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The insertion into the labour market through the
social firm

INTRODUCTION
The main objective of the thematic work group was to
increase knowledge and experience of placement into
employment within social cooperatives. It was generally
thought that this type of employment can provide the
two basic needs of “support” and “non-discrimination”
in the workplace.  It is often difficult to provide a
working environment where both these needs are met.
Within a sheltered workshop there is a protected
working environment but a lack of integration, while in a
more open or integrated employment setting there is
often a lack of protection and support.
At the beginning of the work process, an analysis and
comparison between the local and national experiences
of the partners was undertaken.  Within this initial re-
search, it was necessary to include not only social coo-
peratives but a range of different organizations - which
in the different partner countries have similar aims,
objectives and working methods.
For this reason it was necessary to find a suitable defi-
nition for the kind of firms under consideration. The
characteristics of the businesses we were interested in
are the same as a social firm, but there were also some
additional specific elements.  To complicate this, in Eu-
rope there was not a common legal and conceptual de-
finition. Other previous European projects had encoun-
tered a similar problem. The CEFEC project in particu-
lar, had devised a definition , which included the diffe-
rent kinds of social firms which work in the field of em-
ployment of disadvantaged people.  This definition al-
so differentiates between initiatives which offer real job
opportunities and those which have a professional trai-
ning, rehabilitation or charitable purpose. Consequen-
tly, the thematic work group decided to devise a new
definition for initiatives working in our chosen field. 4544
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tes. Generally, their legal status is si-
milar to commercial companies, but in
some cases is also similar to state ow-
ned companies e.g. in France (law
1901) where the funding is public and
the ‘societies’ running the sheltered
workshops are private.
In Italy and Belgium there is a legisla-
tion supporting companies who opera-
te with a social purpose.  In Italy
however, cooperatives can be the only
firms with a social purpose.  In Sco-
tland the law provides for two kind of
companies, profit making and non-
profit making. Generally the legal sta-
tus of the social firm is the same as
that of a non-profit making company.
On the whole these businesses are si-
milar to social cooperatives i.e. the
mutual aid aim of cooperatives is simi-
lar to the social objectives of a social
firm.
In countries where sheltered work-
shops are transforming into social
firms, these companies are changing
their legal status to that of a social
cooperative.  Some social firms a non-
profit making purpose fixed in their
articles and statutes.  Others retain a
profit motive, but generally these
profits are retained to finance the de-
velopment of the company.  In Italy
for example, social cooperatives can
produce profits, but only a small part
of these profits can be distributed to
the staff.  The majority of retained
profits must be re-invested in the
company.  In addition, if the company
ceases to trade, any monies invested
by staff are returned to them.  Any
other funds realised on the closure of
the company are placed in a common
development fund used to support
social cooperatives.

PROPERTY
Many co-operative organizations are
private but include participation on
the part of public institutions.  The
nature of a private business can at ti-
mes contrast with the purpose of a
social firm, yet, a private firm can al-
so develop a policy of integration in
addition to a having a charitable pur-
pose. The staff, including people
with disabilities, own or have shares
in the property of the firm.  In this
way social firms are consistent with
the objective of social integration.
For instance, in Italy, all social firms
are cooperatives and the vast majo-
rity of employees have shares in the
property of the firm.  Employee par-
ticipation in the ownership of the
company encourages responsibility
and fuller participation in the pro-
ductive and commercial activities of
the firm.

FUNDING AVAILABLE TO FIRMS
Public institutions often provide fi-
nancial support to social firms.  They
can provide financial support
towards investment, management
and labour costs. Public intitutions
are often an essential element, as so-
cial firms have great difficulty in ac-
cessing private finaance. These diffi-
culties relate in some part to the pro-
fit restrictions placed on social firms.
Some specific initiatives have solved
this serious funding problem.  They
have become specialists in gaining
private and public funds, which can
then be used fo finance the develop-
ment of social firms.

ACTIVITY FIELDS
Social firms work in many diffferent 46

THE CHARACTERISTICS OF A
SOCIAL FIRM
• A social firm is a business which em-
ploys disabled people or other peo-
ple disadvantaged in the labour
market
•It is a business which uses its pro-
duction of goods and services to fulfill
its chosen social purposes
•A significant number of people em-
ployed within the business must be
disabled people or other people di-
sadvantaged within the labour market
•The entire staff of the firm receives
an ordinary salary or salary proportio-
nate to the work undertaken, but not
to productive ability
•The work opportunities within the
firm should be the same for disadvan-
taged and non-disadvantaged staff
i.e. all workers have the same rights
and duties

SOCIAL FIRMS WITHIN THE LO-
CAL /NATIONAL CONTEXT
The analysis and comparison
between national and local situations
within the partner states has indica-
ted the following general picture rela-
ting to social firms.

NATIONAL DIFFUSION
In some areas social firms occupy a
traditional place within the economy
and their numbers are significant in
comparison to other enterprises
within the general labour market. Al-
ternatively, in other areas social firms
are more ‘experimental’ in nature and
their representation is small.  These
initiatives often occupy an interme-
diate position between sheltered
workshops and more traditional firms,
moving towards the more accepted

characteristics of a social firm.
Italy and Germany have the most si-
gnificant social firm tradition. In Italy
there are around 2,000 social coopera-
tives (operating as type b enterpri-
ses), which employ approximately
44,000 people (including 16,000 em-
ployees who could be considered di-
sadvantaged within the general labour
market).  In Germany there are consi-
derably fewer firms than in Italy, but
their number is still significant with
over 250 firms in existence.  The Ger-
man social firm tradition has been
built up over the past 15 years.
In Belgium a development process
has been initiated to create a number
of social firms.  This process relates to
existing sheltered workshops and
seeks to create more open and inte-
grated working environments.  The
process is also backed up by new legi-
slation.
In Scotland, a small group of social
firms now exists built on the initial
success of a previous European fun-
ded initiative.  A process of awareness
raising and support has lead to increa-
sed recognition at a social and politi-
cal level, accompanied by an accep-
ted definition of what constitutes a so-
cial firm.
In France, social firms do not exist.  A
sigificant national network of shelte-
red worshops provides employment
for disabled and other disadvantaged
people.

LEGAL STATUS
In the European Community a specific
legal status relating to social firms
does not exist.  Therefore, the social
firm is a type of company provided for
by the laws of individual member sta-
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productivity levels and the firms are
strongly perceived as charitable intitu-
tions (as opposed to functioning and
competitive businesses).
Social firms employ people with va-
riety of different disabilities.  Some
firms work only with a particular disa-
bility (as a matter of tradition or throu-
gh choice), other firms employ people
with a variety of different disabilities.
In general social firms are open to any
disabled person, provided their abili-
ties are compatible with the producti-
ve activities of the firm.  Some social
firms build up a wider range of activi-
ties, assisting with the employment of
people with different disabilities.

MAJOR PROBLEMS
The analysis undertaken by the
SYNJOB thematic work group indica-
ted a number of problems which pre-
vent social firms from 
• achieving their productive and com-
mercial objectives, and 
• the effective integration of disabled
employees
The following problems and organisa-
tional needs are not common to all
firms in the various partner states.  So-
me social firms have already identi-
fied solutions to some of these pro-
blems. These solutions have been
identified in the good practice section
of this document.
• Lack of specific legislation relating to
social firms and of national policy to
supporting the development of this
employment sector;
• Difficulties in obtaining finance for
firms through private/public invest-
ment and banks;
• Lack of management capability and
experience within firms e.g. financial

administrative, production control,
marketing etc.;
• Salaries paid below the industry or
market standard;
• Levels of productivity lower than
industry or market standard due to
the nature of the workforce em-
ployed, organizational problems and
low levels of investment;
• Difficulies in developing and main-
taining commercial relations with or-
dinary firms;
• Inconsistent support from public
institutions;
• Company size and capabilities pre-
venting an improvement in the com-
petitiveness and quality of products
services;
• The social difficulties and problems
experienced by disabled employees
which detract from their work perfor-
mance and personal relations within
the firm.

GOOD PRACTICE
The group of work about the social
firm has identified the following good
practice in the areas of Legislation,
Financial Support & Investment, Pro-
fessional Training and Advice, Coo-
perative Networks, Cooperation with
Public Agencies, Workplace Support
for Disabled Employees and Tax 

EXEMPTIONS FOR SOCIAL
FIRMS:

LEGISLATION:
BELGIUM

In Belgium there are approximately
75 social firms.  In accordance with
the Law of 13th April 1995 a social
firm is a normal company which ope-
rates on a ‘not for profit’ basis.  Social 48

fields and economic sectors.  There is
potentially no restriction on the type
of business activity a social firm can
undertake.  In practice, the availabi-
lity of funds is the major business
constraint.  Consequently many firms
work in activity areas where capital in-
vestment is small and labour is more
important. Therefore the majority of
social firms produce traditional rather
than complex goods and services.

SIZE OF COMPANIES
In general social firms are small in si-
ze, creating a friendly and sociable of
working environment which supports
the integration of disabled and other
disadvantaged workers.  Sometimes
firms remain small because they find
it difficult to increase their productive
capacity.
In Italy however, some firms have ex-
perienced significant growth.  These
examples show it is possible, starting
from a position of stable funding fun-
ding and relevant experience, to
build up medium size firms.

SALARY
An equal salary for all employees is a
typical characteristic of a social firm.
This wage equality is often quite diffi-
cult to put into practice. For example 
a) when only disabled people are em-
ployed in the firm (as in the case of
sheltered workshops) this type of sa-
lary restriction is often applied, but in
practice separates them from other
workers; 
b) when a disabled employee’s salary
is different from other workers (for in-
stance in Italy some social cooperati-
ves reduce the salary paid to disa-
bled employees for the initial three

years of employment); 
c) when all employees receive salaries
below the accepted industry standard
i.e. disabled and non disabled staff.
These distinctions and variations in
salaries are generally a result of lack of
funds available to the firm.  In Italy so-
cial cooperatives find it difficult to
guarantee a standard salary because
of variations in production and irregu-
lar working.  In general disabled and
non disabled staff perform similar du-
ties, but it is still unusual for disabled
employees to occupy managerial or
other positions of responsibility.

STAFF TYPOLOGY
The proportion of disabled people
employed in social firms varies from
country to country.  In general the
number of disabled workers varies
from a minimum percentage of the
workforce (where this type of directive
exists) through to the entire comple-
ment of staff.
Experience has shown that a signifi-
cantly high proportion of disabled em-
ployees within a workforce creates two
major problems.  The first one is fairly
obvious in that where only disabled
people are employed, social integra-
tion is not possible.  The second one
is that too few non-disabled em-
ployees decreases the level of addito-
nal support available to employees
who have a disability.  In Italy the mi-
nimum number of disabled people to
be employed (in a social cooperative)
is 30% of the whole workforce.  Eviden-
ce shows that a good balance between
the two ‘categories’ of workers has im-
proved levels of productivity.  Where
the proportion of disabled employees
is very high, there are problems with 



51

tely 16,000 are disabled people.
The social cooperative is a non-profit
making firm, which protects work op-
portunities for disadvantaged peo-
ple.  They exhibit characteristics of
self-management, employee partici-
pation and flexible working practices
within the organization.  They are
different from sheltered workshops –
not separate but part of the market,
where disabled and non-disabled
people work together.  Founded on
the notion of solidarity, the social
cooperative is not charitable, but a
wealth creating entity which provi-
des its associates with decent inco-
mes, social protection, security and
confidence in the future.  It also ope-
rates on the premise that a disabled
associate is also an entrepreneur.

FINANCIAL SUPPORT AND INVE-
STMENT FOR SOCIAL FIRMS
Social firms have great difficulty in ob-
taining credit or loans from banks to
support investment and development
projects.  The traditional banking sy-
stem generally asks for personal gua-
rantees from associates, prior to provi-
ding any credit or loans.  In Italy, re-
cent developments have included the
creation of organisations that provide
finance for (among others) socially
oriented employment projects.  These
include the Ethical Bank and the Cre-
dit Consortium.

ETHICAL BANK
The ethical bank provides finance to
non-profit making organizations.  In
this way it supports social and econo-
mic activity involving disadvantaged
people, as well as their individual de-
velopment.  This type of bank can only

use its funds to support ethical acti-
vities, and informs its depositors
about the utilization and distribution
of funds.

CREDIT CONSORTIUMS
The credit consortiums are created
by non-profit organizations in the
form of member cooperatives or
associations.  They manage (under
the guidance of specific legisla-
tion), the bank savings of their as-
sociates.  The money is used to fi-
nance social and economical activi-
ties which include the develop-
ment of fair trade, social coopera-
tion, protection of the natural envi-
ronment, the defense of human ri-
ghts, cultural and human develop-
ment, specialist studies and re-
search, professional training about
other non-profit activities.  These
organizations make it possible to
develop a range of non-profit acti-
vit ies which tradit ional  banks
would not normally finance. 

PROFESSIONAL TRAINING AND
ADVICE FOR SOCIAL FIRMS
In the UK, the Social Firm Support
Group organizes a range of seminars,
conferences and training events.
These activities deliver practical sup-
port and advice to organizations and
individuals who operate or are plan-
ning to develop social firms.
In 1999 a residential summer school
for social firm managers was organi-
zed.  The subjects covered included
marketing, employment issues, con-
tracting, management skills and a
range of other relevant topics.  Some
European based social firm manager
participated in this event and a ran-50

firms to all intents and purposes are
organized and managed as regular
firms, developing their own invest-
ment plans, operating in high quality
fields and creating employment.
The social firms are not regarded as a
new kind of commercial company, as
all existing companies can become
social firms by changing their existing
articles / constitution.  In order to be-
come a social firm, a company must
include the following elements in its
articles / constitution:
• that the firm is a non-profit-making
organization
• that all the activities of the firm ha-
ve a social purpose
• the profits made have to be divided
/ apportioned according to the stated
aims of the firm
•when the firm obtains a direct profit
for its members / partners, it must not
exceed the interest rate fixed by the
law (presently the rate is 6%)
• that management must produce an
annual report giving information on
how the firm has performed and mo-
ved towards achieving its objecti-
ves.  This annual report should also
include a detailed financial section
relating to the main activities of the
company.
Social firms can receive public finan-
cial support to assist with business
development, investment, research
and innovation etc.
The categories of staff employed
within the social firm can be:
• a worker: who is directly subordina-
te to the management / board of di-
rectors
• an associate: who owns part of the
capital stock
• a mandate holder: who has inde-

pendent status, is not employed by
the company and can work in diffe-
rent firms
To create a new social firm it is neces-
sary to incorporate the previously
specified conditions in its articles /
constitution, in addition to having
adequate capital.  Where an existing
firm becomes a social firm, it is also
necessary to have the unanimous ap-
proval of the associates.
In the region of Wallonia, approxima-
tely 5,300 disabled people are em-
ployed in social firms.

ITALY

In Italy, social cooperation is regulated
by numerous regional Laws and by the
National Law n. 381 (issued in 1991).
This legislation provides for exemp-
tion from payment of welfare contribu-
tions for disadvantaged employees,
and particularly for disabled people
(who have a degree of disability / im-
pairment of at least 46%).  It also pro-
vides exceptions to laws relating to
the award of public contracts (within
the limits fixed by the European Com-
munity).
Type B social cooperatives, which
concentrate on the employment of
disadvantaged people, have lower
levels of economic and productive
activity and organizational capability.
In spite of these limitations and pro-
blems, social cooperatives represent
a growing movement within the Ita-
lian economy.  Their recognition
within, and contribution to the eco-
nomy, has been assisted by this im-
portant judicial and legislative sup-
port.  There are currently about 2,000
Type B cooperatives, employing
44,000 people, of which approxima-
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ber firms. The pools of firms are also
able to contribute more strongly
towards the development of new pu-
blic policy and legislation concerning
the social cooperative movement. 

COOPERATION WITH PUBLIC
AGENCIES
In France both sheltered workshops
and ‘temporary work firms’ can come
to an agreement with public agencies.
The second category of organization in
particular can only make 3-year agree-
ments.
The agreement fixes:
• the general characteristics of the firm
and the disadvantaged people placed
withor employed by the company
• the amount of the public funding
• the type of contract
• the nature of the training and sup-

port given to the disabled person in
the workplace
‘Intermediary Associations’ make an-
nual agreements with public agen-
cies to ‘match’ disadvantaged people
(disabled people, unemployed peo-
ple, etc.) with companies. The asso-
ciation arranges contract with compa-
nies who are looking for new staff.
People can be employed with con-
tracts lasting up to 240 hours.
As previously mentioned, in Italy the
Law n. 381 (issued in 1991) allows pu-
blic agencies to make agreements
with social firms, within limits fixed
by the European Community.

WORKPLACE SUPPORT FOR DI-
SABLED PEOPLE
In Germany, non-disabled staff within
social firms give support to fellow di-52

ge of specialists were engaged to lead
the training.  It has been the first fo-
rum aimed at bringing together social
firms managers in the UK.
The Social Firm Resource Centre col-
lects and stocks all available material
on social firms.  This includes publica-
tions, research papers and audio-vi-
sual materials.  This material is gene-
rally available to interested parties
throughout the UK.  Examples mate-
rials held in the Resource Centre in-
clude 
• “The Social Firm Handbook”:  first
printed in 1997, this UK publication
defines and describes social firms
with chapters on philosophy and
ethos, management, finance and re-
cruitment
• “The Marienthal Network Sum-
mary Report”:  Marienthal is a Hori-
zon funded network of European
social firms.  This report describes
the national projects, products and
outcomes of working groups held
through 1996/97
In Germany, the F.A.F. (an associa-
tion for work initiatives and com-
pany projects) combines and coor-
dinates the different categories of
social firms.  It also has a training
and advisory role, working with so-
cial firm managers and groups set-
ting up new firms.  F.A.F. also carries
out research and analysis work on
the employment of disabled peo-
ple.  Through 1995-98, F.A.F. coordi-
nated 17 projects within the afore-
mentioned Marienthal network.
In Italy, pools or associations of
cooperatives deliver professional
training and advice to social firm
managers. In addition a number of
Universities have now started to

deliver specific courses aimed at so-
cial firm managers.

COOPERATIVE NETWORKS
A good practice example is the crea-
tion of social firm pools or networks.
In Germany the previously mentioned
F.A.F. coordinates different types of
firms which employ disabled people.
The F.A.F., was established in Berlin in
1980 by a number of associations
working in the field of employment
rehabilitation and labour market in-
sertion of disabled people.
Some of these firms are self-suppor-
ting companies, integration firms, so-
cial firms, companies offering part ti-
me jobs, service firms and sheltered
workshops. The most common type of
firm is the self-supporting company,
which have been in existence for
about 20 years and are almost all non-
profit making enterprises.
In the UK, the Social Firm Support
Group has facilitated the creation of a
series of regional social firms
networks.  A good example of this is
Social Firm Development Network in
Birmingham.  A number of new
networks are in the process of being
launched.  The most important activi-
ties of these group are: network coor-
dination and support, training and
information provision and sourcing
new funds.
In Italy pools of cooperatives create
synergies through collaboration
between the social firms.  They have
created a number of ‘umbrella’ asso-
ciations that deliver a range of servi-
ces to member firms e.g. accounting
and financial services, marketing, ma-
nagement support etc.  There is a con-
sequent reduction in costs for mem-

Gio Batta Falda particolare di incisione Ariccia
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states.  Consequently, a range of
complementary laws supporting the
social economy does currently exist.
Despite this lack of political support
and legislative regulation, experien-
ce throughout Europe indicates that
social firms are effective in placing
disabled people into employment,
encouraging integration and direct
participation in the labour market.
The SYNJOB thematic work group
agrees on the uniqueness of the Ita-
lian experience.  The Italian model is
the most advanced and is still deve-
loping at some pace.  Comparison
with the Italian model also underli-
nes the considerable efforts made
by other countries to develop and
strengthen social firms and the their
broader social economies.
In every country there is a strong
trend towards increasing the number
of social firm initiatives and ‘umbrel-
la’ organizations that support the
creation of new firms which combat
segregation and the concentration of
disabled people in sheltered work-
shops.
The thematic working group identi-
fied some important themes and
needs.  Implementing the elements
detailed below would assist  the
long-term development of new and
existing firms, and help consolidate
the position of the social economy
within the broader economy 
• there should be appropriate and
supportive legislation in each coun-
try which assists the development of
individual social firms and the broa-
der social economy - current Italian
and Belgian legislation are examples
of how this approach can be useful;
• support should be available to help

increase the competitiveness of so-
cial firms within the broader market,
though the implementation of a bet-
ter managerial culture and increased
managerial capacity within firms and
improvements in the range and qua-
lity of products and services made
by social firms;
• sufficient funds should be availa-
ble to help social firms develop
their markets and entrepreneurial
abilities;
• there should be more precise defi-
nition of the percentage (of the total
workforce) of disadvantaged people
employed within a social firms – e.g.
the social firm should not employ
only people with mental health pro-
blems, and the employment oppor-
tunities on offer should also interest
non-disabled people;
• more extensive training opportu-
nities should be available to disad-
vantaged workers within the firm,
encouraging greater participation
and involvement in management
activities;
• there should be greater wage pa-
rity between disabled and non di-
sabled people who do the same
kind of work, and the opportunity
for disabled people to perform ta-
sks in accordance with their abili-
ties;
• there should be to stronger
working relationships and agree-
ments between firms and public
agencies;
• there should be adequate sup-
port for business development and
technological innovation through
more flexible and innovative rela-
tionships with the banks and other
funding agencies.54

sable employees 
• by giving practical and technical
work related assistance and advice;
• by giving social support and advice
which assists with personal develop-
ment and the acquisition of life skills;
• through the creation of a positive
social environment within the firm
and the prevention and solution of
conflicts.
In France, in the ‘Interim d’Insertion’
non-disabled staff provide support to
disabled employees, helping them
adapt to the place of work.  This sup-
port takes the form of continuous te-
chnical assistance, professional work
related training, and psychological,
medical and social assistance.
In addition, the Support Centers for
Work offer disabled people the possi-
bility of trial work periods.
In this period skills and abilities are
identified, and the person can try a
number of activities or positions in
the firm before a decision is made on
the right option for them.
In Italy, generally (within type B social

cooperatives) there are not specialist
staff who have the task of supporting
disabled employees in the workplace.
This task is normally carried out by
non-disabled work colleagues or vo-
lunteers.  The specialist staff of so-
cial and medical services can provi-
de support to the disabled person
outside the workplace.
In the UK, disabled employees (of
any company including a social firm)
can take up assistance through the
national Employment Service’s Ac-
cess to Work programme.  Access to
Work provides a wide range of tech-
nical, practical and personal assi-
stance, including e.g. 
• help with the costs of traveling to
and from work;
• technical aids and adaptations to
equipment;
• adaptations to the working envi-
ronment;
• personal support in the workplace
e.g. job coaching, communication
assistance etc.

TAX EXEMPTIONS FOR SOCIAL
FIRMS
As previously explained, in Italy, the
national law n. 381 (issued in 1991)
provides an exemption from payment
social security related taxes for disad-
vantaged people, and in particular for
disabled people who have been as-
sessed with a disability / impairment
of at least 46%.

CONCLUSIONS
The on-going development and pro-
motion of the social economy must
be strengthened by real political
support.  This has not been the ex-
perience in the majority of Europe 


