CRITICAL CONCEPTS

SOCIAL ECONOMY: CONCEPTS AND CHALLENGES'

Nancy Neamtan ™

The social economy: definitional and conceptual questions

The expression "social economy" is slowly makirsgwiay into the vocabulary of those
concerned with sustainable development strate@eer the past decade, the definition
of the social economy on which civil society actarsd government in Québec have
based their idea of development is the followingroa-profit or cooperative enterprise
that has emerged from the community and has a Isacid economic mission.
Independent of the State and democratically rurdepends both on individual and
collective participation. Capital and money aremed as tools to benefit the community
or its members.

In other words, the social economy includes a widgiety of enterprises and
organisations that produce goods and services theéhexpressed goal of maximising
social, environmental or cultural impact.

The social economy has historically played an irtgodrrole in the context of economic
crises and recovery. The first cooperatives anduaisitin Europe and North America
emerged at the same time as the first labour azgtians at the end of the 19th century
to protect working people from the impact of indiadization on their daily lives. The
present day context is no different. Over the pasnty years, from crisis to crisis, the
social economy has grown into a global movemerit tiod only is responding to the
negative impacts of repetitive crises, but is psipg a broad vision of a pluralist and
inclusive economy within a sustainable developnfimework.

This grass roots entrepreneurial movement is muaa &n accumulation of individual
enterprises that are creating jobs and producinglgand services. The social economy
is also emerging in many countries as an integraystem of social innovation, rooted
in local and regional development and supporteaday systems of governance based
on new partnerships with government, labour andpthete sector. This new reality is
referred to under different terminologies dependorg the continental or national
context, including the solidarity economy, sociahtegprise, social innovation,
community economic development, third sector, nmfipand cooperative sector and
community enterprise.

A broad definition of the social economy also enpasses emergent financial
institutions and investment vehicles as well as enams innovative and collectively-
owned economic instruments. In some countries,udic Canada, labour unions,
through pension funds or other means, are becomugstors in the social economy as
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part of an overall strategy to create decent jolzsr@aspond to a variety of community
needs. National, regional, continental and intettio@ntal networks are building from
the bottom up to promote and develop the sociah@ty. Governments in many
countries are implementing a variety of policyiatives and international institutions,
such as the Organisation for Economic Co-operatimh Development (OECD) and the
United Nations Development Programme (UNDP), a@eiasingly documenting the
growth of the social economy and policy innovatibroughout the world.

The growing visibility of the social economy hasseal certain questions within labour
organisations as well as within traditional privaector institutions that sometimes
perceive the social economy as a potential congpetiith public or private enterprise.
Let me take a few minutes to respond to these conac&he social economy positions
itself as a third form of enterprise within a plisa economy. The concept of the
pluralist economy recognises specific and compleaargroles for public, private and

collective enterprise. The social economy doespusition itself in opposition to the

public or private sector. It does not aim to replaeiblic services; on the contrary, in
most countries social economy actors work in closaboration with the labour

movement to defend public enterprise and publivises. Nor does it position itself as
the poor cousin of private enterprise or as a tmwolclean up the social and
environmental consequences of an unbridled and ruedelated market. Social

economy enterprises contribute to job creationth® creation of new services, to
regional and local development strategies and teir@mmental concerns. They
represent a form of enterprise development thateglaocial, environmental or cultural
missions at the center of the process of wealthaticre They extend the notion of
collective interest beyond direct government ind@tion and reinforce the capacity of
civil society to respond to collective needs, inthg the need for decent work, in a
wide variety of economic sectors. They offer anarpmity to respond to new social or
environment needs that should not be considereékenaommodities, by combining

public, private and voluntary resources within antrepreneurial approach to
development.

In industrialised countries, social economy enisgx today also play a very active role
in integrating the excluded who would otherwisedmesocial assistance and offering
them hope and dignity while contributing to weaitlkation. In the North and the South,
they are also helping to recognise and structureumations within the informal
economy as a first step towards creating decerk.wor

In many ways, these collective enterprises setxample for the traditional private
sector by demonstrating the possibility of recangileconomic and social objectives in
the process of enterprise development. In many ldewve countries, where
governments lack the necessary resources to odfEic hnealth and education services
and where private investment is cruelly absent, sbeial and solidarity economy
represents one of the only available strategiegd@ate new economic activity through
citizen mobilisation and community empowerment.

For all these reasons, support for the social evgrehould be considered an important
part of an economic recovery strategy. Far fromndpea risky investment, social
economy enterprises have shown their resiliencahe toughest economic times.
Numerous studies have shown that the survival ohteooperative and non-profit
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enterprise is substantially higher than traditicsralll and medium enterprises (SMES).
Governments engaged in support for the social engnare witness to high rates of
social and economic return. Even private investorghe context of the financial crisis,

are beginning to notice the potential for investtriarsocial economy enterprises. In the
last year, amid staggering losses in mainstreamasinvent, mission-driven investment
or social or solidarity finance are showing a modasgt constant financial return on

investment with a minimum of risk.

Beyond definitions and concepts, what are the prospects for the social economy
today?

In Quebec, since the crisis of the early 1980'g s$locial economy has gained new
momentum. This has not always been a spontaneogegs. In order to promote and
assure that the social economy achieves its fuiém@l, Quebec civil society, the
Quebec government, and to a lesser extent the @angovernment, have worked hand
in hand to support the creation of new social eoonenterprises and the consolidation
and development of existing ones. In 1996, Quebe@asmovements, including the two
major labour federations, local development netwaakd cooperative and non-profit
enterprises came together to createG@hantier de I'’économie socigl@ civil society
organisation that is now recognised both by govemnand other social movements as
the central voice of the Quebec social economy. Wdek in partnership with sister
organisations across Canada. Today, the sociabenpis a significant economic actor
and is considered an important part of governmérategyy for regional and local
enterprise development, for poverty alleviatiom, jfib creation and for the creation of
new services to respond to collective needs. lerai@ reach this stage of development,
we have had to innovate in every aspect of ens&pievelopment, from investment
tools to public policy, from new approaches to misation to new legal structures, from
new forms of research partnerships to new wayseteldp markets. This has been
achieved through citizen-based initiatives and watiwe partnerships with the
traditional private sector and the public sector.

This phenomenon is far from being an exclusively&#an experience. In the United
States, where there exists a long history of comtyuaconomic development,
community finance, worker ownership and non-prséctor involvement in community
revitalisation, the new Obama administration hasight new hope and recognition. In
the last months they announced the doubling of ipuilvestment in community
financial development institutions and created &nc® for Social Innovation which is
examining different actions to support the secfoilJS Solidarity Economy Network
has recently been created and has begun to atécpl@posals to reinforce the
development of the social economy within an overigilon of sustainable development.

In the United Kingdom, social enterprise has bagmperted through the creation of a
Social Enterprise Unit within government and thdowdjverse policies in the field of

promotion, investment and procurement. In Frartoe social and solidarity economy is
firmly embedded in regional structures and divgrskcies have emerged particularly at
regional and municipal levels. In Belgium, publigpport for the social economy has
focussed on its capacity for social inclusion tlgtodabour market integration but its
practice is gradually broadening to assume a widkr. In Italy, social cooperatives
have been supported through positive procuremeiicig® with an accent on
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community services and social inclusion. In Sptie, social economy has maintained a
strong historic presence in certain regions (CataloAndalusia) and is reflected in
strong networks and in both national and regionéty.

During the past few years, we have witnessed ntagakthroughs in Latin America. In
several countries, the labour movement has invastsalirces to support what is being
called the solidarity economy. In Brazil, in additito a strong civil society network
supported by the labour movement, the Brazilianegoment has created a Solidarity
Economy Secretariat that coordinates inter-minateupport, assures the involvement
of a broad range of social movements and maintais with regional and municipal
policies in favour of the solidarity economy. In IB@, Argentina, Mexico and
Venezuela, emerging civil society networks arergkioot and we are witnessing the
beginnings of new public policy initiatives. In Eador, the approach has gone one step
further: the new constitution adopted by referendnr8008 establishes the importance
of the social and solidarity economy developmentieh@nd recognises the plurality of
the economy, based on public, social and privaterpnse, as does the newly approved
Bolivian constitution.

In Africa, we are witnessing the emergence of soitg economy networks in several
countries in West and North Africa. New policy iattves are being implemented in
countries such as Morocco and Mali and there iseased support from NGO’s and
international bodies (UNDP) for these initiatives.

In Asia, the inventory of these emerging practicas been more difficult to establish,
partly because of the variety of terminologies. ldger the numerous microcredit
initiatives are becoming, in several countries, eavrbase for more ambitious and
comprehensive strategies to build a strong citlzased social economy.

Based on the knowledge gained through researcthaodgh international exchanges, a
pattern is emerging that allows us to identify thajor elements that allow the social
economy to maximise its contribution to sustainal@eelopment.

The first issue is governance. The social econoanynot be considered simply as
enterprise development; it is also the manifestatd new relationships between the
market, the public sector and civil society anduregs innovation in governance and a
commitment to social dialogue. In countries suclBil, Spain, or Canada, where the
social or solidarity economy has gained the mosbgeition, new civil society
institutions have emerged as recognised intermediabetween government and
enterprises, as new spaces for dialogue betweeal ggsonomy actors and other social
movements, including the labour movement. Seveoakments are offering active
support to these networks, recognising their cbation to social innovation and to the
development of more efficient public policy.

The second issue is the importance of a formalgmition of the existence and the
legitimacy of the social economy, not as a by-pobdof the private sector or an
extension of the public sector, but as an esseoatialponent of a pluralist economy.
From this flows the need to adapt traditional pulgblicy measures for enterprise
development to take into account the specificitibthe mission and legal structures of
social economy enterprise. In fact, given the funelatal goal of social economy

Universitas Forum, Vol. 1, No. 3, December 2009

4



CRITICAL CONCEPTS

enterprise to serve collective interests, it isib@mmon sense for governments to
assure that these collective enterprises benefitnmaily from a level playing field with
traditional SME’s in the definition of public polic This includes support for training,
for business services adapted to the social econ@mycurement policy and the
integration of the social economy into local angioaal development strategies.

The third issue is the importance of adapting itmesit tools to take into account the
triple bottom line and the collective ownership tttéharacterises social economy
enterprises. New financial streams are emergirautiir socially-responsible investment
funds, mission related investment by philanthrofeeindations, economically or
socially targeted investment by pension funds apdpbblic policy in the field of
investment. In the wake of the financial crisiggt investment opportunities, which are
demonstrating their reliability in the worst of &% are attracting more and more
attention from potential investors. The challendecreating our own international
financial circuit, a secondary market for the sbe@ad solidarity economy, is being
explored today in several countries in Europe, Nokmerica, Latin America and
Africa.

The final issue is the need for more research ieraim better understand the dynamics
of the emerging social economy, to adapt traditidoals of evaluation to capture the
depth and scope of these citizen-based initiativekto draw lessons from the progress
being made in different parts of the globe in ordeevaluate their transferability on a
broader scale and their integration into publicigyol This work has begun but will
require intense effort in the next few years.
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