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	Rationale for the Development Partnership
	


The development partnership consists of 5 economically operating social enterprises of the 3rd system: a research institute, company combines and political representatives as well as a bank. The aim is to develop and implement a holistic social and economic controlling system. During the preparatory phase, generalizable business economic instruments and measuring methods are being developed and tested. This serves to make transparent the economic and social acting potentials – but as well the delimitations of social enterprises - in order to strengthen the social political and legal identity and the acknowledgement of social enterprises. Sectoral outline of the problem During the last few years, the "Third System" has got established beneath the private first sector and the public second sector as third pillar of the European employment policy. The 3rd system is characterized by a multitude of social enterprises which are democratically organised and socially oriented and which produce and offer market and economy oriented socially needful products and services. In the European debate, the Third System and social enterprises are considered very effective in creating jobs for socially disadvantaged individuals and individuals whose capacities are somehow limited. In the EU Member States, it is acknowledged that these organisations play an important role in the combat for full employment. The significance of this new economic sector is reflected by political debates on legal forms, promotion programmes and sustainability in all EU countries. In France, Belgium and the countries in the South of Europe, social enterprises are primarily regarded as an element of the solidaric economy. Yet, in other countries, these enterprises consider themselves as part of the social economy or, within the framework of employment promotion, as Wiedereingliederungsgesellschaften (re-integration enterprises) and/or Beschäftigungsgesellschaften (employment companies). Despite the increasing relevance of social enterprises quite a number of systematic questions are still unanswered. In summer 2000, the European pilot action "Third System and Employment" submitted a half-time balance. It contains a number of key topics which must soon be discussed within the Third System (pp 16). One of those key problems is subsumed under the title "Employment at what cost?". The question raised here is "at what cost for the public purse" "thousands upon thousands of little examples of success (of social enterprises) in creating jobs can be extended in a way" that the permanent trend of employment stagnation of the last four decades in the EU can be reversed. A further key topic is the appropriate form of public funding for the economic sector "Third System" because the existing practice of subventions often implies "dependences" and "difficulties", e.g. the often made reproach of "unfair competition". These are important questions on the agenda of social enterprises of the Third System which have, however, only rarely been systematically discussed although there is enough empirical data in the form of successful start-ups from the 1980s and '90s. It is thus necessary that social enterprises much more actively face this - partly critical - debate and that they make their structure and working method more transparent. The foreseen EQUAL project is situated in this context. Since the general labour market will not be able to achieve full employment in the near future, especially for socially disadvantaged groups, it is one of the major tasks of the European employment policy to provide this target group with permanent jobs. This particular domain has become one of the activity fields of the community-oriented 3rd system because, in contrast to the private system, the ideal of social enterprises is to link up social and economic objectives. The initiators of the sectoral development partnership “Third System” are not as daring as to say that only social enterprises of the Third System were able to reverse the employment stagnation in Europe. Yet, it would be a small but important success for social enterprises in Germany if they could more profoundly than hitherto develop their special social and economic competences in the field of permanent employment for disadvantaged groups and sustainably implant them into the German and European labour market policy. It is the central aim of the EQUAL development partnership to create the necessary social and economic framework conditions as well as the ones concerning management and organisation. Pragmatic information on the conditions of success for social entrepreneurial activities will also be presented. It will comprehensibly be demonstrated why and how these enterprises can contribute to the affordable creation of paid employment for socially excluded individuals. The European attitude towards employment and labour market policy Since the Luxembourg employment summit, the priorities of the European employment strategy were quite clear. The central objectives of this strategy are the promotion of employment in all Member States along four pillars: employability, entrepreneurship, adaptability and equality. As part of the Third System and/or the social or solidaric economy, social enterprises help to improve the employment situation in all 4 sectors through their integrated employment approach. This is impressively documented by N° 12 of the Employment Guidelines which declares that the Member States are willing to take all possible measures to create employment within the social and/or solidaric economy at local level as well as through new activities which cover needs yet unmet by the market. Obstacles which could prevent such measures are to be identified and eliminated. Covering all pillars of the employment policy, social enterprises primarily aim to provide services and products at local level and to create suitable jobs especially for disadvantaged groups of individuals (in this respect they partly differ from other enterprises of the social economy). Milestones for the development of the Third System In order to implement this general ideal of social enterprises, the European economic and social committee has, in its statement of 1st March 2000, asked the social economy to carry out the following activities: - to establish national and European coordination offices - to set up information networks - to cooperate with the rest of the economy and the trade unions - to establish partnerships with communal and regional authorities - to develop and apply methods to measure the economic and social capacity, e.g. appropriate social testing methods and rules for an improved management - to set up strategic development centres - to develop a benchmarking system - to commit themselves to strengthening the sector, e.g. by larger social economic enterprises' and organisations' presenting managing change reports - to present good examples demonstrating the development of special competences, work organisation or equal opportunities - to use all possible EU programmes, above all those which promote the development of human resources In contrast to the high significance applied to social enterprises in view of the Luxembourg process and the objective of full employment stated in Lisbon, the acknowledgement of these enterprises and the creation of framework conditions has only been started in few EU Member States up to now. This project is designed to improve this situation. The Third System in Germany By addressing the Third System, the European economic and social committee has at the same time fixed the core aspects that must be discussed among the actors of this system in the future. The Arbeitsgemeinschaft 3. System in Deutschland (Working Group 3rd System in Germany), in which the applying organisations are taking part as members, is dealing with these tasks. The Arbeitsgemeinschaft Drittes System regards itself as a group, consisting of Third System initiatives and social enterprises in Germany, which aims to improve the popularity and acceptance of the Third System at the political level in Germany. This project proposal is part of the practical implementation of that agenda. ARGE 3. System has made it their task to improve the situation especially by developing new strategies in economic science and policy. In this context, the contribution of social enterprises to sustainability must also be mentioned. Social enterprises aim to tackle the 3 dimensions of sustainability (economy, ecology and social affairs) in an integrated, i.e. holistic, approach, although it is clear that the single enterprises within that system lay emphasis on different aspects. With the aid of EQUAL, the implementation of this European and German agenda shall be advanced.

	Objectives of the Development Partnership:
	


Foreseen activities

The activities foreseen by the development partnership are divided up into 2 strategic core projects comprising different parts:

Core project 1    Summed up social economic reporting and controlling

The extensive reporting on strengths and weaknesses of a social enterprise and the Third System will alternatively be demonstrated by the „Social Audit„ and/or „Balanced Scorecards“ method.

1.1    Balanced Scorecard: balancing the social enterprises' values

Responsible:    DIE WERKSTATT gGmbH, Heidelberg
Co-Partners:    Technologie-Netzwerk Berlin e.V. (TECHNET), Berlin, and Erlacher Höhe e.V., Großerlach

A Balanced Scorecard (BSC ) is a strategy and controlling system taken from the private economy which regards the enterprise as a holistic system of values. Here, the term “value” is used in both a monetary and an ethical way. The notion „BSC“ means that the social entrepreneurial general strategy is supposed to be balanced between monetary and ethical values if the enterprise intends to sustainably prove its capacity as a whole.

In terms of aims and values the BSC describes the following perspectives:

-    the optimization of internal management and business processes
-    the enterprise’s economic and financial perspectives (as the economic basis of all entrepreneurial activities)
-    the expectations of the enterprise’s clients (product quality etc.)
-    the staff’s perspectives; the staff’s claiming the enterprise’s quality as learning organisation
-    the perspective of the community and/or what it expects from the social enterprise
-    the perspective to reduce specific socially induced disadvantages, e.g. caused by gender, illness or social background

It is necessary to outline ideals, strategic objectives, operational short-term aims, projects and measures for each target. The results will be measured and evaluated after short as well as after longer intervals. In this context, quantitative and qualitative indicators for success must be identified to be able to quantify short-term and long-term processes and results in a comprehensible way. The techniques described under “Core project 1” serve to measure indicators quantitatively and qualitatively.

1.2    Social balancing

Responsible: TECHNET, Berlin
Co-Partner: Quartiersagentur Dresden gGmbH (QAD), Dresden

Besides Balanced Scorecard, a second much debated controlling method, the Social Audit, will be tested.

Social accounting and Social Audit serve as a framework which allows an organisation to use already existing documents and reports as basis and to develop a process by which it can demonstrate (as well by figures) and improve its social performance (by elaborating an action plan). Besides, it offers the opportunity to find out about the impact on the community and to give account vis-à-vis their stakeholders.

A complete social accounting usually contains

-    a report on performances in relation to the social objectives (How good did we do the things we intended?)
-    an estimation of the effect on the community (Can it be measured? What do the people think?)
-    the stakeholders’ opinions in terms of aims and values (Do we do the right thing? Do we really do what we intended?)
-    a report on environmental performances (Do we minimize the use of resources and the environment?)
-    a report on equal opportunities (Do we really sufficiently struggle for equal opportunities?)
-    a report on accordance with legally stated and self-imposed quality and process standards (Do we do what is expected from us or even more?)

This social balance allows all stakeholders to decide themselves if they want to use the organisation, work for or invest in it. Through the audited social accounts, the organisation is able to perform their accounting duty vis-à-vis the stakeholders.

For more detailed information on the sub-projects see description of the core partners.

Core project 2:    Measuring and documentation instruments as basis for a holistic reporting of social enterprises


The different ways of integrated reporting within social enterprises, subsumed under “Core project 1”, require a differentiated measuring and documentation method for the participating enterprises in order to be able to continually scrutinize the degree by which strategic aims are attained. These instruments are meant to make company processes transparent and communicable within the company. Yet, it is also meant to improve the external communication, e.g. with the enterprise’s stakeholders.

The measuring and documentation system contains the following sub-projects:

2.1    Economic balance – development of the assets status

For economic balancing, basically elements of traditional balancing can be adopted. Yet, the instructions for documentation, given by the relevant laws, are to be supplemented by specific aspects of the social economy. The result would thus be an economic balance orientated at the particular needs of social enterprises. A proposal will be elaborated which helps to adjust the relevant balancing instructions to social enterprises.

2.2    A financial accounting modified for social enterprises

Responsible for 1.1 and 1.2:    Steremat gGmbH, Berlin and Erlacher Höhe e.V., Großerlach
Co-Partner: DIE WERKSTATT gGmbH, Heidelberg

2.3    Social economic system of personnel management and management in general (with focus on personnel management)

Responsible: Grünbau gGmbH, Dortmund
Co-Partners: QAD Dresden gGmbH, Steremat, Berlin, and Erlacher Höhe e.V., Großerlach

In addition, the documentation system must be able to demonstrate the success of the integrative measures in terms of quality. One of the basic aims is to figure out the supplementary effect on social integration that is achieved by „developed“ social enterprises, due to their particular quality, in comparison with enterprises of the private economy, i.e. the first system.

2.4    Project-lied economic and social evaluation and documentation of results (with focus on productive projects)

Responsible: DIE WERKSTATT gGmbH, Heidelberg
Co-Partners: GRÜNBAU gGmbH, Dortmund, and Erlacher Höhe e.V., Großerlach

In this context, usual standards of project-lied pre- and post-calculation, including information on the economic and social efficiency of work teams, shall be gathered with the aim to outline the most effective forms of work organisation in social enterprises.

2.5    Determining the added value of social enterprises (with focus on the total added value of the enterprise)

Responsible: QAD Gmbh, Dresden
Co-Partners: Steremat, Berlin, and WERKSTATT gGmbH, Heidelberg

Here, the staff’s economic efficiency is to be determined in relation to their personal social presuppositions as well as to the stated objectives. The central question is whether the staff’s efficiency and the available Minderleistungsausgleichmittel (means to compensate a reduced efficiency) are sufficient to cover the running expenses. It is necessary to link up the project-lied post-calculation with the allowances and personnel accounting.

2.6    System of reference numbers and benchmarking

Responsible: Erlacher Höhe e.V.
Co-Partner: Steremat, Berlin

In order to be able to compare the same kind as well as different kinds of companies, reference numbers (or indicators) will be developed with the aid of the company accounting system. These reference numbers should be adapted to already existing standards of the first and second system so that an intersectoral comparison is as well facilitated.

2.7    Gender concepts in social enterprises

Responsible: QAD Dresden GmbH
Co-Partners: all operating partners

The crucial question here is what kind of structure a social enterprise must have to suffice best the demands of the gender concept. For that reason, a stocktaking will be undertaken in the participating enterprises. Additionally, gender training will be offered in all participating companies. Yet, the basic aim is to develop an ideal which describes the structures and framework conditions social enterprises require to fulfil the demands of the gender concept. Beneath that, the economic, financial and social as well as the person-related impact of this concept will be described in a generalized form, and success as well as process indicators shall be developed and tested for the BSC. A central question to be finally tackled is if the running costs of such a – desirable – concept can be financed from the economic profitability of social enterprises only.
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