture.

The agricultural society is a private company with variable capital and an
unlimited and variable number of associates, having as object the
agricultural exploitation of land, tools, animals and other means brought to
society, as well as the realization of investments of agricultural interest.
Agricultural exploitation may consist of: organizing and conducting
agricultural works and land improvements, the use of machinery and
installations, the supply, processing and capitalization of agricultural and
non-agricultural products and other such activities. The agricultural
society "has no commercial character" (Article 5). Moreover, the
agricultural companies respect the cooperative principles regarding the
members' participation in the decision, the law stipulating that "each
associate has one vote, regardless of the value of the shares he owns"
(art.62). Agricultural societies are in fact hybrid forms of organization that

6 Agricultural cooperatives are one of the most important forms of organizational and
business models for social enterprises specific to rural areas which benefit of natural
resources. Given their importance, the specific guide “"UNDERSTANDING AGRICULTURAL
COOPERATIVES. A START UP GUIDE” has been developed within the Erasmus+ New Crops
project. We invite the readers to consult this guide available online at
Www.ies.org.ro/erasmus

7 COGECA European agri-cooperatives (2015), Development of agricultural cooperatives in
the EU 2014, p. 15
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have both non-profit and co-operative aspects, respecting for example the
cooperative principle "one man, one vote".

Taking into consideration the provisions of GO no. 37/2005 on the
recognition and functioning of producer groups and organizations for the
marketing of agricultural and forestry products, the above mentioned
associative forms can be recognized as producer groups.

Producer groups are self-employed and self-managed legal entities and
farmers' associations that jointly sell the products. These groups ensure the
planned production and market-oriented demand, according to the quality
and quantity conditions. They also promote the supply and marketing of
products obtained by their members. The Group has the task of optimizing
production costs, setting producer prices, and promoting the use of
cultivation practices, production techniques and waste management
practices that do not harm the environment.

The establishment of agricultural producers in associative forms opens
new opportunities for economic development by attracting local or
regional advantages, and uses collective power to increase the prosperity
of members, their families and their communities. Regardless of the
organization they belong to (associations, cooperatives or producer
groups), members of associative forms have democratically established
rights, and this is one of the greatest benefits.

Aiming to stimulate associative forms in agriculture, Agricultural Journal
(2015)8, pointed out the advantages of different associative forms:

Advantages of producers’ groups:
® Reducing production costs (e.g. by purchasing equipment that is
shared by all members);
® The exploitation of land surface that allow the application of modern,
competitive production and waste management technologies in order

8 https://www.gazetadeagricultura.info/informatii-utile/580-asociatii-agricole/17074-
formele-de-asociere-in-agricultura.html, info extracted in July 2017
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to comply with the environmental and biodiversity conservation
norms;

® The possibility of planning and modifying the production according to
the quantitative and qualitative demand on the market;

® Easier access to European funds and contracting of bank loans;

® Facilitating communication between farmers, as well as between their
representatives and governmental bodies;

® Increasing the negotiation capacity in order to obtain better prices both
for the joint purchase of the raw materials needed for the production
and for the valorisation of the products, by offering higher quantities
in high quality conditions;

® Promoting more efficient production both on the domestic and foreign
markets.

Advantages of associations:

ECONOMIC:

® The possibility of negotiating a better price of products;

® Relieving the producer of the responsibility of selling;

® A better branding and marketing of products;

® The possibility of negotiating a lower price of inputs (lower costs);

® Expanding production and capitalizing members;

® Increasing members' standard of living;

® Members' access to information, innovation, collaborative projects
and clusters;

® Providing various services to members (technical, information and
consultancy services);

® The possibility of investing in storage or processing infrastructures;

® The transition from the sale of unprocessed agricultural products to
value-added ones;

® Capitalizing on local resources and creating local products;

® Proximity to the consumer (short distribution chains may be initiated);

® Improving access to local consumer products;

® Sales through major retailers, fairs, stores (the association thus
increases the bargaining power of members);
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® Easier access to European funds;

® Better management of risks in agriculture (for example, through the
creation of mutual funds);

® The realization of beneficial partnerships for members (e.g.
partnerships with educational institutes, for the transfer of innovation);

® Creating permanent and seasonal jobs.

SOCIAL:
® Increasing social capital (re-creating the sense of community);
® Communication and support among members.

The case study below highlights the advantages of an association of
fruiters and fruit processors from Romania, mainly their success of
delivering high - quality products at reasonable prices, responding in
this way to the specific demand on the market, and also creating
positive impact in their local community.

Case study: Association of Fruiters and Fruits Processors in the

Odorhei Area (Romania)’

The Association of Fruiters and Fruits Processors in the Odorhei Area
(founded in 2010) is mainly engaged in local economic development of
rural communities in isolated Romanian territories by sustainable use
(processing and sale) of rare (neglected) fruit varieties. Thus, the
enterprise is having two main impacts: (1) biodiversity conservation by
use of traditional (old) varieties of fruits in the Carpathian Mountains, (2)
increase the welfare of rural communities by applying specific
technologies suitable to add value to local biodiversity of fruits.

This social enterprise assists the professional development of the farmers
in: (1) selecting the most adapted old fruit varieties for their microclimate,
(2) orchard maintenance, (3) applying low-input organic practices, (4)
product development, by using and developing the traditional recipes, (5)

9 Detailed case study is available online at:
http://www.ies.org.ro/library/files/6_romania_fructul_secuiesc_dis.pdf
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increasing the farmers’ collaboration in order to increase the positive
impact of their activities.

On the economic dimension, the Association runs two processing centers
(manufactures): (1) in Lupeni for processing the orchard fruits (apple,
pear, plum, berries), (2) in Zetea for processing the forest wild fruits and
mushrooms. Main stakeholders are the fruit growers and pickers (in case
of wild fruits and mushrooms) willing to be involved in the development
processes launched by the Association. Members of the Association are
amongst them, but they do not have an exclusivity to use the facilities and
support provided by Association.

The products made at the manufactures include: natural soft drinks, jams,
syrups, refrigerated and cured products. The main market for the products
is the local market (shops, in-region retailers, and local consumers by
door-to-door delivery by the farmers, local restaurants and bars, farmers
markets, local food processors, hotels and pensions). The quality of the
products stands on the first place; the products are made 100% from fruits
with no additives, preservatives and other substances used in the food
industry. Thus, the price of the products is a little above the medium price
of similar products with less fruit content. Business development strategy
focused on improving cost effectiveness. Since the production launch, the
costs of all types have been reduced 35% in average, and thus determining
a significant reduction in final prices offered to customers.

The business strategy is highly connected to the social mission of the
enterprise and the core impact they are seeking. In the processing unit, the
fruits come exclusively from traditional varieties, even if they are fruits
grown in old orchard and/or fruits/mushrooms collected from the wild.
Thus, the unique taste of these products is provided by the flavors of the
wild and/or endangered fruit species offering comparable advantages for
the products. On the other side, most of the processing activities are done

manually in order to ensure the handicraft character of the final products.

This requires more workforce than in a usual system, so establishing
workplaces and using the neglected elements of the biodiversity goes hand
in hand to the general benefit of the rural communities.




The most important positive impact in the rural communities is related to

the environment. Since running the project, the size of newly established

or renewed orchards increased to 300 hectares, the forest owners
association changed their mentality on the way the forest should be
exploited and the raw material from the forest is exploited in a sustainable

way due to the information campaign implemented by the Association.

On the other hand, in rural areas with natural touristic resources, there
could be developed social enterprises which valorize these resources,
creating a local destination, in the benefit of the entire local community.
The case study below is an idea for promoting sustainable rural
tourism by local social economy initiatives, stimulating community
collective entrepreneurship, with positive impact in protecting the
outstanding natural and cultural patrimony.

Case study: Village Life Association (Romania)"’

Village Life provides an example of a social enterprise start-up in the area
of sustainable tourism in rural areas in Romania. Although still very
young (pilot started in 2011), it serves an increasing number of rural
families which thus have an additional source of income from this form of
tourism. The enterprise is funded mainly from donor support with
increasing revenues from sales of services that it brokers between tourists
and hosts.

Considering the high potential for responsible travel of impoverished rural
communities and the global increasing interest in self-sufficient, close to
nature lifestyles, Village Life Association initiated a rural sustainable

travel program. They created a network of villages set in picturesque hills

and mountain areas, with forests, lakes, rivers and other natural or cultural
attractions. The hosts are carefully selected according to a clear set of

10 Detailed case study is available online at:
http://www.ies.org.ro/library/files/new_cropsro_case_study_4_village_life.pdf
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criteria, live in the spirit of rural traditions, in simple homes, and have a
household with animals, orchards and gardens.

For a participation fee, travelers are hosted in village households where
they learn and participate in daily life, the way it is traditionally lived in
the countryside (i.e.: wine making, cheese making, shepherding, tending
to animals, Holiday festivals, etc.). The program allows villagers to
increase their revenues by capitalizing on existent resources (mainly
natural and cultural patrimony) that have been neglected so far. The social
enterprise addresses economically disadvantaged families that are not
experienced with tourism activities but that, with assistance, can capitalize
on existing resources (their traditional household and natural and cultural
patrimony of their region) and improve their standard of living. The
income generating activity proposed by Village Life Association program
is open to all those that respect a minimum set of requirements and are
interested in practicing this kind of tourism. They do not need to make any
initial investment or have any business specific skills. Assistance and
formal training are provided along the way.

The main activities of the social enterprise are:

- The development and promotion of the host families' network;

- Training on responsible rural tourism matters for the host families;
- Facilitation of the rural cultural experiences.

The program is currently working in 10 villages (4 counties: Valcea,
Brasov, Arges and Harghita), but planning to extend in the coming year.
Clients (tourists) are coming from all over the world: USA, Canada,
Australia, India, Germany, France, UK, Sweden etc.

The families involved in the tourism program have increased their
awareness on why is it important to protect the natural and cultural
patrimony around them. In one of the villages Village Life works with, a
foreign language class for adults was established at the initiatives of one

of the hosts. The community-based program contributes to filling the gap

between what the villager can offer and what the city person needs.




Village Life wants to informally educate and point out opportunities, by
facilitating exposure of the rural beneficiaries to good practice examples
and creating connections with sources of know-how. The social enterprise
stimulates community involvement and participation in decision making
processes, believing that, even if top-down approaches have their role,

bottom-up approaches to problem-solving work better in the long term.

1.4.2. Crafts / workers cooperatives

Cooperatives are associations of individuals pursuing the achievement of
common goals of members, in particular economic, but also social and
cultural. They are jointly and democratically controlled by members, in
accordance with cooperative principles. In general, a cooperative is set up
by a group of people who share a common need, whether consumers,
producers or workers.

Crafts / workers cooperatives are one of the most common cooperative
forms in Romania. Most of the co-operatives are first degree cooperatives,
but there are also second-degree cooperatives and cooperative unions.

The first degree cooperative society is a legal entity constituted by natural
persons and registered in accordance with the provisions of Law no.1 /
2005 (the number of cooperative members is established by statute but is
not less than 5, the share capital is variable and cannot be less than 500
RON). The second-degree cooperative is a legal entity formed of first-
degree cooperative societies, mostly other natural or legal persons, for the
purpose of integrating their economic activity horizontally or vertically.
The cumulative participation of first-class cooperative societies in the
constitution of the share capital of the cooperative society of Grade 2
cannot be less than 67%.

The cooperation is especially important for people from rural areas that
practice crafts, because in many cases, access to resources (raw materials,
working space, working tools) is limited. By association, more people can
benefit from resources on which they can use in common.
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Although crafts cooperatives are found mainly in urban areas in Romania
and they perform various activities, mostly in the field of industry
maintenance and repair of machinery or equipment services, they are also
suitable organizations for the rural areas, possible to valorize traditional
local crafts - ceramics, pottery, carpet weaving, traditional weaving,
woodworking, etc.

The case study below, from Italy, Trentino region, highlights that a
good business strategy could lead to a success story for a social
enterprise, which in time can grow and compete on the market with
important for - profit companies.

Risto3 is the biggest workers’ cooperative of the Trento region,
employing more than 1.000 people and reaching all local communities on
the whole territory. It is a big success story on how a cooperative
enterprise can grow and compete on the market with companies for profit
without losing its cooperative values of social integration and care for the
members. Risto 3 was founded in 1990, as a result of the unification of the
two other catering coops founded in 1979 and 1982, in order to be more
competitive on the whole territory and gain a better economic leverage for
public tenders. The main activities of Risto 3 are: entrepreneurial
activities in the food sector (school canteens, lunch halls, food services for
individuals and companies, banqueting and catering), professional and
cooperative training for workers, production and selling of food products,
distribution facilities management, consulting and training for external
users, information, network development, and facility maintenance.

Risto3 business strategy is oriented towards quality, local production and
well-being and satisfaction of all stakeholders, from workers to clients.
These aspects are heavily reflected in the production and services

provided by Risto3, which attributes great value to food hygiene,

environmental impact, social responsibility and workers’ security. Risto3

1 Detailed case study is available online at:
http://www.ies.org.ro/library/files/new_crops_it_case_study_3_risto_3_en.pdf
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has become leader in the niche of school canteens, lunch halls and
catering, having the region’s largest market share in the sector. Locally
produced and organic foods are predominantly used in order to support
the local economy. Different types of flexi-time are offered to help
members (who are mainly women/ working mothers) better organize and
balance work and family needs.

Risto3’s social mission focusses on 3 main elements: to improve
members’ working conditions, being well-established in the territory and
within local communities, and to constantly improve quality for clients.
The business strategy is therefore oriented to satisfy and improve these 3
main elements, aiming at an increased quality of production that valorizes
local products in an increasingly more efficient, democratic and family-
oriented human resource management policy. Risto3 is a member of the
Trentino Federation of Cooperatives and of CLA, the consortium for labor
and environment coops. Moreover, it has its own representative in
Cooperfidi (the cooperative that acts as authority for bank credits) and in
the sectorial committee that drafts the strategic guidelines for the whole
sector. It also has strategic partnerships with the Cooperative Women’s

Association, several cooperative banks and a cooperative training center.

1.4.3. Financial Institutions: credit unions, credit cooperatives,
other types

Credit Unions

Credit unions (CAR) in Romania are divided into two main categories:
credit unions of employees (CARS, set up under Law No 122/1996) and
credit unions of retired people (CARP), established under Law
540/2002).

CARs can be considered as part of the mutual savings societies or credit
unions, with the primary role of raising funds from members in the "social
fund" and providing loans at an advantageous interest rate to the members
(sometimes aiding in particular situations - supporting funeral expenses,
etc.), thus contributing to the European objective of preventing social
exclusion. Credit union operational model can be summarized below:
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Loans with
affordable
interest CU Members

Aids for special
situations

Savings
Social Fund CU monthly /

@ occassionaly

CARs are classified as non-banking financial institutions and are recorded
in the Register of Non-Banking Financial Institutions of the National Bank
of Romania. They are not credit institutions.

At present credit unions are considered one of the main actors of social
economy in Romania with an important role in tackling poverty and
financial inclusion in Romania. According to Eurostat data, in 2015
Romania had the 2™ highest risk of poverty or social exclusion. In the
same time Romania has the biggest quota of persons who live in rural
areas from European Union (45% from the total population), and,
according to Eurostat, the risk of poverty is 2 times higher in rural areas
(50.8% of people at risk of poverty in rural areas compared to 24% in
cities). Therefore, the role of credit unions is very important especially in
the rural areas.

Presently, they are a key actor with significant potential in contributing to
solving stringent problems of the population (financial exclusion of non-
banked population, over-indebtedness, lack of financial education) and to
create and accelerate local sustainable development, by starting to provide
micro-credit for small business development to their members.

The below case study shows the importance of having credit unions in
rural areas, in small villages, where the need of social finance is very
high, the members benefiting of open and affordable financial
services, financial education and micro-credit for developing small
business.
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Case study: Credit Union Tractorul Brasov (CAR Tractorul Brasov
I F]\[)IZ

The organization was started in 1997 given the need of mutual financial
help of its members. All the members make monthly deposits, while the
ones in need borrow variable amounts for which they pay an interest rate.
The interest rate accumulated is returned to members, after deducting all
the operating expenses and after forming the statutory and risk reserves.
CAR Tractorul Brasov IFN is a member of the National Union of Credit
Unions of Employees in Romania, being one of the best 15 Houses of the
Union, from the 1912 member houses.

The organization’s specificity and is that it is one of the CARs that has
expanded its activities to non-bankable individuals or people that have
difficulties in accessing banking services, by opening 8 offices in several
communes and villages in Brasov County, such as: Feldioara, Bod,
Halchiu, Prejmer, Sanpetru, Cristian and Zarnesti. These individuals can
access loans for different purposes, such as: starting a small business,
improving their agricultural production, buying new machinery, personal
belongings, advance payment for a house, holidays, medical purposes etc.

The only condition for the individuals to join the organization is to
demonstrate that they have income from salaries or from sources that can
be assimilated to salaries, this including agricultural production or other
sources. When joining the organization, each member pays 25 lei (approx.
6€), from which 5 lei (1€) represents the contribution to social capital, 10
lei (2€) represent the registration fee and 10 lei (2€) represent their first
deposit at the social fund.

In the case when there is a great number of members and they are
dispersed around the territory, and thus the presence of all members is not
possible at the annual meeting, the Board establishes a representation
procedure for the Annual Conference (General Assembly). The decisions
of the General Assembly are adopted by simple majority of votes,

12 Detailed case study is available online
http://www.ies.org.ro/library/files/2_romania_car_tractorul_brasov_dis.pdf
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expressed by the members present at the discussions. An exception is
given when the discussions aim decisions regarding the changing of the
Statute, affiliation/disaffiliation from the county union, fusions or closing

the credit union, in which case there are necessary 2/3 of the votes for the
decision to be adopted.

Credit cooperatives

Co-operative banks are credit institutions constituted as autonomous
associations of individuals united voluntarily in order to fulfill their
common economic, social and cultural needs and aspirations, whose
activity is mainly based on the principle of helping cooperating members.

The legislation on credit cooperatives is the Emergency Ordinance 99 of 6
December 2006 (Government Emergency Ordinance 99/2006) on Credit
Institutions and Capital Adequacy, Title V Cooperative Credit
Organizations.

The two case studies presented below highlight the importance of
access to credit in rural areas, and they could be a lesson about
successful integrated local socio-economic development through social
economy. Social economy also provided a solution (micro-credit) for the
members who wanted to develop small enterprises, credit cooperatives
being an important catalyst for the development of farmers’ cooperatives,
family business, SMEs etc. and for the creation of regional welfare.

Case study: Cajamar Caja Rural (Spain)”

This case study focuses on the start-up of a cooperative rural bank and the
role of cooperative credit in social-economic development and innovation.
In 1955, the Andalucian province of Almeria, in south-eastern Spain, was
a drought-ridden area with little infrastructure and a GDP per capita of
less than half the national average-it was one of the poorest areas in
Europe. Most residents who had not already fled in search of better

13Detailed case study is available online at:
http://www.ies.org.ro/library/files/new_crops_es_case_study_3_cajamar_en.pdf
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opportunities were merely subsisting. Today, it is the top Spanish fruit and
vegetable growing area with an income among the wealthiest third of
Spanish provinces in GDP per capita. Almeria’s rapid rise is the story of
two interlinked co-operative institutions: its co-operative bank and its co-
operatively organized farmers and their related organizations. This
turnaround from destitute province to agricultural co-operative industrial
district or cluster is a unique case as it was not born from huge industry
but rather small business organized into agricultural cooperatives and
financed by cooperative credit.

When Cajamar officially became a credit cooperative, it could only give
credits or make loans to agricultural cooperatives. To this end, it followed
a strategy of creating cooperatives in many small towns and villages,
dedicating resources and people to the task. Deposits from the interior
towns, where during the 50s and 60s the exportation of oranges and grapes
was still somewhat profitable, were used to finance the emerging needs of
the new irrigated farming on the coast. There was a double objective: to
find new clients and to create an agricultural cooperative network
throughout the province. As the legislation was progressively relaxed, the
commercial strategy was varied. For example in the 1980s members did
not have to be farmers and the percentage of such credit could be up to
50%. Cajamar strove to make the majority of its clients cooperative
members, regardless of sector origin.

Cajamar continues to maintain its links with the rural community and to

promote its agricultural “DNA”. It supports SMEs, family businesses,

agro-business, the real economy and the social economy. It has small
offices in towns where there are no other financial services present.
Shareholder banks do not find the business volume of small towns
profitable enough. The Cajamar foundation continues to fund the
experimental farm, Las Palmerillas and also economic and social studies.

In order to do so, it helped set up export institutions, R+D experimental
farms, knowledge transfer methods, small local branches, help with
regulatory requirements, etc. It also realized that the farming methods
needed to be environmentally sustainable in order to be economically




sustainable. As the sector grew, so did the cooperative bank, in what can
be described as a ,,virtuous circle”.

BCC manages the Cajamar Cooperative Group, being responsible for is
day to day functioning, setting commercial policy, procedures and risk
controls, treasury, as well as the issuing of financial instruments,
commercial plans and budgets. It prepares consolidated accounts and
deals with the supervisory agents and markets. It also looks after the
compliance with good governance standards and best practices. It is
governed by the European Central Bank. BCC is active in the market
through the 1,258 offices of the Cajamar Cooperative Group.

BCC has a general assembly, in which members vote. There is also a
board of directors, currently composed of 11 board members, 3 of which
are women. The Board of Directors has set up, as a decision-making
committee, an Executive Committee, with delegation of general decision-
making powers. It follows a code of good corporate governance in which
transparency and flow of accurate and timely information is central to its
governance.

The impact of Cajamar was profound and its impact changed over time in

accordance with the stage of lifecycle. Notable are the following impacts:

committing itself financially and socially to a vulnerable community
so that initially the only security it had was to make sure that the
activity of its members was worthwhile funding. This led to
implicating itself in a profound way in the economic and social
activities of the community;

encouraging the establishment of a cooperative economic fabric
through the set-up of cooperatives and the coordination of
family/SME based enterprises;

building on but going far beyond relationship-based finance through
pro-active production and dissemination of technical, economic and
social knowledge and playing an active role in the incorporation of the
same;

funding/investing heavily in R+D+I and agricultural extension
services (there were no other I+D entities)




shifting and transforming individual economic risk (including
technological and experimental risk) to community risk, thus
involving not only the cooperative bank, but the community in shared
success;

recognizing the transformation from peasant to agricultural
entrepreneur and providing management and financial training as well
as support to other institutional players;

assuming the role of intermediating international and political changes
and EU policy for community members; pursuing organic growth
strategies in order to sustain innovation and sector growth amongst its
members and as well, to diversify its activities beyond local
specialization (both sector and territorial) thus protecting against
undue potentially volatile concentration;

pursuing strategic growth strategies in response to government
imposed integration in order to maintain its strength both inside and
outside its original territory

Case study: Cassa Rurale di Pergine — Banca di credito cooperative S.C.
(Italy) **

The Cassa Rurale of Pergine is one of the most important credit

cooperative banks in the Province of Trento, founded in 1920, which has

guaranteed families and local SMEs access to credit for almost 100 years.
They have more than 3000 members and a widespread organization that
works towards sustainable economic and social development. The bank
carries out social and cultural promotion alongside its regular banking
activity, offering funds for social, cultural and sports activities, and
working with local bodies and associations to answer the specific social
needs expressed by the community.

Its founding rationale was to free its members from the unsustainable
burden of the banks of the time and the money sharks, and was able to

14 Detailed case study is available online
http://www.ies.org.ro/library/files/new_crops_it_case_study_2_cr_pergine_it.pdf
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face the great crisis in the period between 1938 and 1947, when many
other rural banks were forced to close. The activity of the Cassa Rurale of
Pergine progressively evolved in terms of both competences and services
offered such to become one of the best examples of credit cooperatives in
Trentino. The coop bank’s main activities are: savings services for clients

and members, credit management, specific credit products, charity

funding for educational, social and cultural projects.

The Cassa Rurale of Pergine has developed an integrated series of
services, in addition to those required by national and international banks,
which they have personalized in coherence with their mission as local
bank that operates for the good of its community. With the support of the
Cassa Centrale Banca, the central bank of the Casse Rurali Trentine, the
Cassa Rurale of Pergine offers the following services to its members and
clients at market cost and in accordance with the guidelines provided by
the Bank of Italy:

- Bank insurance (previdenza, investimento, persona, patrimonio,
imprese)
Current accounts (conto associazioni esenti, conto associazioni, conto
custodia, conto famiglia, conto giovani rock, conto imprese, conto
pop, conto pratico, conto socio, conto soci imprese, conto soft
pensioni, conto universita, primo conto, risparmiolandia
Deposit accounts
Payment cards (Carta di debito socio, Universicard, Carta di debito
Globo, Carta di debito conto Pop, Carta di debito conto Rock, Carta In
Coop, Carta prepagata Oom+, Carta prepagata Ri-carica)
Financing (Finanziamenti revolving, finanziamenti a breve termine,
finanziamenti a lungo termine, convenzioni)
Investments (Fondi comuni di investimento, Gestioni patrimoniali,
Obbligazioni CR Pergine, Risparmio P.A.C., Trading on line: Directa,
Trading on line: InBank)
On line banking (InBank sms, InBank ECO, InBank, In Bank
Business, InBank Associazioni)
Other services (Cassa continua, POS esercenti, Cassette di sicurezza,
Abbonamenti riviste, Telepass Family)




Micro fund (Swedish experience)

Study visits and case studies developed under New Crops project revealed
other interesting forms of financial institutions, for example micro funds
in Sweden. Micro-funds are organizations which offer guarantees and
other financial support to social economy organizations. The members are
organizations such as cooperatives, societies, unions and federations.
Micro-funds support the financial development of associations,
cooperatives, foundations, village committees, communities, local
developments, social enterprises.

Mikrofonden Vst (Micro Fund West of Sweden) is an organization
founded in 2006, which offers guarantees and other financial support to
social economy organizations in the region of Vastra Gotaland. The
members are organizations such as cooperatives, societies, unions and
federations. It supports the financial development of associations,
cooperatives, foundations, village committees, communities, local
developments, social enterprises (i.e. social economy organizations) in
Vistra Gotaland.

The purpose of Microfonden Vst is to increase entrepreneurship and the
growth of new and existing cooperatives and organizations within social
economy. This is made possible because of a unique combination of
advice and engagement within a network and of course also because of the
possibility of getting funding for developing ideas. Associations with the

potential to develop can improve their quality and their financial ability.

The association offers include bail when an organization needs bank loans
for such investments. This way, for example means directors and
members don’t take personal guarantees. The association also provides
other financial support, such as the placement of subordinated debentures,

equity shares, microloans, crowd funding, finding external capital etc.

15 Detailed case study is available online at:
http://www.ies.org.ro/library/files/microfonden_vast_svenska.pdf
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Microfonden Vist has throughout the years been financially involved in
twenty-one businesses, mainly cooperatives and twice as many have
received advice and guidelines.

All players must go through a business process when the cooperative
organizations are seeking credit from Microfonden Vést. The process
starts with the organization making a due diligence i.e. examination.
Subsequently, a credit review panel analyses and then the board will take
the final decision. But in the end Microfonden Sweden guarantees the
bank with Microfonden Vast funds. The difference between Microfonden
Viast and other investor-owned companies in the same sector, its
democratic ownership; the customer become owners of the Microfonden
Vist, it is an open membership, one member, one vote. The Microfonden
Vist has other possibilities to adaptions than the banks and municipalities.
Beyond guarantees, Microfonden Vist can offer support through crowd
funding, different bailment solutions, specially adapted products for when
a lot of people want to get involved in supporting the financing, placing
funds in membership contributions in cooperative economic associations
etc.

The Microfonden Vist of Sweden is a part of the solution to the alienation

problem in supporting the growth of social enterprises that primarily

employ people who have been far from the employment market. The
Mikrofonden Vist favours the adoption of democratic practices by
customers’ democratic companies in the form of cooperatives. Financial
solutions especially adapted to this target group have been developed.
These also work for the organizational form of non-profit associations and
cooperative economic associations, which are not well known by the
banks. Through collaboration with established actors (such as Almi, banks
etc.), it is possible to channel resources and funds to target groups that do
not otherwise meet these established actors.




1.4.4. Commons

Commons (obsti/obste or composesorate) are organizations which
manage common pool resources, mainly forests and pastures — which may
also include hunting areas, fisheries, lakes etc. Traditional, historic
common property in rural areas, mainly mountain regions, these
organizations were re-established in Romania after the Revolution,
according to the Laws no. 1/2000 and 247/2005, in the context of the
restitution of agricultural and forest pastures to the former owners. The
legal form is that of an association but with particularities such as limited
distribution of profit among members. The main advantages of the re-
establishment of the commons were offering jobs, access to the
organization’s services, facilities for the acquisition of wooden material,
facilities for concession of the forests.

Vasile M. and Mantescu L. (2009) offered a very good explanation of the
commons operational model'®: “According to the rights of access to the
common property, one may find two types of obste: equalitarian and non-
equalitarian. The equalitarian type means that everyone in the village has
the right to equal shares of wood, and every man or woman over 18 has
the right to elect the president of obste and the councillors in the village
assembly. In other words: one man, one share, one vote. (...). The non-
equalitarian type might also be called the genealogical type: only some
villagers have the rights to access, if, and only if, the parents had shares
in obstea. In most cases of non-equalitarian obstea, the resulting money
from the surplus of wood extraction is divided between the owners of
shares, as shares from a company. In both types, there is only one
property title, the obstea owns the forest. The difference is that in the first
type obstea means the whole village, while in the second one, only a part
of it. However, in both cases the property is indivisible one cannot fence

his shares from the common property because one doesn’t even know

16 vasile M., Mantescu L., Property reforms in rural Romania and community-based
forests, the journal Romanian Sociology, 2009
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where these shares are located, and the surface of land cannot be sold
outside obstea, according to the law.”

In the framework of the project PROMETEUS — “Promoting social
economy in Romania through research, education and professional
training at European standards” (POSDRU ID 57672), coordinated by the
Civil Society Development Foundation, experts of the Institute for
Research on the Quality of Life - Romanian Academy, partner in the
project, conducted and developed case studies on commons, highlighting
their positive impact as social enterprises in rural areas with pastures and
forests. We quote below from the Case Study of ObsteaViisoara.

Viisoara is located in Vrancea County, near Vidra commune. The obste,
which operates in the locality, owns 3,000 hectares of forest with wooded
pasture. The lands also serve two smaller villages, Balan and Catun. In
addition to sources of income from the sale of wood, other income is
insured from animal husbandry and fruit growing.

The criteria for assigning property rights are those of the egalitarian obste,
all members over the age of 18 having the right to vote and, implicitly,
access to the property's benefits. The benefits to each household include 1
cubic meter of wood for construction, and with the approval of the
General Assembly, up to five cubic meters per family can be allocated.
Decisions are taken at the general meetings where the list of priorities is
agreed. Most of the decisions target investments in the local community,
especially in the construction or repair of roads.

In addition, the obste has been financially involved in the renovation of a
school building, and in the current building weddings, baptisms and
general meetings are organized. Also, one of the rooms in this building is
allocated as a room for a medical office, and in another room there is a

kindergarten for the children in the locality.

17 petrescu C. (ed.), Social economy in the framework of local development, lasi, Polirom,
2013, pp. 157-162
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2. How to start a social enterprise - basic steps

Step 1 - Discussion meeting - Identify the social / economic need
of the group / community

Social enterprises are consisting of groups of individuals who have a main
common interest.

Cooperatives are often born of a problem, discontent or, more generally, a
need expressed by the people. Therefore the core of a coop is the people
themselves.

In the process of creating a cooperative is important to have a good
cohesion among members, shared objectives and well-established, positive
and respectful relationships. The member’s committed participation in
terms of dedication and time to the coop’s activities is more considered
than the economic support. This means that in addition to favourable
economic conditions, technical requirements, financial resources, good
knowledge of legal, the creation of a coop requires a deep and informed
knowledge about the meaning of collective ownership. Are there basis for
shared objectives and agreement on how to reach them?

The group who wants to establish a social enterprise must have an initial
discussion meeting in which they will identify their or community social /
economic need.
® Does the group / community need access to credit, financial
inclusion? (credit unions, credit cooperatives);
® Does the group / community need labour capitalization (in the broad
sense, any enterprise owned by those who work in it, it is a social
enterprise) or own production capitalization? (craft, fishery,
agriculture or exploitation cooperatives);
® Does the group / community need joint use of an individual or
collective property? (forest owners' associations, commons);
® Does the group / community as consumers need goods of a certain
type - natural, organic? (association for peasants’ agriculture);
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® Does the group / community as consumers need affordable goods?
(consumers cooperatives, services / utilities cooperatives) etc.

Step 2 - Define social business idea and determine business
feasibility

The group must establish the idea of the social business, which should be
very clear about the products / services that will be produced and
marketed.

It is advisable to analyse the business idea through the SWOT Analysis.

The SWOT analysis or SWOT matrix is a planning method that
evaluates four elements of an organization: strengths (advantages over
others), weaknesses (disadvantage relative to others), opportunities
(external elements in the environment that can be used to overcome the
weaknesses or as an advantage) and threats (external elements in the
environment that can bring troubles or disadvantages). In using it, one
has to specify the social business idea and to identify the internal and
external factors that are favorable and unfavorable to achieve that
objective.

If the business idea passes SWOT analysis, then it is advisable to check
business feasibility:

® Do you have potential clients for the products / services of the social
enterprise?

@ Can you speak about a market niche for your social enterprise?

® How much do you have to produce and sell in order to reach the
break-even point? (incomes = expenses)

® When will the break-even point be reached? (in 6 months, 1 or 2
years?)
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Step 3 - Develop a Business Plan

The business plan is a decision-making tool: it supports the business idea,
identifying and quantifying activities, beneficiaries, timeline and
expenditure needed to implement the business idea. This tool will detail
how the new cooperative is thought to reach its objectives: how many
people will be employed, in which roles and with the support of which
tools, who will be the beneficiaries of the services and the goods provided;
how economic resources will be gathered and how these will be allocated.

The business plans regularly is updated to improve the social and
economic performance of the social enterprise (if used only as an internal
document). As an external document, a good business plan must be clear
and impressive, to convince and reassure eventual future investitures, able
to provide all the information to evaluate the solidness and the reliability
of the entrepreneurial project itself.

Any sound business plan should collect the following contents:
1. THE NARRATIVE MODULE:

A. Title page (guard page) - the first page that contains the name of the
business, the name of the business plan, the date of preparation and
the period of time involved. The author has also to specify if it is an
internal document or it has another purpose.

B. Executive summary - a summary of 10-15 rows that summarizes the
key business information, also containing the most important
financial data.

C. Description of the business - presents the business history, the
current situation, at the time 0 of the drafting of the business plan, it
can also include a SWOT analysis with its interpretation (the relevant
conclusions determining the need for development / evolution of the
business in one way or another). Both financial information and
information on the social purpose and how it has been accomplished
so far are included.
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D. Marketing planning - presents the current marketing mix and its
evolution during the period of business planning (typically 3-5
years): products, prices, placement and promotion of all products and
services; detailed products and services descriptions are included,
specifying the pricing policies for each product / product category,
presenting how the customer comes into contact with the products /
services offered. The sales will be predicted and the marketing
budget will be developed.

E. Operational planning - the investment and production operating
plan is presented. This plan includes a detailed and accurate
description of the maximum production capacity (in volumes -
showing how many products will be produced at maximum
capacity), the actual production capacity is estimated on the basis of
specific calculations (not any technological line works all times at
maximum capacity, so the most accurate is that this estimate takes
into account possible defects, dead times, correlation of production
capacity with the size of the market presented in the marketing mix),
what is the need for raw materials, consumables and utilities and
technology for production / proposed market share.

At the same time, the human resources are planned in the operational
plan - it will present the current situation of human resources
(number of employees, structure of qualifications, working norms,
human resource development needs, salary policy, how to approach
human resources, leadership, etc.). It will estimate the number of jobs
created and when they will be available, an analysis of the impact of
the business plan on human resources will be made. Planning tools
such as Gantt and PERT charts will be used in the operational plan.

2. FINANCIAL MODULE (Financial Planning):

A. Identifying the resources needed to implement the business plan -
all necessary resources (human resources, logistics, raw materials
and consumables, etc.) are financially quantified. Practically, the
planned business budget is drawn up over the same period as the
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business plan. For the first year there are monthly and quarterly
series, and for the following years, annual series are presented. This
scheduling is very rarely done for more than 5 years, as the accuracy
of estimates decreases as the time horizon increases. If the business
plan is developed to obtain capital for long-term depreciation, the
business plan will cover the recovery period.

B. Planning of fixed and variable costs - this includes, inter alia, the
average cost of production / product, the average sales price of a
product, the variable costs for making a product (detailed cost list),
the fixed costs to be covered from the sale of the products, average
load capacity (as % of maximum production capacity that will be
used each month in the first year and every year - for years 2-5).

C. Financial and accounting planning - the profit and loss account,
balance sheet and cash flow forecast for the entire period of time to
which the business plan refers, will be foreseen, taking care to
correctly enter the data at time 0, usually those in the last fiscal year
for which there are financial statements completed, as well as the
forecast data as the business plan is being implemented. The
amortization of the fixed assets acquired for the implementation of
the business plan and the operating costs of the investments made
will also be introduced. Each figure must be grounded in the
narrative part of the business plan, and each item in the narrative
should have a correspondent in the financial-accounting planning.

D. Performance indicators - the main annual financial indicators for
the period covered by the business plan: the net present value of the
investment, the profitability rate, the added value produced, the
labour productivity, the internal rate of return of the invested capital
etc. There are situations in which, depending on the predicted risks, it
is necessary to calculate 3 variants of indicators: in the most
favourable situation, in the worst situation and in the medium risk
situation.

E. Optionally, an exit strategy can also be presented.
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3. ATTACHMENTS - architect sketches, price offers and technical data
sheets used to substantiate the business plan, any information and
documents considered relevant to the intended purpose of the business
plan (copies of the authorizations obtained, copies of the certificates,
patents, any documents that can increase the credibility of the business
plan and help the user to use the business plan correctly).

Step 4 - Choose the proper legal form for your social enterprise.
In ROMANIA - main legal forms for social enterprises are:

Associations and foundations (also known as NGOs) are private,
formal, voluntary and autonomous organizations set up under Ordinance
no. 26 of 2000, with subsequently amendments and completions.

Cooperatives:

The cooperative society of 1st degree is a legal entity constituted by
natural persons and registered according to the provisions of Law no.1 /
2005 (the number of cooperative members is established by statute but is
not less than 5, the social capital of the cooperative society is variable and
cannot be less than 500 Ron).

The second-degree co-operative society is a legal entity made up in
majority of first-degree cooperative societies, and other natural or legal
persons, for the purpose of integrating the economic activity carried out
by them horizontally or vertically. The cumulative participation of first-
degree cooperative societies in the formation of the share capital of the
cooperative society of grade 2 cannot be less than 67%.

The framework and specific legislation of co-operation in Romania is
represented by: Law no. 1 of 21/02/2005 on the organization and
functioning of the cooperative, Agricultural Cooperative Law 566/2004,
Government Emergency Ordinance 99/2006 on credit institutions and
capital adequacy: Title V - Cooperative Credit Organizations, approved
with amendments and completions by Law no. 227/2007.
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Credit unions: credit unions of employees (CARS, set up under Law
No 122/1996) and credit unions of retired people (CARP), established
under Law 540/2002).

In SPAIN:

Cooperatives are considered part of the “social economy” in Spain. For
agricultural cooperatives, the legal forms available are: Co-operatives
(Agricultural or Community Exploitation of Lands (“Explotacion
Comunitaria de la Tierra) or Agricultural Transformation
Companies-S.A.T. (“Sociedades Agrarias de Transformaciéon”),
which are a hybrid form specifically for agricultural and forestry related
activities, where in certain cases voting is in relation to capital.

Worker societies have shown a high potential for generating social
enterprises in Spain. In this type of enterprise, the majority of the capital
belongs to the workers. The fact that the workers are partners, favours the
self-motivation when facing the projects. The minimum required is three,
and the formalities of registration are similar to those of any other
commercial society.

Mutual societies are societies of persons, not for profit, of democratic
structure and management, which exercise a voluntary insurance activity,
complementary to the Social Security provision system.

The Special Employment Centres are companies that combine
economic viability and their participation in the market with their social
commitment for groups with fewer opportunities in the labour market.
The staff is in majority made up of people with disabilities (their number
cannot be less than 70% of the total number of workers). They develop a
competitive productive capacity that allows them to introduce their
products in the market.

Work insertion enterprises are defined as "learning structures, in the
commercial form, whose purpose are to enable access to employment of
disadvantaged groups, through the development of a productive activity,
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for which a process of insertion is designed, in the same time with a
conventional employment relationship ". They must have a percentage of
workers in insertion, depending on each Autonomous Community, which
will range between 30% and 60%. 80% of the results are reinvested in
the company.

The Fishermen's guilds are non-profit associations from public sector,
representing economic interests of fishing vessels owners and workers,
which act as consultation and collaboration bodies of the competent
maritime fisheries authorities. Their management is developed in order to
meet the needs and interests of their members, with the commitment to
contribute to local development, social cohesion and sustainability.

Associations for people with disabilities The main characteristics of this
associative movement are centred on providing services where the
lucrative sector fails. They demonstrated capacity for innovation to meet
the needs that arise in society, and the defence of social, legal,
administrative, or other changes, always in defence of the rights and
freedoms of persons with disabilities.

Foundations are non-profit organizations which, by the voluntary will of
their members, have their assets permanently affected by the realization
of an objective of the general interest. The Foundations of Social
Economy must comply with the principles of Social Economy from Law
5/2011.

In ITALY the main cooperative typologies are: production and worker
cooperatives, consumer cooperatives, cooperative credit banks, social
cooperatives (types A and B).

Social cooperation is governed by Law 381/1991, promulgated by the
Italian State, which regulates the constitution process and the specific
activities.
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Cooperative credit banks are based on 1993 Testo Unico Bancario
(Consolidated Law on Banking) and on the instructions provided by
Banca d ’Italia (Bank of Italy), which are fully-fledged laws.

Production and worker cooperatives relate to Law 142/2001, which
regulates the worker member position.

Agriculture cooperatives are managed through the regulations of both
the legislative decree n.228 May 18" 2001, and of n.99 on professional
agricultural entrepreneurship March 29% 2004.

Law 155/2005 regulates the areas of interest and the legal forms a social
enterprise may adopt.

A social enterprise is a private juridical subject, autonomous from public
administration, which carries out production activities according to
entrepreneurship criteria (continuity, sustainability, quality). However,
unlike conventional companies, social enterprises act according to an
explicit social aim: their main purpose is not to generate financial gains
and profits but to provide goods and services either to their members, to
the community at large, or to disadvantaged sectors of the society. These
enterprises are able to involve different types of stakeholders (from
volunteers to financiers), both in terms of property and management.
They maintain strong bonds with the local community in which they
operate, and get the resources they need from a plurality of sources: from
the public administration (for those services considered important by
popular opinion), from charitable donations of money and work, but also
from the market and from private demand. Therefore, social enterprises
can have different legal forms, other than the classic ones: coop / s.r.l.
(private limited company) / s.p.a. (joint-stock company). The forms
most frequently used are S.P.A. (joint-stock company for social
cooperatives and s.r.1. (private limited company) for social enterprises
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In SWEDEN: cooperative economic association and work integration
social enterprise.

The Swedish cooperative economic association is tailor-made for
cooperation. Cooperative companies can be run under a variety of
different corporate structures. A cooperative economic association is
often ideal, because the relevant legislation is designed to handle a
democratic approach to ownership. All joint owners/members of the
association have a vote and they decide jointly on how to allocate a
surplus. A cooperative economic association (in common with a limited
company) is a legal entity which must comprise at least three people or
companies and the members must decide jointly on the size of the start-up
capital.

Work integration social enterprises may have different corporate forms
- they can be organized as economic associations, companies, non-profit
associations or foundations.

Step 5 - Registration of the social enterprise

In ROMANIA:

Registration process varies in line with the legal form chosen. For
example, a cooperative is registered in the Trade Registry, together with
companies. Associations or foundations, by court decision, are registered
in the Registry of Association and Foundations.

In the case of cooperatives, the share capital is variable and cannot be less
than 500 lei. The minimum number of cooperative members of a
cooperative is established by statute but not less than 5.

In the case of associations — at least 3 members are required, and capital at
registration must be at least one minim monthly salary.

The Social enterprise status is recognized through a Social Enterprise
Certificate.

The legal entities apply for Social Enterprise Certificate if:
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® the activity carried out has a social purpose;
® respects the principles of social economy;

® comply with all criteria (Social aim / in the benefit of a community,
90% of the profit reinvested in social aim, Assets lock — assets after
liquidation are transmitted to other social enterprises, Social equity
between employees — differences between salaries of maximum 1 to 8)

The required documents are filed with the County Agency for
Employment, respectively the Municipality of Bucharest, in whose
territory the headquarters of the social enterprise are located. The
certificate is valid for 5 years and can be extended successively for
another 5 years.

Work Integration Social Enterprise (WISE) status is certified by the
Social Label. Beside of the criteria required for the social enterprise,
WISE must comply also the criterion of min. 30% of the employees
belong to a vulnerable group.

The Social Label includes the certificate attesting the status of WISE, with
a validity of 3 years from the date of issue, as well as the specific visual
identity element, which is mandatory to apply to the products, made or
executed works or to documents proving a service is provided.
Instructions for the use of the specific visual identity element are provided
in the visual identity manual in accordance with Order no. 1986 of
04.10.2016 of the Minister of Labor, Family, Social Protection and the
Elderly.

In SPAIN, social enterprises registration procedures vary according to
legal form and the relevant requirements, but the majority of social
enterprises are cooperatives.

Cooperatives have their own registry, depending where they are domiciled
and depending on whether they chose to be governed by regional or
national cooperative legislation. The initial cost is the contribution of
social capital, normally in an amount not less than 3,000 Euros. Usually
co-operatives would use a professional company advisor for its
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constitution. The official Registry of co-operatives reviews the statutes
without charge (confirming that they are in accordance with the law).

Notary costs are not avoidable. Notary fees are per page (30 cents) in
Spain in addition to a percentage of the transaction. While fees may be
significant in many kinds of commercial transactions for co-operatives, it
is approx.1% of the equity capital upon establishment.

In ITALY - Trentino:

Upon founding members’ request, the notary draws up by public act the
memorandum, defying the standards to conduct the cooperative’s
activities and the statute with the rules relating the functioning of the
cooperative. The memorandum contains items required by law: personal
data of members, denomination and address of the main venue of the
cooperation and eventual secondary venues, social object, share of the
capital subscribed by each member, credits’ value, requirements for the
member admission, withdrawal or exclusion, number of administrators
and board auditors.

The social purpose must be carefully established, as it defines the specific
activity to be realized in order to carry out the goal according which the
cooperative has be created. E.g.: a work cooperative providing
employment for its members has to specify in which occupational field
will implement its activities: food services, cleaning, sport facilities
management, public green areas maintenance, etc....

In relation to the social purpose definition, the members’ admission
requirements are established. The social capital is variable. The share paid
minimum is 25€, while maximum is 100.000€ and a minimum number of
members is required (9). Given this variability, the social capital varies
accordingly to the members’ admission or withdrawal. This rule is related
to the “open door” principle: whoever shares and supports mutualistic
principles of the cooperative and is able to contribute to reach the social
purpose, is freely allowed to join the coop. In the case of production and
worker cooperatives/agricultural cooperatives: minimum 3 members are
required, and the minimum capital is 50 Euros.
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The memorandum must be registered at the provincial Business Registry
of the Chamber of Commerce of the Province of Trento. The cooperative
is then inscribed in a specific section of the provincial Cooperatives
Registry accordingly to the nature of activity implemented. The purpose of
the registry is to provide an overview of the cooperatives that can operate
locally. For this reason, cooperatives do not need to provide further
information in order to maintain the registration. The registration is
revoked if the cooperatives have relevant issues or are closed.

Credit cooperative banks are registered also to a specific resister: the Bank
register hold by the Italian Bank Association (ABI). In the case of social
cooperative, there are specific procedures and requirements for the
registration of cooperatives. These requirements are: a basic capital and a
minimum of 9 members. All members are required to be competent in the
main field of activity of the cooperative (social services and care).

Given the mutual nature, cooperatives are eligible for tax concessions,
provided they fulfil the above mentioned requirements. Considering the
tax benefits, cooperatives are subjected to a specific monitoring system,
exerted by the public authority and the representative associations
(Federazione Trentina della Cooperazione).

Once operational, the cooperative might register to the Federazione
Trentina della Cooperazione and become member, like most of the coops
in Trentino.

In SWEDEN:

An economic association must be registered with the Swedish Companies
Registration Office (Bolagsverket) before it can start doing business.
Members of the association start the association and write the
association’s regulations. Registration has to take place no later than six
months after the decision was taken to form the association. Following
registration, the association becomes a legal person and is provided with
nationwide protection for its name. It is possible to use the online service
to apply for this permit. An economic association must have an auditor.
The auditor of smaller economic associations does not need to be an
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approved or authorized public accountant. It is enough if he or she is
competent for the assignment.

A non-profit organization is characterized by the purpose of non-profit
and / or that its activities are nonprofit. An association that promotes its
members' economic interests is not considered to be a non-profit purpose.
For such an association, such as a trade union, to be a non-profit
organization in the legal sense, the activities undertaken to promote the
purpose cannot be of a commercial nature. A nonprofit organization
cannot be both economic activity and aim to promote their members
financially.

A non-profit organization can apply for a corporate identity from the
Swedish Tax. It cannot be registered at the Swedish Companies
Registration Office (Bolagsverket).

Step 6 - Implement the Business Plan and Begin Operations

You can now begin operations! Just implement your Business Plan
and keep in mind that a successful business means about 1 - 2 years of
hard work!

Do not forget your social mission and try to find a way to measure your
social enterprise’s impact.

We propose you some examples of impact indicators to be used:
1. Outcomes: results achieved and lessons learned
® Yearly social and economic results — every 5 years since start-up,
and/or the last 3 years
® Assets (raw numbers), Capital (raw numbers), Production,
® Turnover /Sales, Profit/Loss
® Social benefits - describe the benefit to members (membership),
indicators used to evaluate the enterprise.
2. Describe in a few words the broader social /
environmental impact in your community — spill-over
effects, in the last 3-5 years.
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3. Key issues in governing and managing successfully a social

enterprise

3.1 Participatory Governance. Governance structure

Governance is formally defined as “systems and processes that ensure the
overall direction, effectiveness, supervision and accountability of an
organization” (Cornforth, 2003). Governance mechanisms can include
governing boards, monitoring systems and signaling mechanisms like
reporting or codes of conduct'®.

In the case of social enterprises we can speak about a specific approach:
Participatory Governance. A social enterprise has a participatory nature
of involving the major parties or stakeholders affected by its activities and
the exercise of democratic decision-making, based on the idea of one
member - one vote, rather than capital ownership or shareholders.

Generally, there are three reasons for developing governance practices in
social enterprises'’:

® The need for transparency,

® The need for professionalization, and

® The need to assess and monitor the performance of social
enterprises.

In social enterprises, the governance structure is based on the General
Assembly, the Board of Directors and an independent supervisory body.
However, other actors are also called upon to play a role.

The General Assembly is, as in the classical enterprise, the sovereign
organ. It is composed of the members of the social enterprise, that is to say
natural or legal persons who meet the statutory membership requirements

18 Quoted from Schwab Foundation for Social Entrepreneurship, World Economic Forum
(2012), The Governance of Social Enterprises. Managing Your Organization for Success,
authors Schoning M., Noble A., Heinecke A., Achleitner A.-K., Mayer J.

19 Mertens S. (direction), La gestion des enterprise sociales, Editions des CCl SA 2010,
Belgique, p.273
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and who have an interest in the mission of the enterprise. Members enjoy
the broadest rights, including the right to vote, but their primary objective
is not to derive maximum material gain from the activities of the
enterprise. The General Assembly, which has the most extensive power,
decides on important directions of social enterprise. Its primary role is to
ensure the best interests of the social enterprise and the accomplishment of
its mission, approve the accounts and budget, decide on the appropriation
of surplus and appoint and dismiss the managers.

Regardless of the legal form of the organization of the social enterprise,
the Board of Directors is the one who governs, supervises and is
responsible for the organization's current activity. However, the degree of
involvement in the management of current activity depends on the size,
experience and usages of each organization, and it is expressed in
statutory provisions and in the organization and functioning regulations.

As arule, the scheme of an association's governance structure looks like
this:

GENERAL ASSEMBLY ‘

Censors
Commission

Executive



Finally, in social enterprises, other actors are called upon to play a
role in governance?:

As regards the internal stakeholders, first of all, as in the classical private
sector, there is a frequent presence of committees of directors and
members of management or staff in enterprises of a certain size to
compensate for the fact that the general meeting and the Board of
Directors meet very often during the year. Moreover, volunteers and
employees can also participate directly in the management of the social
enterprise, either because of their function which calls them to play an
important role in the decision-making bodies, or because the social
enterprise operates in a self-management way and that the workers also
own the business. It should also be borne in mind that in the case of social
enterprises, employees have the right to participate in the capital and
become partners.

On the external level, other actors, directly or indirectly concerned with
the activity of the company, may have a role to play in the governance of
social enterprises: this is the case of public authorities, as financiers; users
of services; municipal or regional authorities, etc. These actors represent
different interests on the one hand and, on the other, they exercise a
certain control over the social enterprise, to varying degrees and in
different ways.

3.2 Roles and responsibilities of the Board

Selecting appropriate Board members

The School for Social Entrepreneurs (2017) advises about how a social
enterprise could succeed to select appropriate Board members, considering
it is a good practice to have experienced people from a range of

20 Mertens S. (direction), La gestion des enterprise sociales, Editions des CCl SA 2010,
Belgique, p.283 - 284
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backgrounds as board members. In particular you should look for people
who are?’:

Genuinely interested in what you are doing;

® Supportive of the organization and what you are trying to achieve;
® Objective and able to help you get new perspectives;

® Willing to give you access to their expertise, contacts and wisdom;
® Able to critique and challenge you in a way that helps you grow.

In the framework of the project PROMETEUS - “Promoting social
economy in Romania through research, education and professional
training at European standards” (POSDRU ID 57672), trainers experts of
Civil Society Development Foundation developed extensive training
materials on Management of Social Enterprise. We quote below and in the
further section from responsibilities of the Board of Directors and major
differences between the Board of Directors and Management.

Major responsibilities of the Board of Directors™:

Mission

® Ensure that the organization has a clear, brief written mission that
expresses the core values and the reason why social enterprise was
created;

® Link the organization to the major issues faced by the organization;

® Review the mission statement annually in the light of internal and
external changes to the organization;

® To make known the mission of the organization by promoting it in
the community.

Overview
® FEngage in strategic planning of the organization;
® Make a regular review of the organization examining both programs
and services, as well as management, structure and capacity;

21 https://www.the-sse.org/resources/starting/how-to-establish-a-social-enterprise-
board/, retrieved in August 2017

22 Dreossi B., Misu S., Chapter 5 - Processes and decisions in governance of social
enterprises, Management of Social Enterprises training material, FDSC - IES 2012
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Adopt and periodically review an ethics code and conflicts of interest
policies;

Understand and respect the relationship between the Board and staff;
Carefully select the CEO, and provide a clear description of
responsibilities and relationships;

To support the CEO and the Executive - Board of Directors
relationship through a regular evaluation;

Ensure high-quality leadership;

Make the Board self-evaluation part of ordinary work.

Resources

Formulate a fundraising strategy;

Encourage each member of the Board to make a financial
contribution as much as possible, and to play an active role in raising
funds;

Ensure that at least one of the board members has expertise in
finance;

Approve and monitor the annual operating budget;

Analyse the regular financial reports of the staff;

Ask for an annual audit by an independent person.

Image in the community

To listen to the needs and interests of the main and potential
supporters;

Be active community ambassadors, promoting the organization's
message and achievements, and bringing community perspectives to
the Board and staff;

Ensure that the organization has a marketing and public relations
strategy that supports the image;

Seek leaders in media, business, government institutions, education
to inform them about the organization;

Develop policies to support image-related activities.
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3.3 Board and Management in social enterprises — Who takes the

lead and when?

Considering the leadership in a social enterprise, it is very important to

know when the Board of Directors takes the lead, when the Executive

Director takes the lead, and when the Board, President, Executive Director
and the staff must share the leadership®*:

The Board takes the lead when:

Defines the values of the organization that act as a guide to the
policies that lead to the mission;

Engages, supports and evaluates the Executive Director;

Opens doors in the community to raise funds;

Approves the annual budget, ensures that there is a yearly financial
control;

Select and direct new members of the Board.

The Executive Director takes the lead when:

Develops and proposes policies that are subject to Board debate;
Employs, motivates and supervises the staff;

Develops and implements programs;

Informs and educates Board members on the priorities and programs
of the organization.

The Board, the President, the Executive Director and the staff share the
leadership when:

Develop a strategic plan;

Create a fundraising plan;

Initiate and implement regular assessments of the organization;
Prepare the meetings of the Board.

23 Dreossi B., Misu S., idem
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The health of the organization depends on an effective and flexible
partnership between the Board and the Executive.

® Open and regular communication between the President and
Executive Director;
® The desire of all parties to clarify personal and other assumptions;

Feedback / regular evaluation;
® The partnership may require a redefinition as the organization grows
in size and complexity.

As in any ordinary business, management of social enterprises should
follow 5 basic steps of the management process:
1. Definition of Objectives
Planning
Presenting the planning
Support and monitor

wohk W

Evaluation

The management process of social enterprises should focus on clearly
defining the social and economic objectives of the social enterprise, on
participatory planning and presenting of the planning, involving all
important stakeholders of the social enterprise, on efficient support and
monitoring ensuring the right balance between social and economic
dimensions of the social enterprise, and on an evaluation - both of the
economic performance of the social enterprise, but also of the social
impact.

Management process is very important for social enterprises, especially in
financing (financing current expenses, financing investment expenses,
managing financing mix), marketing (adapting marketing approach to
social enterprise specificities, social marketing, relational marketing),
human resources (attracting skills, managing diversity of human
resources, managing volunteers).
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Learn from others

Each of the best practices identified in the New Crops project includes
distinctive sections on the business strategy adapted over time by the
social enterprise, the way this business strategy integrates innovation to
improve economic performance, in close relation with members, the
social mission and the impact it generates to the local community. Few
experiences are listed below.

Vicasol SCA (Spain)?* has developed a successful growth model based

predominantly on the steady integration of more growers, the majority of
which are family farmers. It focused on obtaining profits through the
optimization of the conditions for the members and to make their
products more profitable in national and international markets. Having
the members involved and interested is paramount. The cooperative
provides the great support “to improve their facilities and economic
activities: subsidies management, fiscal and legal services, sample
analyses, quality advice and technical services”. “A substantial
percentage of the benefits is invested in R&D activities that seek to
develop and implement new production technologies and techniques (e.g.,
ecological production, biological control, traceability system, etc.),
update members’ facilities and farms and to launch new products and
varieties and improved packaging. Example of innovations: products with
a longer duration postharvest (longer shelf-life), extension of the
traditional calendar for production of the crops, new environmentally-
friendly packaging for products produced with biological control
(cardboard and plastics are re-usable), development of a new variety of
tomato (“tomato intense”) for professional cooking, robotization and
automatization of the facilities to improve the effectiveness and efficiency
of the processes.

24 Detailed case study is available online
http://www.ies.org.ro/library/files/new_crops_es_case_study_2_vicasol_en.pdf
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Public authorities’ support, direct or indirect, for the development of the
social enterprises, facilitating access to markets or simply being a
significant client of social enterprises services is significant, most often in
Sweden, but also in Italy to a certain extent. As in the case of Lantgarden
(Sweden)*, “the contact with the municipal government is fundamental.
Without good contact with politicians and officials from the municipality,
it is very difficult to start and run a work integrating social enterprises.
There is also a close cooperation with the employment service and the
social insurance offices. (...) The public farm activity is paid for by the
municipality and contains demands of certain animals and certain crops
to be held on the farm. There must be an average of open hours at least
five hours a day on a yearly basis and there must be a farm-host present
during these hours. People further away from the labour market (due to
long time sickness, unemployment, disabilities or newly arrived to the
country may work on the farm. Mostly paid for by the Working Agency of
Sweden, this co-operation is recently started.”

A.L.P.L. (Italy)* looks for competitiveness, but invests in assisting their
workers to fulfil their social mission. “The business model is

Straightforward: it contracts with local firms looking to outsource
production, and provides workers. The cooperative also generates
earnings through production of their own saleable items: textiles, dog
bags and recycle of old sanitary tools (i.e. wheelchairs turned into
fashionable chairs). The cooperative gains clients not through a plea for
charity, but by providing diligent, responsive, cost-competitive labour that
firms are happy to use. As trainees assemble items, package orders, and
enter data, they earn a wage and also receive mentorship and tutoring
from support staff- Partnerships with local businesses ensure that trainees
learn up-to-date, applicable skills. (...) The cooperative’s success lies in

continual support and assessment that start from the very moment trainees

25 Detailed information on the case is available online at:
http://www.ies.org.ro/library/files/4_sweden_lantgdrden_economic_association_dis.pdf

26 Detailed information on the case is available online at:
http://www.ies.org.ro/library/files/1_italy_a.l.p.i_dis.pdf
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come through the door and continues long after graduation. The journey
begins with an in-depth evaluation to determine an individual’s readiness
for a long-term career and to discern appropriate projects for each
trainee. A.L.P.I. also immediately initiates a search for a fitting job in the
community. Beyond the intense focus that each trainee receives during
their time at A.L.P.1., a full-time support worker provides long-term job
placement and guidance to former trainees after their transition to
permanent positions.”

Risto 3 (Italy)?’ distinguishes itself for its constant attention to the

well-being of its employees (the female presence within the cooperative
has always been very high - 91% in 2014), thanks to several initiatives
funded by specific local financing programs aimed to support the
wellbeing of people with special needs and their families, or providing
facilities and opportunities such as: the creation of a Risto 3 library,
offering discounts on season tickets for the theatre, scheduling flexibility
to allow a better work-life balance, establishment of the Solidarity Fund
“Risto 3 Insieme” (Risto 3 Together) shared by all employees aimed at
supporting specific needs expressed by workers, agreements with the
healthcare sector,; different saving opportunities with several local
organisations (insurance companies, medical assistance cooperatives).

Generally, the management tools aim at improving the efficiency and
rationality of the decision-making within an enterprise, ensuring that the
actions and behaviors of each business partner contribute to achieving the
objective pursued, having as major finality the maximization of the profits
for the owners. In contrast to the traditional corporate case, “The
professional management of social enterprises must therefore be done in a
way that respects their goals, their values, social enterprises will not be
forced to borrow management models that are unsuitable for their
particular needs. (...) The professionalization of management also implies
the capacity to evaluate and to be accountable to the stakeholders:

27 Detailed case study is available online at:
http://www.ies.org.ro/library/files/new_crops_it_case_study_3_risto_3_en.pdf
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customers / users, funders, workers, politicians. Beyond the legitimacy of
the objectives they pursue and the coherence of the management model
they intend to implement, social enterprises are now called upon to make
progress in evaluating and demonstrating their overall performance.”®

28 Mertens S. (direction), idem, p.454 -455
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