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INTRODUCTION

Legal frameworks are the foundation upon which community based and social
economy organizations are built. They define the legal existence of an
organization and shape how it functions in practice, including how decisions are
made, how resources are managed, how responsibility is distributed, and how
social purpose is protected over time. In the social economy, legal frameworks
are not neutral technical choices. They reflect ethical principles, social values, and
long term commitments to public benefit.

Organizations operating in the social economy pursue objectives that go beyond
financial performance. Their primary mission is to address social, environmental,
cultural, or community needs. While economic activity may be necessary to
ensure sustainability, it is not an end in itself. The legal framework chosen
determines whether economic activity remains aligned with social goals or
gradually shifts toward profit driven priorities.

European legal systems provide a wide range of organizational forms that
support social economy activity. These frameworks have developed through
different historical traditions, including cooperative movements, civic
engagement, philanthropy, civil society action, and social entrepreneurship.
Each legal form embodies a particular logic regarding ownership, governance,
accountability, and use of surplus. Understanding these frameworks is essential
for designing organizations that are coherent, legitimate, and sustainable.

This manual explains the main legal frameworks used by community and social
economy organizations. It focuses on what each framework is, why it may be
chosen, what advantages and limitations it presents, and what considerations
are relevant when selecting it.



COOPERATIVES

What cooperatives are

A cooperative is a legally recognized organization created by individuals or legal
entities who voluntarily come together to meet shared economic, social, or
cultural needs through a jointly owned and democratically governed enterprise.
The cooperative model is based on the idea that people are central to the
organization, not capital. Members are both owners and users of the coop erative,
and their relationship to the organization is defined by participation rather than
by financial investment.

Legally, a cooperative is an autonomous entity with collective ownership of
assets. Members contribute capital to support the organization, but this capital
does not grant proportional control. Decision making authority is distributed
equally among members, most commonly following the principle of one
member one vote. This legal structure ensures that power cannot be
concentrated and that strategic d ecisions reflect collective interests.

Cooperatives may operate in the market, generate income, and employ workers,
but their economic activity is oriented toward serving members and
communities. Any surplus generated is treated as a collective resource and is
reinvested in the organization, allocated to reserves, or distributed according to
member participation rather than capital ownership. This embeds solidarity,
mutual responsibility, and long term orientation into the legal structure itself.

Why to choose a cooperative

A cooperative is chosen when democratic participation, shared ownership, and
collective responsibility are central to the mission. It is especially suitable when
the people who benefit from the activity are also intended to be the owners and
decision makers, such as workers, users, producers, or community members.

Advantages of cooperatives

+ Democratic governance and equal decision making p ower
» Strong alignment with social economy values

* High levels of trust and member commitment

* Protection against sp eculative control

* Long term stability and resilience

Disadvantages of cooperatives

* Slower decision making due to participatory governance
* Limited access to external investment

* Need for continuous member involvement

» Governance complexity as size increases



ASSOCIATIONS

What associations are

An association is a nonprofit legal entity formed when individuals or
organizations voluntarily unite to pursue a shared purpose that is not
commercial in nature. Associations are grounded in the freedom of association
and collective civic action. Their primary aim is to serve social, cultural,
educational, humanitarian, or community interests rather than to generate
profit.

Legally, associations are membership based, but members do not own the
organization in an economic sense. The association itself holds all assets, which
are permanently dedicated to its mission. Any income received through
donations, grants, membership fees, or limited economic activity must be fully
reinvested in mission related activities and cannot be distributed to members.
Governance in associations is typically democratic, with members exercising
authority through a general assembly and elected governing bodies. This
ensures accountability to the collective purpose and reinforces the association’s
role as a vehicle for participation and solidarity.

Why to choose an association

An association is chosen when the primary goal is social action rather than
economic activity. It is particularly appropriate for initiatives driven by civic
engagement, volunteer participation, and advocacy.

Advantages of associations

* Low barriers to entry

» Strong civic legitimacy

+ Eligibility for public and philanthropic funding
* Democratic and participatory governance

* Flexibility for grassroots initiatives

Disadvantages of associations

* Financial dependence on grants and donations
* Limited capacity for scaling

* No access to equity investment

* Risk of volunteer burnout

* Challenges in professionalization





















