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Chapter 2.

The Social Economy in the New Political Economic Context

by
Peter Lloyd

The importance of the social economy is evidenced by its position on local,
regional, national and even international agendas at a time when old
political and economic certainties have given way to “New Times” — with
uncertainties and instabilities rooted in the economic changes taking place
and the political events which have marked the twenty-first century. The
changes that have taken, and are taking place must also be put into the
wider context of not only the European Union, but also the international
context of a world post 11 September 2001, the polarisation which
accompanied it, and the dominance of neo-liberal economic discourse. It is
the task of this brief chapter to review the social economy under these
circumstances and to explore the potential roles which the social economy
may play, and the pitfalls which accompany such roles. Recognising the
importance of culture on the development of the social economy, this
chapter briefly considers the different paths which the social economy may
pursue within the current political and economic contexts.
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Introduction: The ‘“new political economic context”

In the words of the ancient Chinese curse we may be said to be “living
in interesting times”. This is not least because we continue to witness the
same fin de siecle-type events that led earlier writers to describe similar
periods in history as characterised by the old certainties breaking down
whilst a process of intensive change was also being ushered in. Joseph
Schumpeter (1939), for example, characterised such an historical stage as a
“wave of creative destruction”; and long wave, long-cycle theorists have
rolled forward Kondratieff’s (1926) model to see present times as the end of
a more than fifty year phase of relative stability turning into a phase of
experimentation and structural readjustment. More recently, political
economists and philosophers have been debating as a time when one long
established regime (Fordism) is being transformed into another (Post
Fordism or Flexible Specialisation) or when Simple Modernism is giving
way to Post-Modernism or Other Modernisms (Aitken, n.d.; Beck, 1992;
Beck, Giddens and Lash, 1994). We are then in a new political economic
context, or, “New Times”, whichever way you look at it. Add into the
macro-mix of grand theories, the cataclysmic effects of 11 September 2001,
the re-emergence of politics that polarise secularists and fundamentalists,
and a private economy that seems unable to detach itself from the future
consequences of growing debt, and the sheer instability of our “interesting
times” is starkly revealed.

It is the task of this brief chapter to review the social economy under
these circumstances — a challenge indeed when one considers the fervency
of the debates and the polarity of critical positions that all this involves. Yet
it is right to say that one of the features of the contemporary scene is that the
social economy (and its co-referents — the third sector, civil society, the
welfare state and so on) are very much part of the agenda whether at the
international, national, regional or local level. Far from there being a decline
in interest in those key questions that fundamentally shaped 18" and19™
Century debates about politics, economy and society, the same discussions
have burrowed their way into the most unlikely corners of current public and
academic life in one guise or another.

In dealing with the potential span of the material for this chapter it is
necessary to make some brutal choices at the outset. First, there will be no
attempt to enter the minefield of broad definitions of the social economy.
Others in the volume have a brief to do this and needed additions will be
tackled as they emerge. Second, this will be very much a European
perspective — but one strongly influenced by emerging debates in the
author’s home country (the U.K.). Third, it will be an eclectic view — not
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wittingly leaning toward a particular notion of better or best. This last point
is vital, since there is no one story, no one clear cut exemplar for what is
happening to the social economy. Context, in the sense of history, geography
and socio-political and economic culture, is seen here not just as something
that “gets in the way” of clear understanding but as something that is
intrinsic and critical to how things have evolved and how they can be
expected to develop in the future. Although helpful in terms of a general
approach to the social economy, such an understanding clearly makes it
difficult, in a short piece like this to bridge the yawning gap between
abstract theory (of which there is a great deal in the literature) and on-the-
ground experience (of which there is also a great deal). On this subject the
author is clear about one thing — whilst what follows is shaped by an
awareness of the relevant theoretical debates — what is being brought to the
table in this particular chapter is more from the experience of practice.

Some markers for conditions in contemporary Europe

While it is impossible to be in any sense comprehensive, there is a need
to set some starting conditions for where we are in Europe — particularly
those features that might have special relevance for the social economy. A
few points will suffice:

Slow growth and geographical inequality

From a European Union (EU) perspective the economy is continuing to
under-perform in relation both to the ambitions the EU has set for itself and
against those major world economic blocs that set the global standard for
competitive performance. Unemployment, for example, remains stubbornly
high. Across the EU15 it increased from 7.8% to 8.1% between 2002-03
and, although there was a slight downward trend for the prospective new
member states over the same period (from 14.9% to 14.5%) it was inevitable
that accession would increase overall unemployment for an enlarged EU25
(Mlady, 2004). In March 2007 the EU27 unemployment rate was 7.2%,
down from levels of 8% and 8.9% in the same month in 2006 and 2005
(Eurostat, 2005; 2007). Of course there are wide variations within the
average — state to state, region to region, urban to rural and so on (Eurostat,
2006) — but set against the ambitions of the European Employment Strategy
and the Lisbon Council Accords for a drive to full employment — it is clear
that there remains a long way to go (CEC, 2004a).

Closely associated with slow progress on reducing unemployment,
levels of inequality also remain high and intractable. The Cohesion
Countries of the South within the EU15 have made huge strides to catch up
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(CEC, 2004b) but a gap still remains, and the accession of new member
states whose average GDP per capita is much lower across the board is a
further threat to overall cohesion at EU level (CEC, 2005). At the level of
regions, the scale of achievement under the influence of the Structural Funds
has, once again, been considerable but there is still much unemployment and
much social and economic exclusion in many old industrial centres, some
city regions and rural settings. The future of the Structural Funds after 2007
is a particularly hot political topic currently as the implications of resource
flows inevitably shifting to the new arrivals from Central East and South
Eastern Europe become better understood. In the urban and rural life worlds
of contemporary Europe the prospect of rising inequalities in life chances
has been an ever-present issue. In New Times, however, rural-urban
differences seem likely to be more rather than less significant as the era of
subsidies to farmers gives way to one focused around less tangible policies
for rural development.

And, finally of course, there is the heroic act of EU enlargement with its
enormous consequences — in terms both of opportunities and threats — for
the new members and the old EU15 (Kok, 2003). While on the one hand,
new members means new markets and hence growth potential for all of the
EU economies, on the other hand there will be serious pressures in terms of
absorbing and addressing increased inequality. In other words, many of the
same “headline issues” that have always been problematic will be brought
into the fold in a significantly more extreme form because, as already noted,
the new member states bring in high levels of unemployment and low GDP
per capita. At the very least this is already having knock-on effects on the
old EU15 in terms of the post-2006 allocation of those Structural Funds that
have done so much to address their own issues of unemployment and social
exclusion for the last 30 years. As we shall go on to show, this can be
expected to have a profound effect on those third sector and social economy
organisations that have blossomed under sponsorship from the Community
Initiatives and experimental programmes.

Demographic ageing

Were these pressures for the expanded EU not enough, there is the
spectre of what might be characterised as “the elephant in the room” — the
huge and potentially serious effects of demographic ageing (CEC, 2002;
Walker and Maltby, 1997). This will have its impact across the board — but
for the South within the EU15 group it will be a particular problem. The
question of ageing is being assiduously taken up at the moment — but mostly
as an issue of pensions and the public expenditure costs of caring for people
living into extreme old age. The current agonising over Harz4 in Germany
and “35 Hours” in France are, in part, driven by the way dependency ratios
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(numbers of people working and drawing a wage in relation to those outside
the active workforce) are falling and the costs of state supported pensions
are projected to rise dramatically. The pressure is being felt by employers
through rising non-wage costs of labour, by citizens in high taxes and by
member states though the fiscal burdens they are increasingly being forced
to bear (Blackman, et al., 2001; Osterle, 2001).

More widely, Europe’s ageing population will have significant
ramifications for competitiveness (Culhane, 2001). The potential for a real
shortfall of available young workers as the average age rises is one such
issue that has provoked a flood of recent policy documents with the phrase
“active ageing” in the title or main contents. Translated in some cases as
perhaps “the activation of the ageing population” (CEC, 2004a), the narrow
focus is on encouraging older people to work longer by raising the
retirement age and removing the incentives to earlier retirement (one of
which is, of course, a guaranteed state pension at a reasonable level). More
positively, however, active ageing is also promoted as a way of removing
the barriers that prevent a largely healthier and more active older population
from continuing to make an appropriate contribution to the economy and
civic society.

Migration within the EU

While demographic ageing (as opposed to unemployment and poverty)
is less of an issue in the new member states themselves, the prospect of
substantial migration to the EU15 also offers both opportunities and threats
(see Salt, 2005) On the one hand, new young incomers can help to
ameliorate the labour market effects of ageing domestic populations. On the
other hand, without careful handling, the sorts of stresses that can arise —
particularly in the major cities — can exacerbate those problems of social
exclusion that have been a key policy issue in the last two decades. For the
supplier countries the effects of out-migration that selects the young,
qualified and mobile can also have a significant impact on the economic
health of particular regions and localities.

All of these challenges — unemployment, inequality, the effects of
ageing and the knock-on effects of enlargement — are of particular
significance to the way we look at the contribution of the social economy
and local development to modern Europe. Before doing this, however, we
need briefly to go back to the political economy of a Europe in transition.
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Neo-Liberalism and growing pressures on the European social model

While claims that we are experiencing the “end of history” are
overdrawn, it is clear that liberal capitalism has achieved its “victory” over
socialism as a world transforming ideology. Most agree that the doom-laden
rhetoric associated with globalisation has been exaggerated, nevertheless
global market forces penetrate virtually every corner of the earth — setting a
challenge for competitiveness that all must respond to (Tickell and Peck,
2003). In this increasingly neo-liberal world order the social policy
prescriptions of the European Social Democratic compromise have come
under intense pressure. The classic welfare state model is being set aside in
many member states in favour of a hidden welfare state of tax expenditures,
incentives and regulations. This has, in turn, changed the role of the state
and its agencies in those countries from welfare state guarantor to regulator,
grant-giver and public service market maker. This, as we shall go on to see,
can have a profound effect on how the contribution of the social economy is
understood. We need to be reminded, however, that not all countries are
proceeding down this track at the same speed and in the same way. There
are profound variations across each of the welfare state regimes —
Scandinavian, Anglo-Saxon, Continental and Southern — identified in the
literature (Esping-Anderson, 1996).

In the face of these trends towards the hegemony of market forces, it
might have been anticipated that holding onto those values that privilege
common purpose, co-operation and solidarity (i.e. those that characterise
social economy approaches) over individualism, meritocracy and
competitive rivalry would be more difficult. But an equally powerful
argument can also be employed in reverse — that these are precisely the
circumstances under which social and moral values are most likely to be re-
evaluated and re-asserted. It is one of the helpful insights from abstract
theory that a key feature of periods of “regime change” (such as our current
New Times, as described in the introduction to this chapter) is the amount of
what Peck and Tickell (1995) call “institutional searching” that takes place.
In other words, there is inevitably a great deal of activity and interest
focussed on finding a new mode of social regulation that can help society at
large cope with the collateral or “reflexive” (Beck, Giddens and Lash, 1994)
effects of the new economic regime as inequalities show a tendency to rise
and pressures on the stability of civil society increase.

What we seem to be witnessing then is a situation in which debates
about the social economy (along with discourses about the “third system”,
“third sector” or “third way”) have a significant role to play in this
contemporary process of institutional search and experimentation. What is
particularly interesting here is that aspects of the social economy (though all
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of the protagonists may not be willing to recognise this label) are being
debated at all levels from the international (OECD) and the European
(European Commission), through significantly different national
perspectives, to regions and localities. While the “challenge to Social
Europe” is a popular slogan for EU level debates, other critical debates
about economy and society have a French, Nordic or Anglo-Saxon cultural
flavour for example, or are set at national or regional level depending on
different relevant priorities. Above all, the last decade has seen intensely
local debates about how wider non-market and common purpose issues like
social justice, the quality of life and the environment are to be dealt with in
the context of New Times. These debates are usually about devices for
mediating the malign effects of the open marketplace while still capturing
the benefits of free trade. They are often also about the dominance of
exchange over use values when many critical needs do not so readily
translate themselves into bankable market opportunities for orthodox
business.

Where stands the social economy?

A radical alternative or non-challenging adjustment mechanism?

Despite the above claim that debates bringing the social economy into
policy discourse have by no means gone away, it is hard to answer
categorically the question of “Where stands the social economy?” posed in
the heading to this section. The only reasonable answer — as the chapter goes
on to show — is that “it depends on what you are talking about and where
you are”. In some European countries the phrase ‘“social economy” is
probably rarely heard in the corridors of power. By contrast, in others (e.g.
France, Spain, Belgium, Italy, Ireland) it is part of the lingua franca of
everyday discourse. This is not to say that the topics for debate are
necessarily so variable from country to country — more that the “social
economy” as a label is differentially regarded — often as a result of past
experiences and the baggage that comes from history (Borzaga and
Defourny, 2001; Borzaga and Spear, 2004).

One general feature that can be observed, however, is that debates about
the nature and role of the social economy in contemporary society tend to
revolve around whether it represents a real alternative to the hegemonic
(often described as “American”) project of neo-liberalisation or is simply a
part of the “institutional searching” (Peck and Tickell, 1995) that is going on
within that project. Put another way: “Is the social economy predominantly
seen as the basis for a radical grand narrative or a more limited “toolkit” to
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fix the social problems that arise out of the return to increasingly unfettered
market forces?”

Without wanting to address such a grand question in full in this chapter,
it is perhaps one of the least controversial stances to take as an observer of
practice that, while the radical alternative proposition is by no means dead
and has its strong supporters, the version of the social economy that offers
little in the way of challenge to the dominant liberal capitalist ideology is, by
far, the easiest to recognise. A review of the “grey” (ephemeral and usually
policy-related) literature by any method will, for example, show that the
term “social economy” is widely (and often loosely) used across a huge
variety of contexts and subjects — so much so that popular definition in the
practitioner world tends to be derived more from a “sense of what it is
about” — taken from regular exposure to the use of the term in descriptions
of projects and policy initiatives.

This is not to say that there are not volumes of copy available offering a
formal (if rarely unchallenged) statement of what the term social economy
might actually represent. It is simply that empirical observation most often
reveals the social economy in policy terms as an instrumental device for
addressing objectives that are usually distinctly pragmatic. Indeed, given the
local focus for some of the debates, we are not just dealing with “grand
narratives” but a host of more on-the-ground issues that reflect the pressures
of ordinary people’s lives. The focus of the social economy as an instrument
of policy is more often than not on places where there is market failure of
one kind or another (for example, in relation to the environment, personal
and social services, and business and personal finance) and on segments of
the population (such as ethnic minorities, women, migrants, the long-term
unemployed, disabled people and so on) that are disadvantaged in access to
paid jobs (Spear, et al, 2001). Sitting behind these popularly received
definitions in policy practice are, more often than not, experimental grant-
funded European or national programmes where the objective has been to
engineer some form of innovative action whilst sharing experiences from
place to place. Institutional searching at the micro-scale has significantly
raised the profile of “partnership” forms in some sort of loosely defined
“social economy approach”.

The roles and the players - filing gaps and tackling welfare issues
but offering a different sort of economy

As to defining the sorts of organisations that constitute this social
economy defined in policy practice, these are closely connected with those
that inhabit the third sector in general. The label “third sector” covers a
wider entity that, in European terms at least, includes a multiplicity of
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stakeholders from associations, through charities, foundations, trusts,
mutuals, and not-for-profit companies to (and this is the source of some
debate — see CIRIEC, 1999; Evers and Laville, 2004a) member and
producer co-operatives. Within this, bodies that have an ambition to create a
different sort of economy — one that has a different approach to the
organisation of work and production and the distribution of surplus —
constitute the formally defined social economy. Looked at in legal terms we
might identify associations, co-operatives, mutual aid societies and
foundations as those that most readily adopt these more economic roles.
Under contemporary circumstances, it is these sorts of organisations that
figure most in getting excluded people into jobs, filling local gaps in
personal and social services, lowering business transaction costs, dealing
with waste disposal and recycling, tackling environmental sustainability and
so on. Theory would demand more rigour and qualification but in the world
of practice these sorts of organisations doing these sorts of tasks would be
more likely than not the recognised players in the social economy.

A conduit for voice, participation and democratic engagement

Since, for the most part, the funders for the actions described above are
governments and the tasks required are those that any good government
would aspire to taking on in the most effective possible manner, it might be
argued that there is no a priori whiff of radicalism here — just an alternative
(social economy) way of marshalling new social forms to find solutions to
pressing problems. Where, however, there is more evidence of room for
radical or alternative intent is that the social economy approach brings into
play issues about voice, participation, democratic engagement, partnership,
empowerment, etc.. This may be inside the organisation itself (worker
rights, gender inclusion and family friendly policies for example), in the
relations between the organisation and its customer, client or beneficiary
base (the service ethos) and in the wider context of the “proper” role of the
state in relation to private business and the third sector (welfare mix and
welfare pluralism). Such aspects call up the “real stuff” of traditional
debates on the social economy per se as an alternative ideology that
privileges solidaristic working, social and distributive justice and quality of
life and the environment over the demands of the free market. It is at least in
a world of dominant neo-liberal ideology a place where such debates can
continue to take place.

Much of this social economy discourse is, of course, caught up with
other kinds of discussions — about the decentralisation of power, about
“bottom up” and local forms of representative and participative democracy,
about giving voice to minority groups, about allowing gender and race
issues an appropriate platform, about creating appropriate sites for debates
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about quality of life and the environment. In some places these are wrapped
up under the social economy heading but this is relatively unusual. It is
nevertheless clear that, whenever the root values for the social economy or
its constituent organisations are set out, matters of solidarity, trust and
inclusiveness lie at the heart of it. Despite the narrow instrumental
objectives that often define their executive and, in particular, grant-funded
actions, the trustee organisations of the social economy are drawn in by
definition to uphold values that privilege the democratic and inclusive
approach and social values over individualism and market forces.

During a decade of European funding for bottom up local partnership
approaches to employment and development, large numbers of projects
dealing with market failures, lacunae in public service provision,
inequalities of well being and economic inclusion have been engineered into
place as a deliberate act of policy. It can be argued that through the creation
of these sorts of convivial spaces, both action and debate has contributed to
the “bubbling away” of conversations (especially at local level) about wider
issues of economy, society and distributional justice. In this sense, then, the
instrumental agenda of creating jobs, fostering inclusion and tackling local
market failures has had the positive collateral effect of contributing to, and
widening, social and political discourse. In some cases there has even been a
deliberate, policy driven, attempt to use voice and empowerment strategies
to install a measurable quantum of social or civil capital (Blunkett, 2003;
LRDP Ltd, 2002) in particular places.

Complexity, hybridisation and the indeterminacy of long run
outcomes

The practical answer to the question in the section heading as to whether
the social economy is a radical alternative or non-threatening adjustment
mechanism is of course “both” and “simultaneously”. This is an answer,
unfortunately, likely to convince proponents of grand narrative theories only
of the shallowness of mere practitioners. What we seem most able to see,
however, is a process in motion with a great deal of indeterminacy in the
outcome. It is sheer complexity that renders it difficult to know with any
degree of confidence “how the social economy stands” in the contemporary
political context. From this perspective, we are looking at the social
economy as a mixed and pluralistic model that involves a variety of
stakeholders and which is being played out across a huge variety of contexts
and continues to take shape. It is, for example, increasingly replete with
hybrid forms linking private, state and third sector players in different ways
(Evers and Laville, 2004b). This makes the social economy not so much a
definable sector in its own right, but more a set of “intermediating
processes” (Laville and Nyssens, 2001) that work through arrangements of
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association, partnership, stake holding, joint venturing, co-contracting,
mutual support and so on. It does play a critical role in ameliorating the
collateral damage that emerges as a new economic regime is bedded in —
especially if that regime is strongly focused on liberal and individualistic
values, free markets, unconstrained capital flows and global reach — but it
would be hard to promote this as a crucible of radical thinking. Equally it is
perhaps too simplistic to see the social economy as the polar opposite — that
is, just as a naive collaborator in Jessop’s (2002) “flanking strategy”
whereby support for neo-liberalism is sustained by addressing the
dysfunctional elements of neo-liberalism with non-market based solutions,
effectively helping to take the sharpest edges off the malign effects of a
regressive market driven process.

In the same vein, Peck and Tickell (2002, cited in Graefe, 2004) might
be drawn to see the social economy in the contemporary world as a Trojan
horse facilitating ‘“the marketisation of the social realm” — that is the
penetration of what was traditionally the sphere of publicly delivered public
services and the third sector by market based forms of contracting and
exchange.1 One of the often expressed fears here is of “isomorphism” — of
the variety being drawn out of the process of creative, radical and wide-
ranging discourses and actions in favour of narrow and increasingly
orthodox prescriptions for the evolution of social economy forms (Laville, et
al., 1999). There seems little doubt that substantial pressures do exist for the
organisations of the social economy to be both “better businesses” where
they can aspire to that label and “more businesslike” if they cannot. Whether
this is a strong enough impulse widely to deserve the isomorphism label is a
moot point, especially given the earlier consideration that even the most
prosaic and instrumental actions can still provide convivial spaces for local
debate. As we go on to show, however, these issues are more sharply
defined in the UK social enterprise model and there is perhaps rather more
concern about the dangers of isomorphism.

Moreover, even the strongest supporters of the social economy can have
little defence against arguments that they should make better use of
resources, organise themselves more efficiently, treat their workers and
volunteers well and serve their clients at quality. The real threat implied in
the isomorphism debate is whether doing any or all of these things has a
significant effect on organisations’ social and moral ethos and/or impacts on
the issue of in whose interests they act when the hardest choices have to be
made. Grand narratives of strategies within the neo-liberal project should
make us wary of false prospectuses by governments and private businesses
but they are not by themselves sufficient to deny the value added that, as the
next section shows, has been created in concrete contexts by the introduction
of social economy organisations.
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The social economy: an identifiable source of value-added for new
times

While we will return to more fundamental questions about the status of
the social economy in the conclusion, the next section makes an attempt,
again from an empirical rather than theoretical viewpoint, to visualise which
parts of the contemporary economy have been most effectively colonised by
social economy organisations. It looks at where the social economy has
already bedded itself in successfully and then speculates on where those EU-
level trends outlined at the start of the chapter are likely to take it in the
future. In a previous work (see Lloyd, 2004) the activity spaces most
effectively colonised were identified as: bottom up and local approaches to
social exclusion; providing platforms for insertion jobs; and filling service-
gaps and prospecting for new jobs sources. The present section will now use
those same activity headings: a) to take a brief look back at niches already
occupied by the social economy; and, b) to look forward to speculate on
where this capacity and experience might be developed in the future.

“Bottom-up” and local approaches to social exclusion

A resource bank of local social economy initiatives

During the 1990s the organisations of the social economy, as we have
described them above, found themselves straying onto a surprisingly large
area of fertile ground. They appeared, in particular, to have a special ability
to satisfy growing local demands for bottom-up approaches that offered
appropriate ways to get people into social enterprises, co-operatives, trusts
and local partnership bodies in general (Lloyd and Ramsden, 2000). In
particular, the organisations of the social economy revealed their special
value as a device for fostering multi-stakeholder collaboration and for
mobilising it to address the needs of the more deprived local communities.
This way, the public and private sectors could engage more constructively
with social partners and community organisations in a concerted attempt to
solve locally, those problems that either the state alone or market forces had
failed adequately to address. The capacity to take a more co-ordinated and
organic approach to socio-economic and urban/rural development by
bringing together such hybrid coalitions of partners seemed to offer genuine
value added both by getting better substantive results and, in parallel, by
building local social capital and enhanced relations of trust between people
(Lloyd, et al., 1996).

Although there is great variation across the EU, governments have
become more convinced of the value of the role played by local
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partnerships, associations, mutuals, co-operatives, social enterprises and the
like, to tackle aspects of deprivation. Indeed, it is a feature of the European
system of multi-level governance that the local has been given a degree of
privileged attention in EU guidance and in many EU member states there
has been a flowering of these sorts of organisations. In some areas there can
even be said to be a “crowded platform” of local and social economy
organisations jostling each other for the attention of the funding authorities.
Many of them are identifiable as complex organisations — those “hybrids”
that Evers and Laville (2004b) describe as representing the new dynamic of
the social economy. A significant resource bank of local and social economy
initiatives has been put in place and despite the existence of those
continually grinding issues that naturally arise from the juxtaposition of
different values and mindsets, Europe confronts New Times having in place
a wealth of learned local experience.

A buffer against future social and spatial exclusion and demographic
ageing

Under current and likely future circumstances none of the pressures that
find local people (particularly the poorest people in the poorest areas)
confronting multiple problems have become less significant.” In some
countries, like the UK for instance, social inequality has become more
prominent and social mobility reduced. It is one of the fears associated with
the turn to neo-liberalism that this may be destined to increase more widely.
Europe’s major cities may be expected to face special difficulties as they
experience new waves of in-migration while still coping with their long-
standing problems of social exclusion. The new EU member states will, of
course, present issues of multiple deprivations on a scale not previously
known in the history of the EU. The expansion of social economy solutions
is, then, a channel with real potential significantly to repay the effort
invested in it thus far.

What a futures perspective needs also to emphasise, of course, is the
general impact of European demography itself on the shape and form of
social and spatial inequality. We have already pointed, for example, to the
issue of demographic ageing. While this is a more pressing issue for the
established EU members than the newer ones, nothing in the Union,
especially where it impinges on welfare and the resources assigned to it, is
outside the bounds of its effects. For the needed resources to find their way
to the EU 1042, the EU15 must address the demographic ageing issue as it
confronts them. There is, therefore, a pressing need for them to find ways to
be more sensitive to what must be done and to be more creative in deciding
(“institutional searching again”) how to go about it. Critical though this is,
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the issue of demographic ageing is not reducible to one of “pensions and
care” nor is it solely about finding ways to keep older people in paid work
longer. Significantly, it presents opportunities as well as threats. Viewed
from a social economy perspective, older people have a long tradition of
supplying volunteer labour (both in the family and in society at large). If one
of the demands for the future is to find ways for this valued input to be
willingly given and appropriately rewarded then some prime solutions are
likely to be both local and within a social economy context. The sorts of
organisations best used will need to be flexible and sensitive enough to
mobilise and manage this important, but discerning, human resource. While
the established third sector organisations that lobby on behalf of older
people will have a critical role to play, the door needs to be thrown wide
open within the wider social economy and at local level to recognise this
considerable opportunity for what it is.

A source of sensitivity to the complexities of micro-scale social forms

The free movement of labour is enshrined in the basic principles of the
EU and while it has been politically convenient in some quarters to
exaggerate the amounts of cross-border migration that are likely to arise
once the new member states are fully integrated, substantial movement
between and within countries will take place. Migration is, then, another
feature of demography that needs to be taken on board in a futures view of
the role of the social economy. While, according to Wanner (2004, cited in
Salt, 2005), the impact of migration on the labour force and the wider
economy will be “somewhere between broadly neutral and mildly positive at
the aggregate level”, this masks those sorts of impacts at local level that
might well be far from “broadly neutral and mildly positive”. Salt (2005)
makes it clear that, as he quaintly puts it, “recorded foreigners are urban
creatures” and that many of the less skilled among them will arrive and find
themselves living out their lives in the inner areas of Europe’s major cities.
This will place more stress on precisely those geographical areas where
multiple deprivation is already a feature and where, as noted earlier, social
economy organisations have colonised the empty spaces where state support
has been inadequately sensitive to meet those pressures and sources of
conflict that arise. It has been one of the successes of the social economy
that it has been able to play an acknowledged role in multi-faith, multi-
ethnic and multi-cultural communities where the orthodox institutions of the
central or local state have been neither flexible enough nor “worldly-wise”
enough to be able to cope with fast and complex change. There is no hint
here of a diminution of the demand for local social economy organisations
that can help build civic and social capital for the future in these zones of
urban transition.
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A reality check - the dominance of macro-scale issues and questions
of sustainability

If there is a downside to this somewhat rosy-hued view both of the
capacity and opportunity of local social economy organisations to play an
enhanced role in the future, it is that national and supranational interest in
the local appears to have waned in the face of concerns such as: security
post 11 September 2001; the national heart searching over the European
Constitution; the dash for growth in the knowledge intensive industries in
the Lisbon process; the threats to the European model coming from
globalisation; the pensions crisis; and the competitive effects of the non-
wage costs of labour. Local and more grounded concerns about people and
their lives seem to have given way to more macro-scale debates and to inter-
governmental bargaining. The advent of the open method of co-ordination
as the transmission mechanism for European policy and practice has had
both positive and negative effects on local and social economy bodies. In a
positive sense it has served to feed the transfer of innovation and creativity
from government to government and local organisation to local organisation.
In a negative sense it has once again enabled national administrations to
“frame the boundaries of the possible” — limiting the power of the European
institutions more directly to influence actions through those experimental
funding programmes that boosted the social economy in the past (see
Wallace 2001). A critical difficulty, as we shall go on to show later, is that
these macro-political shifts in the EU have also made it far more difficult to
find the sustainable means to finance the huge population of particularly
locally based experimental initiatives, of which the social economy was a
part of, seeded across Europe in the last decade.

The social economy as a provider of insertion jobs

An established player in work activation and job insertion
programmes

A second fertile policy ground for the growth of the social economy and
its organisations during the last decade was a product of the persistence of
unemployment across the EU. The inability of the formal economy to
provide jobs in sufficiently large numbers opened the door to those socially
motivated organisations dedicated to the creation of “insertion jobs”, usually
short-term state sponsored employment dedicated to overcoming the barriers
that keep people out of the labour market. While many of the social
economy organisations drawn in to meet this need are locally based (and
were described in the previous section) others operated nationally,
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regionally and by industrial or occupational sector. Particularly at this larger
scale, social economy organisations became associated with national work
activation programmes. Unemployed and socially excluded groups were
drawn into time-bound programmes of training, occupational integration and
work-placement and it was a particular property of social economy bodies
that they were “closer” to the so-called target groups. Many, both new and
older, established, players in the third sector and social economy captured a
key role here (Borzaga and Defourny, 2001). This was not simply by virtue
of their social motivation and history but also by virtue of their real capacity
to deliver these sorts of schemes to governments at scale. In the terms of our
earlier discussion about “marketising the social realm”, many of these
organisations had to become more flexible and businesslike in their
ambitions to be in a position contractually to fill a public service
requirement.

Taking a futures perspective, work activation is destined to become an
established part of mainstream state policy. Unemployment continues to
persist and even at the peak of the cycle there are particular groups and
localities where unemployment is likely to remain an endemic part of
everyday life. The ability of organisations with a social mission but a
businesslike orientation to carry the work activation role in the communities
where it is needed is clearly established. Indeed, there is a “bankable”
opportunity for the social economy and its organisations to continue to
colonise this terrain — though in some countries the private sector has also
become a major competitor. In many European member states this element
of the public service has already been positioned as part of a mixed economy
of public service delivery configured as a market. It forms a critical platform
on which those hybrids of the emerging social economy are working out
their future strategies and dealing with the paradoxes implied in being
“market led but values driven”.

While in a sense the issue of work activation is a continuing policy
process where the social economy has developed a powerful position, the
issue of active ageing is one that will begin to pick up momentum in the
years ahead. Insertion jobs here have an entirely different character and one
that should lead the organisations of the social economy to pay particular
attention. Policy support for getting older people who want jobs into work
might be expected to be different in many ways from the orthodox. The
sensitivity needed and the tendency toward time and space limitations in
older persons’ job seeking should, of course, play to the strengths of social
economy organisations and offer a clear inducement for them to take a
leading role.
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The social economy as service gap-filler and a device to “prospect for
new jobs”

An instrument for local action to fill unmet service needs

A third feature of the potential social economy portfolio that has
captured competitive weight as a tool in providing policy solutions came
from attempts to address three long-standing but always changing problems:
1) a rising demand for social, personal and community services; ii) a need to
find ways to meet these demands while constraining levels of direct state
expenditure and rates of taxation; and, iii) the persistence of spatially
localised pockets of deprivation where these service gaps are extreme
regardless of the economic cycle (Borzaga, 1999). The European
Commission’s Local Development and Employment Initiative (LDEI) was
the fountainhead for new ideas about the use of local enterprises (both
private and social) to create sustainable employment (CEC, 1995; 1996).
What LDEI introduced was the idea that local action could be taken to
search out new job slots to fill unmet service needs chiefly in the caring,
environment and leisure and cultural sectors — what Laville (1999) calls the
“sheltered economy".

A key player for the future in a mixed economy of service delivery

During the last two decades social economy organisations have
increasingly been drawn in to occupy the spaces deserted by or overlooked
by a hard-pressed public sector. In the process many have taken on a role as
entrepreneurial producers of collective services at one remove (or more)
from the public sector. In particular, they have found themselves able to
diversify the supply of services and mould it to increasingly complex
demands, adding to the overall availability of resources for such services
and creating jobs into the bargain. These activities tend to fall into three
broad service groups (Campbell, 1999):

e Those produced as a result of rights recognised by law and which
are therefore financed by the state (or for which the state provides
public insurance), regardless of whether the provider is public,
private or third sector. Examples of these are health services,
education, services for the disabled, basic employment services and
SO on.

e Those for individual consumption but which also produce some
collective benefits (“collective” or “merit” services), and which may
therefore be financed at least partly out of public or charitable funds.
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Examples of these are child-care centres, home care services for the
elderly and disabled, job search support.

e Those that are dedicated to the person or the family with a high
“relational” content - that is they depend for their usefulness on the
quality of the relationship between producer and consumer.
Examples of these would again be home and elder care services.

Cutting across these categories, the organisations of the social economy
have found themselves particularly well able to respond to gaps in what are
called proximity services — those with a very localised content in the sense
that they are based on regularly needed things — postal collection, home
meals delivery for the old and the disabled, ephemeral shopping, local
transport and so on.

In its hybrid forms the social economy can play a role in any or all of
these three broad service types, as an alternative to, or in partnership with
public or private organisations. From the demand side it can foster the
emergence of unexpressed needs, both personal and social. From the supply
side it can organise and produce some services more efficiently than public
or private providers thanks to the specific advantages it enjoys. In practice,
however, the reliance of social economy organisations on public financing
has often limited their scope to that of prime contractors for the public
sector, delivering services to the most disadvantaged. But the more
innovative among them have moved to expand the use of their specialised
pools of competency into the wider marketplace for public and even private
services.

A continuing source of some new jobs and local income multipliers

The “base molecules” of the social economy that provide these sorts of
services are its social enterprises. These are defined in their widest sense by
Laville and Nyssens (2001) as: “enterprises initiated by groups of citizens
who seek to provide an expanded range of services and more openness to
the community — they place a high value on independence and economic
risk taking”. While filling gaps they also create jobs. The services involved
are often highly labour-intensive. They tend to be filled by local people who
then spend much of their wages locally, so they can offer a form of
development that reduces “leakages” from the local economy. Many of the
jobs are located among disadvantaged communities. It was this sort of
picture that led the authors of the LDEI project to talk about “tailor made”
jobs — those cut out to meet expressed local needs, that are at the same time
are well-suited to offering employment and income to local people. In this
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sense then the social economy proves itself to be multiply-useful in
particular contexts.

However, once again such a rosy-hued perspective needs to be set in
context. As Amin, Cameron and Hudson (2002) point out there is no
panacea here. The social economy is able to meet some of the demands
placed on it as a source of jobs but over-enthusiastic claims that it can
provide an instrument to allow socially excluded communities to “trade their
way out of welfare dependency” can be dangerous. De facto, most of the
successes in claiming those job generation outputs that have given the social
economy such a buoyant press have been predicated on the continued
injection of public funds. Only a limited proportion of social enterprises
have broken through to become sustainable revenue driven organisations
performing this kind of service. This is a subject we will return to in the
final section of the chapter.

Simultaneously filling service gaps and creating civic capital

But whatever jobs can be created by the social economy, there is always
that other, less tangible, contribution that adds value. Evers (2001) helps to
identify this wider contribution through the idea of civic capital. This
introduces the idea that, however ordinary the service provided, there is
always an opportunity within the social economy for it to offer special added
value by contributing to “trust and democratisation” in the local
communities concerned and the social enterprises themselves. Through this
the social economy has the potential to empower and integrate people, use
trust to reduce transaction costs, create the conditions to mobilise goodwill
and free volunteer labour. This is far more than being just a service “gap-
filler”, it brings on board the special ability of the social economy to
mobilise social capital “through reciprocal relationships that integrate a
dimension of service to the community” (Laville and Nyssens, 2001). If at
the same time some social enterprises can supply quality local services in
the face of market failure then the free value added from these collateral
actions must make it very attractive.

Looking to the future, it seems obvious to state that the sorts of gaps that
the social economy is able to fill are unlikely to diminish and are by any
standard likely to expand. Perhaps the most vital message from this section
of the chapter is, however, to reflect on the learned experience we have to
temper some of the more extravagant claims made for the social economy as
an economic engine or as an obvious source of new jobs. This is a critical
lesson for the new member states who may be receiving beguiling stories
about past successes. It is true that the portfolio of the social economy is, as
the literature shows (Borzaga and Defourny, 2001), rich with “gap-filling”
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organisations that use their social values and trust-based relationships to find
entry to those factor and product markets that a more bottom-line accounting
motivation would discount. The most prominent — as we saw earlier — is in
relation to the labour market where “unused” workers are confronted with a
gap in the opportunities available to them to capture paid employment —
even in some cases where job and skill shortages exist. Those other less
tangible gaps that emerge in a society that sees the free play of market forces
are those in the fabric of local civic society and we have partially addressed
this issue (though only from a local perspective) in an earlier discussion.
The social economy is active here in relation to the needs of young people,
of women of minorities of people suffering disability and so on — a tradition
that takes it back to its solidaristic and philanthropic roots.

Conclusion: seeking a sustainable future for the social economy

Different sustainabilities

It is entirely consistent with the sorts of pressures coming to bear on the
European welfare model that, while the gaps and inequalities will certainly
not diminish, the historic flow of funding that has underpinned the ability of
the social economy to play a significant role in addressing them is destined
itself to come under extreme pressure. What we have called the phase of
“colonisation” that has seen the social economy and its organisations rise up
the policy agenda has been to a large extent publicly financed. In particular,
it has been the community initiatives and the other experimental
programmes of the European Commission, which have simultaneously
raised the profile of the local and of the social economy. It is already known
that these programmes will not be going forward in the 2007-2013
programming period and that core European Regional Development Fund
and European Structural Fund spending will be more dependent on decisions
by the beneficiary member states. Experimentation has given way to
“mainstreaming” and the responsibility for programming the Structural
Funds has been devolved to member states. In both the short and long run
future the burning question for the social economy is then: “What are the
available routes to financial sustainability and what impact will choosing a
particular route have on it?” It is here that the ongoing debates about the US-
UK, (Anglo-Saxon) versus the Continental European approaches to defining
social enterprise leave the realms of theory and have to be understood as
vital practical questions for the social economy in New Times.

Arrayed across the space between those two very different philosophical
standpoints we have been examining — the social economy as a project
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within neo-liberalism or the social economy as a platform for a kind of
economy based on alternative values — a number of obvious practical routes
offer themselves to underpin the future. These include: continued public
support from the mainstream for the social economy as a quasi-public entity;
enhanced recourse to philanthropic giving (including corporate social
responsibility finance); the generation of sustainable revenue finance from
the trading of goods and services; and, loan and equity based finance from
private sources and joint venture/partnership arrangements with private
companies. Indeed, the overall portfolio for sustaining the social economy
might well include elements of many of these sources in combination. In the
case of each one, however, the pathways chosen by the individual social
enterprises carry with them their own bundles of opportunities and
constraints. The sum of the choices that are made across the population (that
we have already recognised increasingly as hybrids of one kind or another)
will have a potentially profound effect on what the social economy is and
what it will turn out to be in the new political economic context.

We are not in a position to explore this in depth here but, consistent with
the argument just set out, it may be helpful to illustrate how the choice of,
and emphasis on, alternative routes to sustainability — whether by an
individual social enterprise itself or by a country-specific regime for
supporting the social economy more generally — can have potentially
dramatic effects on what role the social economy might realistically play in
New Times. To make things simple, we can perhaps say that continued
financing from the public mainstream might make for the least radical
change — provided (and this is the real issue) the choice to rely on this route
can be assumed still to exist and can be readily sustained. If, however,
European and member states’ funds in general are destined to come under
increasing pressure, (and this takes us right to the heart of the current debate
over the choice between the Anglo-Saxon and Continental models for the
future of the EU) what impact will other choices from the portfolio to
sustain the social economy produce?

Since we do have a current European experiment in place that pursues
another route, we are at least in a position to speculate about what the, more
market driven, traded revenues and loans model might look like. This is, of
course, the case of the government-sponsored drive for social enterprise in
the United Kingdom (or more precisely England).

An example of the “market” approach: state supported social
enterprise in the UK

The social enterprise agenda has moved at breathtaking speed in the
United Kingdom. From being part of the domain of enthusiasts for the social
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economy, social enterprise became widely discussed, increasingly widely
written about and, most importantly of all, adopted in government policy. In
2001 the Social Enterprise Unit was established in a lead Department of
State — the Department of Trade and Industry. The publication of Social
Enterprise: A Strategy for Success (DTI, 2003) gave an unprecedented level
of support to an area of economic activity that had up to this point been on
the margins of the policy world. What was particularly remarkable about the
new initiative was that a department not traditionally known for supporting a
“soft” policy area sponsored it. The Government’s three year strategy was
set out as follows: “working with other stakeholders, we will promote and
support social enterprise activity to achieve: dynamic and sustainable social
enterprise, strengthening an inclusive and growing economy” (DTI, 2003).
The elements of the strategy were threefold: create an enabling environment;
make social enterprises better businesses; and establish the value of social
enterprise. In parallel with this came legislative changes for company law
that recognised the existence of Community Interest Companies (CICs).

What was envisaged was to create “new enterprise vehicles” (Patricia
Hewitt, Secretary of State for Trade and Industry) to sit within a context of
the revival of all forms of enterprise in the nation’s most deprived areas.
These would, of course, sustain themselves largely in the manner of all
businesses — gaining and sustaining a market position, generating revenue
from trading activity, capturing surpluses for investment and growth and
using their credit status and asset base to attract loan finance or outside
equity. What was being described was, of course, an overt strategy of the
Blair government for public service reform — seeing the key players of the
social economy encouraged to adopt a business format (while of course
retaining their social values) and, more significantly, making it clear that
this approach was likely to be regarded as the prime (if not perhaps the only)
source of available government support for the future (HM Treasury, 2002
and 2003). The UK approach has, of course, a much closer affiliation with
the US not-for-profits model than its Continental counterpart. In this, the
added social and economic value results from the substantive outputs of the
actions of social enterprises using their special properties as organisations.

In 2006, the Social Enterprise Unit was moved into the newly formed
Office of the Third Sector. The role of Office is to both to design and deliver
policies supporting the third sector, as well as to act as an advocate for it
across government. Following the establishment of the Office, Social
Enterprise Action Plan: Scaling New Heights (2006) was launched, which
re-emphasised the government’s belief in the role of social enterprises
within society, and the contribution they could make to the government’s
agenda including “overcoming injustice and social exclusion”. Central to the
government’s approach to social enterprises are the ideas that: a) social
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enterprise becomes a component of the mainstream economy using its
special properties (sensitivity to the needs of socially excluded people and
trust-based relationships) to deliver enhanced services to disadvantaged
areas; and b) that they become an accepted player in the mixed economy of
public service delivery. The enterprises involved are invited to pursue their
social value systems and carry on their traditional mission as part of a
triumvirate with the public and private sectors. The view of those within the
social enterprise community who support the model is that it represents a
great victory for the mainstream recognition of their “market led but values
driven” form of enterprise. To those who oppose it, there are worries that
seeing social enterprise through this narrow lens and promoting it so
powerfully will put at risk all of those elements of the social economy that
are not subject to measurement in business (even social business) terms.

It is perhaps easier to see more clearly from the UK example why it is
that Peck and Tickell (2002, cited in Graefe, 2004) and Jessop (2002) should
be concerned about non-challenging strategies to the neo-liberal agenda in
those “rolling out” and “flanking” strategies discussed earlier. Similarly, the
concerns already described about isomorphism — driving complex forms
along a narrowing pathway — might also be legitimately raised by such a
clearly prescriptive approach. At the very least Laville’s (1999) description
of social enterprise as “placing a high value on independence and economic
risk taking” is likely to be significantly challenged by social enterprises
being drawn so strongly into orthodox business roles and becoming prime
public service contractors to government.

A return to wider debates

With this set of concerns, however, we return at the end of the chapter to
macro-scale debates about the future of the European model of social
welfare. Where the social economy stands now and will go in the future will
very much depend on how these questions are resolved. The current
European standing of the social economy owes much to the principle of
seeking “competitiveness with cohesion” that has seen state support for the
embedding of a myriad of social economy organisations into the fabric of
economy and society. The overriding — and politically challenging —
question is: “Can such a process be sustained against the pressures of global
neo-liberalism?” On the one hand it is clear that unless it is sustained,
perhaps in some partial way, those convivial spaces for debate and the
positive collateral effects of building civic and social capital that form so
much of the value added of the social economy described in this chapter
may be increasingly lost. On the other, running a business, social or
otherwise, demands both appropriate scale and clear focus. Evidence from
some successful UK social enterprises suggests that in practice these can
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become real pressures for managers looking to sustain their competitive
advantage. Local community voices demand that they stay local and
building social capital means the allocation of attention and resources to
“non-core activities”. Moreover, perhaps an even bigger danger from the
market driven model of social enterprise is that only a small proportion of
the current population of social economy organisations can reasonably be
expected to participate in it and succeed. Vast numbers of those “colonisers”
described earlier cannot either aspire to it or would be fundamentally
changed by attempting to engage with it.

There is, then, a genuine — and highly significant — issue here of
potentially “throwing the baby out with the bathwater” if EU member states
do opt for an entirely market-led model for the development of the social
economy. In other words, the stock of learned good practice, competency
and sheer goodwill that we pointed to earlier is an asset that could very well
be lost or at the very least seriously damaged if governments do not submit
their policies to Putnam’s (1993) test that every state action should be
valued in terms of its ability either to enhance or deplete the available stock
of social capital. This is not to say that purist notions of some idealised “real
social economy” should be used to resist attempts, by those social economy
organisations that can succeed, to become key players in a mixed economy
of public service delivery. It is after all simply part of the hybridisation
process that Laville constantly refers to that the players in the social
economy should be allowed to be judiciously promiscuous in some of their
associations with the state and the private sectors. Equally, and this is where
our engagement with theory and grand narrative is at its most helpful, we
should always be aware of the false prospectus and remind ourselves
constantly of the track record of liberal forms of capitalism with respect to
social and spatial inequalities.

The overall point to take from this chapter is that a Europe of New
Times can be expected increasingly to present the sorts of problems that the
social economy has the historic track record and evolved capacity to
address. We have highlighted its contribution to tackling social and spatial
inequality, in filling service gaps particularly for disadvantaged people and
places, in being able to contribute positively to an active ageing agenda, in
being sensitive enough to read and respond to complex micro-social
situations in urban areas and above all in providing a source of creative
energy and a convivial space for debate. However, from another perspective
New Times is producing changes that have the capacity directly to threaten
even the established position of its organisations if the wrong or at least ill
thought-through decisions are made at the supranational and national level.
The game is still on, however, since as we described at the outset of the
chapter the social economy is an entity/process in motion. It is a domain of

SOCIAL ECONOMY: BUILDING INCLUSIVE ECONOMIES - ISBN- 978-92-64-03987-2 © OECD 2007



CHAPTER 2. THE SOCIAL ECONOMY IN THE NEW POLITICAL ECONOMIC CONTEXT - 85

complexity and the fact that we cannot see “obvious” pathways or ways to
“button it down” is less important than the need continually to maintain its
openness and variety. It is into this intellectual turmoil that the new member
states of the European Union are being welcomed. They too will have a
view on the merits and disadvantages of the extension of liberal market
economics and the ways that human and social values are to be successfully
preserved and they will undoubtedly evolve a different take on the social
economy that reflects their own culture and history.
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1. Peck and Tickell (2002, cited in Graefe, 2004) identify this as what they
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social and political sphere.
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Glossary

Civil society

Civil society may be defined as a space or arena between households
and the state, which affords possibilities of concerted action and social
organisation. Thus, it encompasses all voluntary associations of citizens,
whether politically motivated or active or not (although the term carries an
implication of political consciousness and activity): business, labour, non-
governmental organisations, churches, special interest or purpose groups.
These elements are the constituents of civil society, but none can
individually be representative of it. Business is often excluded, although the
OECD does include it, given that channels of communication between
traditional organised business and labour and government are generally well
established. Most frequently the term is used interchangeably with “NGOs”
where the term “NGO” refers specifically to activist groups, although these
are simply one category of civil society as a whole.

Co-operative

A co-operative is an association of persons united voluntarily to meet
their common economic, social and cultural needs and aspirations through a
jointly-owned and democratically-controlled enterprise. Examples of co-
operatives in Europe can be traced back to the 19th century. The
International Labour Organisation has recently (2003) suggested that co-
operatives should be based on the values of self-help, self-responsibility,
democracy, equality, equity, and solidarity and share the principles of:
voluntary and open membership; democratic member control; member
economic participation; autonomy and independence; education, training
and information; cooperation among cooperatives; and, concern for the
community, which were identified by the International Co-operative
Alliance in 1995. A co-operative includes one or more kinds of users or
stakeholders: 1) consumers who use the enterprise to acquire products or
services (such as a retail co-operative, housing, healthcare or day-care co-
operative); 2) producers (such as independent entrepreneurs, artisans, or
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farmers) who use the enterprise to process and market the goods or services
they produced, or to buy products or services necessary to their professional
activities; and 3) workers who use the enterprise to secure their employment
and control their working conditions. Co-operatives operate democratically
(one person, one vote) through two bodies (general meeting of the members
or delegates, and the board of directors, which is composed of members
elected at a general meeting). The delegate structure may be required to
reflect the size of the organisation or the distance covered by the co-
operative. The co-operative’s start-up capital usually comes from co-op
shares purchased by members. Since 1980, special co-operatives, known as
social co-operatives, have become more widespread in OECD member
countries.

Foundation(s)

Foundations are philanthropic organisations, organised and operated
primarily as a permanent collection of endowed funds, the earnings of which
are used for the long-term benefit of a defined geographical community or
non-profit sector activity. Foundations operate as grant-making institutions,
and also as providers of social, health and cultural services. It thus provides
a significant link between the private and non-profit sectors, acting as a
recipient of private capital and a funder of non-profit organisations.
Foundations are tax-exempt, incorporated, not-for-profit, organisationally
autonomous, and cannot be controlled directly or indirectly by government
at any level, corporations, associations and their members, or individuals).
Because they occupy a unique and central place in the non-profit sector, the
development of foundations will strongly affect the future of the sector as a
whole.

Mutual organisations/societies

A mutual organisation is an organisation owned and managed by its
members and that serves the interests of its members. Mutual organisations
can take the form of self-help groups, friendly societies and co-operatives.
Mutual organisations exclude shareholding as they bring together members
who seek to provide a shared service from which they all benefit. They are
widely represented in the insurance sector.

Non-praofit sector

The best known definition, while not commonly shared, particularly in
European countries, is undoubtedly that supplied by the Johns Hopkins
University in Baltimore (Www.jhu.edu/~cnp/). According to this definition,
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the sector includes organisations which are voluntary, formal, private, self-
governing and which do not distribute profits, such as hospitals, universities,
social clubs, professional organisations, day-care centres, environmental
groups, family counselling agencies, sports clubs, job training centres,
human rights organisations and others. In fact, entities belonging to the non-
profit sector can vary from country to country according to national history
and tradition. The term non-profit, born in the USA, refers mainly to the
absence of profit distribution. This is substantially different to the European
approach of “social economy”, which includes co-operatives. However, this
difference is less significant when investigated through empirical research.
C. Borzaga and J. Defourny (The Emergence of Social Enterprise, 2001,
Routledge, London) argue that the distribution of profits is in any case
limited by internal and external regulations in co-operatives and mutual
organisations in European countries.

Social economy

The term “social economy” first appeared at the beginning of the 19th
century in France. It was, nevertheless, only at the beginning of the 20th
century that it began to be employed to indicate various entities aimed at
improving collective working conditions and individual lives. This concept
is now also used by Anglo-Saxon countries to refer to the production of
goods and services provided not solely by the non-profit sector, but also, in
some cases, by private enterprises with shareholder agreements that force
the majority of shareholders to agree to social objectives undertaken by the
firm. Among the organisations belonging to the social economy, one can
find associations, co-operatives, mutual organisations and foundations. This
type of economy is essentially regulated by the stakeholder principle, which
stands in stark contrast to the notion of shareholder capitalism. The “social
economy” is a broader concept than the non-profit sector, as it is less strictly
bound to the non-distributional constraint, according to which organisations
cannot legally redistribute their surplus to their owners (see also “Third
sector”).

Social enterprise

An organisation form which has flourished in recent years, many
definitions of social enterprise exist. Apart from academic definitions, and
those elaborated by international organisations, which are built around
general criteria, definitions used within countries are specific to the national
understanding of the phenomenon of social enterprises. Increasingly
countries are developing legal definition of social enterprises. Generally,
this concept refers to any private activity conducted in the public interest,
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organised with an entrepreneurial strategy and whose main purpose is not
the maximisation of profit, but the attainment of certain economic and social
goals, and which, through the production of goods and services, brings
innovative solutions to problems such as social exclusion and
unemployment (see Social Enterprises, OECD, 1999). In this way, social
enterprises combine the entrepreneurial skills of the private sector with a
strong social mission that is characteristic of the social economy as a whole.
Social enterprises are part of the thriving and growing collection of
organisations that exist between the private and public sectors. They come in
a variety of forms including employee owned businesses, credit unions, co-
operatives, social co-operatives, development trusts, social firms,
intermediate labour market organisations, community businesses, or
charities’ trading arms. They mainly operate in two fields of activity: the
training and integration into employment of persons excluded from the
labour market, and the delivery of personal and welfare services.

Solidarity economy (économie solidaire)

The idea of the solidarity economy is mainly used in France and Canada
(Quebec), and is also widespread in Latin America. It has different
meanings according to the geographical context in which it is used: in the
South American context, it mainly refers to fair trade and the popular
economy, in Quebec it is linked to cooperatives, non-profit enterprises as
well as to community economic development (mouvement économique
communautaire) and in Europe to solidarity initiatives, mainly, but not
exclusively, in the proximity services. Sometimes the term is used in
association with the term social economy (as in Quebec) and sometimes in
opposition to it, notably where the social economy is seen as composed of
established organisations, while the solidarity economy mainly refers to
non-established citizens’ initiatives aimed at experimenting with new paths
of economic development. In the European context, examples such as the
fair trade movement are developing inside the sector, together with
innovative forms of financial/non monetary-exchanges based on reciprocity.

Third sector

The concept of “third sector” is often used as a synonym to the non-
profit sector and, more recently, also to “social economy”, particularly in
European literature. The term was chosen to reflect the idea that the sector
assembles these otherwise disjointed entities, and that it sits between the
public and private sectors and follows unique social goals and internal
organisational rules. Its mode of financing is mixed, as it can seek both
private and public funding. The idea of establishing a distinct “third sector”
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has given rise to many hefty debates, which have centred upon the danger of
using the third sector as a residual sphere or “dumping ground” for those
individuals excluded from the private and public sectors. To avoid the
danger of social polarisation, the third sector should not merely be seen as
an alternative route or juxtaposition to the public and private sectors, but as
an interactive and reflexive component of economy and society. Others have
argued that the boundaries of the third sector cannot be established with
certainty, and for this controversial reason the European Commission
preferred the use of the term “Third System”.

Third system

The term “Third System” was first utilised by the European Commission
in 1997 and refers to the economic and social fields represented by co-
operatives, mutual companies, associations and foundations, as well as all
local job creation initiatives intended to respond, through the provision of
goods and services, to needs for which neither the market nor the public
sector appear able to make adequate provision. On the initiative of the
European Parliament, in 1997 the European Commission introduced a new
pilot action entitled “Third System and Employment”. The aim of the action
was to explore and enhance the employment potential of the “Third System”
with an emphasis on the areas of social and neighbourhood services, the
environment and the arts
(http://ec.europa.eu/employment_social/publications/2002/ke4502555_en.ht
ml).
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