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Markets and Solidarity: Social Cooperatives in Italy’s Emilia-Romagna Region
Introduction

Bologna is the capital of Emilia-Romagna, a region in the north-central part of Italy. In many ways this is a remarkable place.

Emilia-Romagna is a region that has successfully combined a dynamic, advanced manufacturing economy with high wages, high standard of living and only frictional unemployment. Since the end of World War II, the regional economy has expanded – driven from within by the region’s hundreds of thousands of cooperatives and small firms – to absorb excess employment in agriculture, and to consistently provide decent employment for the region’s citizens, at the same time attracting immigrants from other parts of Italy and beyond. While throughout much of the last century, Italy was a place people left looking for work, Emilia-Romagna was a place people came to for good jobs. 
Today, in the face of rising challenges from China and Eastern Europe, Emilia-Romagna continues to thrive. Despite Italy’s stagnant GDP growth, Emilia-Romagna’s economy continues to expand, on par with Europe’s top-performing regions, and sometimes outpacing the United States. 
There are a number of reasons for this region’s success. Chief among them is a unique culture of entrepreneurship, social justice and solidarity. Just as important, is the willingness of the social movements in civil society to embrace the market, contending with their values to define the character of the regional economy. 

In Emilia-Romagna there is one business for every ten residents. Owners frequently comment on the role their business plays in “the social development of the local community.” The largest, most globalized and technologically advanced firms in Emilia-Romagna are often cooperatives, owned by their workers. In fact, Emilia-Romagna has one of the strongest cooperative movements in the world: 4,000 cooperatively owned businesses, active in all sectors of the economy. 
In what may seem like a contradiction to many, the majority of businesses and cooperatives in Emilia-Romagna are identified with the left politically: mainly the Socialist and Communist Party and their successor, the Left Democrats. And unlike traditional social democracies, that see social services as inherently redistributionist, policymakers, business owners and the labor movement here see providing citizens with the best health care, education and social services as part of the region’s competitive advantage. Social services are not just about redistributing wealth; they are key to producing it.
Social Cooperatives
One of the aspects of development in Emilia-Romagna that has attracted attention lately has been the growth of social cooperatives, and their increasingly important role in providing health care, social services and education. Today, in Bologna alone (a city of just under 400,000) there are 113 social co-ops that employ nearly 5,000 social workers and provide services – daily – to nearly 19,000 people.
Italian law distinguishes between two types of social cooperatives: type A and type B. A type A social cooperative has the same structure as any worker-owned cooperative. In this case, rather than producing a product, they are providing a social service. A social co-op is legally defined by the extent to which the service they provide meets broader social needs. 
Type A social cooperatives provide a wide range of services: from home healthcare to the elderly and disabled to physical therapy, from drug rehabilitation to immigrant services, from day care to nursing. These services are most often paid for publicly, and delivered by the social cooperatives. The social co-ops compete in a competitive “social market,” for public contracts. 
Type B social cooperatives are a different animal altogether. They are what we might call “social enterprises,” and are often similar to the American idea of a sheltered workshop. Type B social co-ops provide job placement services, helping the disadvantaged (broadly defined) get on their feet, learn skills and start working. While a Type A social co-op might provide treatment for drug addicts, occupational and physical therapy to the disabled or cultural mediation services for immigrants, a Type B social co-op places someone with a job, most often in the social cooperative. Type B social co-ops enjoy some tax advantages, but compete on the market with private firms for customers. I’ve visited social co-ops that operate printing presses, sell stationary and office supplies, clean offices, and even manufacture parts for Alfa-Romeo, the Italian automobile manufacturer. 
Often not-profit associations will start a Type B cooperative to further advance its mission. For example, in Bologna, Alter Co-op was started by an association that helped Italian political prisoners find jobs as they transitioned out of prison. Because many private firms are loath to hire ex-offenders, this association started their own cleaning and office-supply business—they created their own business to hire the ex-offenders they were working with. All of the Type B social co-ops I’ve visited have been very clear that they are successful because of their ability to compete on the market—they don’t win clients because of their social mission. 
In order to be defined as a social co-op, the business has to serve the “disadvantaged” which in Italy range from the physically disabled, to the socially marginalized. The co-op must be run democratically, one person one vote, and at least 30% of the membership and 30% of the Board of Directors must be disadvantaged. This is essentially a multi-stakeholder model of governance. It’s not uncommon for the Board of a social co-op to include social workers, parents of disadvantaged persons served by the co-op and the disadvantaged persons as well. 
Given the region’s history and culture, it shouldn’t be surprising that social co-operatives have taken root here. As Antonio Bria, President of EPTA, a consortium of social co-operatives, put it:
In this context, those who worked in social services thought about doing it almost automatically… a social co-op… The success of the social co-op here is because of the consolidated cooperative movement.

Entrepreneurs in Emilia-Romagna have also long known that creating big businesses to achieve economies of scale doesn’t always offer the best competitive edge. Instead, networks of small businesses prefer to cooperate, informally and formally through consortia and other arrangements, to produce world-class products for the global market. This provides scale without sacrificing flexibility, quality and the autonomy of the single firm—which is often owned by one or more skilled workers. 
Social co-operatives have followed a similar trend with the construction of consortia, or second-tier cooperatives, made up of the individual social co-ops. This preserves the autonomy of the single co-op, while achieving economies of scale, reducing costs and providing more comprehensive and better quality services. 
This report documents the development, management, and functioning of a consortium of social co-operatives, called EPTA, that provides healthcare and social services in Bologna. The report is based on interviews with Antonio Bria, President of the consortium EPTA and a member of one of the consortium’s founding members Nuova Sanita’, and Donatella Canobbio, President of AXIA, a founding member of EPTA that provides physical and occupational therapy as well as psychological and speech-therapy services, in addition to a review of EPTA’s financial statements and social accountability report.
Consorzio EPTA
EPTA was founded in January 2000 by seven social cooperatives based in Bologna.  It is a “cooperative of cooperatives” that provides a broad range of services:

· Services to the elderly (at home and in old-age homes), 
· Rehab for drug addicts, 
· Assistance to “marginalized adults,” immigrants and minors, 

· Support to disabled students at home, in school and in institutions, 

· Physical and occupational therapy and

· Ambulance services
The member cooperatives started EPTA for three fundamental reasons:
· To maximize resources and reduce costs

· To focus on innovation and research

· To help the individual member-co-ops overcome their weaknesses
To accomplish these goals, EPTA provides the following services to its members:

· Personnel selection 

· Workforce development/training

· Participation in public bidding

· Innovation, research, quality certification
· Purchasing

· Development of new products and marketing of EPTA “brand” services
Key to the consortium’s success is that it “centralizes the heavy costs and optimizes the intermediate costs.” By centralizing payroll services alone, EPTA has reduced costs significantly for its members. Prior to the creation of EPTA, the member co-ops were spending, collectively, $120,000 per year on payroll. EPTA has centralized this service and does payroll for all of its members at a cost of only $65,000 per year. 
Group purchasing is still limited, and includes basic supplies like stationary. The consortium is exploring purchasing automotive insurance collectively.
EPTA and its members are certified ISO 9001. The certification is coordinated and monitored by a team created by the consortium.

EPTA participates in relatively few public bids. Though, at the request of the single members, does provide that service. For example, AXIA provides “psycho-motor” therapy services in the public schools in Bologna through a bid won by EPTA. 
The EPTA “Brand”

In the world of Italian social cooperative consortia, there are two types: “light” and “heavy.” A light consortium requires individual members to give up very little autonomy, and tends to focus on things like group purchasing and public bidding on behalf of the single co-ops. Heavy consortia bind members more tightly to the co-op, require that the individual co-ops surrender a greater degree of autonomy, participate in public bidding and also create their own “branded” services that are delivered by the single co-ops.
EPTA is decidedly a heavy co-op. As Bria put it, EPTA “intervenes everywhere… it is not just a general contractor.”
A good example of how EPTA is creating its own brand products is its new project, HOPE. HOPE is a program created by EPTA. HOPE has a dedicated staff-person, employed by one of the co-ops. HOPE provides “integrated social-health assistance” services in the home, to the elderly and disabled. HOPE is able to offer comprehensive home healthcare services because it draws on the professionals in each of the member co-ops: “base” assistants, physical and occupational therapists, registered nurses, and specialized doctors. HOPE involves almost all of the member co-ops.

HOPE is also an example of how social co-ops are creating their own markets, while decidedly meeting urgent human needs. HOPE provides home healthcare services to those families who earn too much to have a total government subsidy for the care, but too little to afford to pay the entire cost of the home healthcare program. EPTA negotiated with the local government so that mid-upper income families who contract with HOPE can receive a matching contribution to cover costs. Depending on the type of services required, costs per client can be as high as $18,000 per month.
HOPE provides a customized package of services agreed upon in consultation with the client and the client’s entire family. The plan involves HOPE’s professionals (that come from the individual co-ops) as well as volunteers and family members.


HOPE is a ‘branded’ EPTA product. Though the individual providers come from seven different co-ops, the client deals only with HOPE and receives a total package. 
While the individual co-ops provide services through the EPTA brand, they also have their own, direct relationships with the market. For example, AXIA provides psycho-motor therapy to students in the public schools through a contract negotiated by EPTA, but also has its own relationship with the local health service, for whom it provides services under its own name, not EPTA’s. Despite the potential for competition among EPTA and its members, this is not the case now, nor does it seem that anyone is worried about this happening in the future.

Governance
Bria noted that, internally, they have separated the “political” and the “economic,” opting to replicate the cooperative model inside the consortium. So, even though Nuova Sanita’ President Bria’s co-op, provides 50% of the total services provided by EPTA, each co-op has one vote in the members’ assembly. 

Each member-co-op sends three delegates to EPTA’s assembly, for a total of 21 delegates. Those delegates elect a Board of Directors every three years. The Board is made up of 7 directors, one from each member-co-op. Each director has veto power, a power that has never been used. Members of the Board of Directors are by-and-large professionals employed by the member co-ops. 
EPTA is a lean organization. The only paid staff member was a secretary, with other staff people employed directly by the member co-ops, but assigned to particular EPTA projects, like HOPE. There was no professional management. This is all in the process of changing, however. At the time of the interview, the one-time member fee was only $2,500. With such a low fee, many of EPTA’s internal services are fee-based. But Bria anticipated that the members would vote to raise that one-time fee to $32,500 for 2006. This will allow the consortia greater autonomy, and to introduce a professional management team employed directly by EPTA.
Management and Payment of Services

EPTA’s members’ equity is just over €18,000. Revenues from services provided were just over €12 million in 2004. 

EPTA does a provisional budget but seems to have a highly flexible, fluid approach to actually managing projects. The consortium tries to effectively meet market demands and distribute work on the basis of the availability and needs of the individual co-ops. What happens each year is not the result of a detailed strategic plan. 

Clients pay fees directly to EPTA. The individual co-ops then invoice EPTA based on the services they provide. EPTA retains three percent of the fees paid to cover its costs.
The Dialectic Between Markets and Solidarity

According to Bria, EPTA’s mission is “to marry efficient management with internal solidarity.” Like most Emilian cooperators, Bria sees profit as a tool. “Making a profit,” he says with conviction, “is profoundly ethical because it only goes to improving services.”

Providing development services (internal solidarity), particularly to the smaller co-ops, has become more difficult because increasing labor costs have consistently eaten away at their margins, despite increasing revenues. Nonetheless, EPTA provides an important degree of stability and aid to the individual co-ops, especially as they negotiate the ups and downs of the market.

At least two of the co-ops in the consortium have risked bankruptcy at one time. In both cases, it was internal solidarity that helped avert crisis and put the co-ops back on their feet. It is not uncommon for a healthier co-op to take on some of the contracts and personnel of a co-op that might be struggling, averting failure by shifting capacity and work internally. In one rather dramatic case, management in one co-op was cut from 14 to 9, and employment from 300 to 180. To deal with this crisis, the consortium resorted to a market mechanism. The struggling co-op raised its fees, while the other co-ops re-hired the laid-off managers and workers, and lowered their fees to draw clients away from the struggling co-op, allowing that co-op to reorganize and weather the crisis without reducing overall employment in the consortium, or letting social needs go unmet. Other times, the problem might be excess capacity in a particular co-op. In this case, co-ops that can afford to shed some contracts will shift work to those co-ops with excess capacity to serve as a short-term boost. 
Bria describes this as an example of the kind of dialectic between the market and solidarity (“economia/solidarieta’”) that it is his job to manage.
Broader Implications and Challenges for EPTA
EPTA is largely focused on providing services to its members and increasing the scope and quality of the social services provided. EPTA does very little lobbying, though it is increasingly active on the European level. The consortium is a member of two European associations of social co-ops based in Brussels. 
Additionally, Bria is a member of Legacoop’s national governing body. Legacoop is Italy’s largest cooperative business association. His presence there insures that EPTA’s interests are represented in Rome. Legacoop, locally and nationally, is still the principle lobbyist for the co-ops. EPTA, if anything, reinforces their work. 

Legacoop, long close to Italy’s leftwing political parties, is generally recognized as the most important and effective lobbyist for the cooperative movement. This does not appear to be the case for social co-ops, however. Many recognize that CGM, a national consortium of regional consortia – and associated with the Christian Democratic tradition – is a more effective representative of the interests of social co-ops. This was confirmed by my interlocutors.
EPTA is not an advocacy organization. Advocacy is more appropriate for a type B co-op (a multi-stakeholder social co-op, akin to a sheltered workshop). To the extent that EPTA engages in advocacy, it consists in improving the quality of working life for their members (in the “widest sense”) and improving the overall “social context,” though, Bria admits, here they “have done little.” 

When asked if competition from private providers of social services was a problem, Bria responded calmly, “no.” Currently, there is no competition for the provision of social services from private businesses. And regardless, he says, “our duty is to respond to the mission… if someone else can do it better, fine.” Clearly, Bria is confident that they do it better than anyone else. 

The culture of Emilia-Romagna also puts profit-seeking businesses at a competitive disadvantage. Above all else, people expect quality care and services, something that cost-cutting to increase margins would threaten. This is also reflected in a recent regional law regarding competitive bidding to provide social services. By law, price can only one of the factors when a government makes a decision – and it can’t be the most important factor. Greater weight is given – by law – to the quantity and quality of the services offered.
Ultimately, the social co-op’s competitive advantage comes from the fact that the service they provide is fundamentally “relational.” It means “being there.”
According to Bria, it would be a mistake to see the prevalence of social co-ops as the result of deliberate government policy. Policy shifted, in the 1980s, to outsourcing social services – once entirely provided by the state and local governments – to cut costs. The fact that social co-ops emerged as the preferred providers and not, say, profit-seeking corporations, is really due to the efforts of the social workers and the co-ops themselves. Bria sums it up nicely when describing how he got into the social co-op field:

When we started Nuova Sanita’ we invented our own job: providing services to immigrants… we were not responding to a demand from government… It’s always like this. The public actor couldn’t or, perhaps, didn’t want to [meet that need].

The main obstacle facing the social co-ops appears to be public funding available to meet increasing demand for services. This is a contradiction in a society as wealthy as Emilia-Romagna’s. Bria insists, “It’s not that the resources aren’t there, it’s that someone decides not to spend them.”
Conclusion
In the United States, both sides in the debate around privatization tend to be dogmatic and simplistic. The right praises the “free market” and private enterprise as a panacea and demonizes the state as ineffective, inefficient and corrupt. The left, on the other hand, demonizes the private sector and falls back on old statist models based on the New Deal welfare state model. The left refuses to entertain the idea of engaging the market directly. In so doing, it cedes the market to the right.
In both cases, the left and right miss the importance of new, creative approaches that are redefining the role of the state and private sector.  
Both Type A and Type B social co-operatives are part of how Emilian society is redefining how social services are provided. In the process they’re turning the debate on privatization on its head. Indeed, the social cooperatives – and the broader cooperative movement – show how civil society and the social movement can further advance their vision by engaging with the market, and competing on that terrain, in addition to the familiar areas of the state and civil society.
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