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(1) Introduction

Growing numbers of people, including government officials, are recognizing the role of the “social economy” in regards to contributing new and innovative ways to produce goods, deliver services, increase wealth and productivity; while simultaneously integrating social and environmental values and goals into the act of production.
 Previously, public policy discourse has tended to revolve around the roles of the private and public sector without serious considerations regarding the impact of the nonprofit sector and its role in the economy. Instead, the products and services performed by community organizations, nonprofits and co-operatives, are primarily seen to be charitable and philanthropic, and outside the economic sphere.
 Alternatively, within the past twenty years there have been numerous civil society initiatives in many countries that attempt to look beyond this duality of the private and public sector concerning both economic and social development. These socio-economic experiments and initiatives are now being recognized for their capacity to achieve success in areas where the public and private sectors have failed either individually or in combination.
 
Historically, the social economy in Canada can draw its roots from many different initiatives throughout its history. For example, in Nova Scotia, coal miners in Stellarton and Sydney established co-operative stores as a response to the predatory pricing practices by company stores. In the prairies, farmers formed co-operatives to market grain rather than accept the unfair prices of the Winnipeg Grain Exchange. In Québec, farm families formed their own credit union, caisse populaire (people’s bank) since they could not get credit from the chartered banks.
 Therefore Canada possesses deep roots in the evolution of what is now known as the social economy. 

However, in the current Canadian context, official recognition of the social economy in public policy discourse started after 1996, when the Quebec government convened the “Summit on the Economy and Employment”, which involved a variety of civil society organizations, such as corporations, unions, municipalities, educational and cultural networks, members of social and community movements, and others, to address high unemployment (12% in Quebec) and high public debts and deficits. The Quebec government at this time challenged these civil society organizations to find strategies that could stimulate economic renewal and job creation.
 Today, after ten years, the social economy in Quebec, 

includes local and community economic development organizations: and women’s, social housing, labour, and environmental movements – accounts for over 10,000 organizations, employs over 100,000 workers and has sales of over $4.3 billion. Yet public policy has a way to go to fully embrace this diverse sector, which is still seen largely as philanthropic and outside the economic sphere.

Within the broader Canadian context, although it is relatively smaller than the non-profit or voluntary sector, researchers believe that the social economy still accounts for approximately 2.6% of the total Canadian economy and provides many tangible and intangible benefits to all Canadians.
 Therefore, it is not surprising to see that both federal and provincial governments are making an effort to experiment, invest and enhance the role of the social economy, social economic enterprises (SEEs), non-profit community enterprises, cooperatives, and credit unions, as alternative mechanisms towards delivering public services and programs. 


In both the ‘Speech from the Throne’ and ‘Federal Budget’ in 2004, the social economy became a federal priority and finally recognized that Canadians are applying their entrepreneurial skills, within a non-profit context, to enhance the social and environmental conditions in communities across Canada. Through Community Economic Development (CED) and the social economy, the federal government has acknowledged the increasing success of this approach towards social goals, such as combating homelessness, addressing poverty and cleaning up the environment.
 Furthermore, the Government of Canada is starting to invest in the social economy by increasing access to resources and tools that are currently available to small and medium-sized enterprises to include social enterprises.
 Other initiatives include research funding through the Social Science and Humanities Research Council (SSHRC), and loan guarantees through the Patient Capital Fund. In terms of the provinces, besides Québec, both Manitoba and Nova Scotia also provide examples of best practices in social economy initiatives.


In summary, we can see that the social economy is starting to gain mainstream recognition by policy-makers and has become a priority for the federal government in creating new and innovative ways to approach social and economic development and public policy. In this discussion paper on the social economy, I will start with a definition of the social economy and its related concepts, and then provide an analysis of the social economy and its contribution to sustainable public policy through the phenomenon of converging values and co-production of public policy, the influence of an integrated approach to public policy from a social economy perspective, and a critical analysis of the costs and risks associated with the delivery of services through the social economy. Through this discussion, the social economy can be seen as an influential sector that impacts the way public policy is carried out and provides a model for sustainable social and economic policy.

(2) Definitions

 ‘Social Economy’

The ‘social economy’ refers to the collective of organizations or enterprises that produce goods and services (economic activity), but are not considered part of the private for-profit or public sector.
 Instead, social economy organizations or social economic enterprises (SEEs) are comprised of a diverse collection of stakeholders, who reinvest their profits to advance the mission of their organization, rather than distributing them to owners/shareholders like a private for-profit organization. In many cases, SEEs are organized based on common interest or public service type objectives and goals. For example, SEEs can be established to serve its members or the community and usually possess a democratic decision-making process in its statutes and code of conduct, while including the participation of both users and workers. SEEs often prioritize people and work over capital and the distribution of revenue and surplus, and bases its activities on principles of participation, empowerment, and individual/collective responsibility.

From this definition of social economy, this would include already established organizations such as some credit unions, agricultural co-operatives, and the network of YMCAs. At the same time, it also includes new initiatives such as nonprofit recycling businesses, parent-run day care centres, worker- and consumer-owned cooperatives, community radio, community-based tourism projects, cooperative and nonprofit housing, and many other examples.


In order to facilitate the identification of who is part of the social economy, Léveque and Mendell provide four broad categories of social economy organizations and enterprises based on their relationship to the market and whether their role in the social economy is based on a response to social needs or the creation of new opportunities.
 (See table below) 

	Social Economy by Needs and Opportunities
	Predominant Relationship to the Market

	
	Non-Market-Based

(Social Development)
	Market-Based

(Economic Development)

	As Response to Urgent Social Needs
	Shelters for the Homeless

Collective Kitchens

Reintegration of School Dropouts
	Training Businesses

Re-adaption Centres

Popular Restaurants (soup kitchens)

Community-based Investment Funds

Development Funds

	As Response to New Opportunities
	Daycare Centres

Perinatal Centres

Eco-museums
	Social Enterprises

Worker Cooperatives

Natural Food Cooperatives

Organic Farming

Recycling


Community Economic Development

Furthermore, Community Economic Development (CED) can be included as part of the social economy definition because, “it offers a form of governance that has the capacity to build solidarity between the many and diverse components of civil society as well as other stakeholders – business and government – within a specified territory”.
 Also, “a number of studies suggest that the social economy and CED have developed with the support of the State and that they are thus part of new forms of state intervention”.
 According to The Canadian Community Economic Development Network (CCEDNet), CED can be defined as:
action by people locally to create economic opportunities and enhance social conditions in their communities on a sustainable and inclusive basis, particularly with those who are most disadvantaged. CED is a community-based and community-directed process that explicitly combines social and economic development and fosters the economic, social, ecological and cultural well-being of communities. CED has emerged as an alternative to conventional approaches to economic development. It is founded on the belief that problems facing communities-unemployment, poverty, job loss, environmental degradation and loss of community control-need to be addressed in a holistic and participatory way.

Social Capital

Social capital, according to Côté, refers to the networks, norms and values, and the way these allow agents and institutions (including legal and public institutions) to be more effective in achieving common objectives.
 In most cases, ‘trust’ is considered an outcome or a proxy for many of the norms, beliefs, and values that underpin social co-operation.
 Social capital can be seen as a complimentary concept to social economy and CED because it allows us to understand the role of relations and networks in social and economic development.
 Sources of social capital for example, can include the family, schools, local communities, firms and national or sub-national administrative units and other institutions. Beyond this simple definition of social capital, three basic types of social capital have been identified: (1) bonding – relationships among families and ethnic groups; (2) bridging – relationships with distant friends, associates and colleagues; and (3) linkages, relations between different social strata in a hierarchy where power, social status and wealth are accessed by different groups.

Social capital in the context of the social economy provides us with a theoretical understanding of social relationships and their impact on creating community-based initiatives, collective efforts and social cohesion, which Côté describes as, 

a reconciliation of a system of organization based on market forces, freedom of opportunity and enterprise, with a commitment to the values of solidarity and mutual support which ensures open access to benefit and protection for all members of society… Therefore, social cohesion can be viewed as an important input for economic growth and human well-being.

Thus, for the purposes of this discussion, social capital serves two important functions in our understanding of the social economy: (1) it provides a theory or rationale that explains the creation, development and sustainability of non-profit organizations and SEEs, and (2) it provides an alternative means in which we can understand social behaviour, economic activities, and human capital through relationships and values.

In any case, for the purpose of this discussion, the term social economy (including Community Economic Development), social economic enterprises (SEEs) and social capital, will be used to broadly describe this complex phenomenon, unless specific terms are required to identify or explain the exact nature of certain initiatives, programs or theories.

(3) Converging Values and the Co-Production of Public Policy
Le Chantier de l’Économie Sociale in collaboration with the Canadian Community Economic Development Network (CCEDNet) advocates a paradigm shift in the way policy-makers see society. Rather than basing public policy on the duality of the public and private sector, they believe that an essential rethink is necessary. This would involve the integration of both economic and social initiatives to address socio-economic issues and in particular the negative consequences of a more polarized society;

despite increased wealth and economic growth, the gap between rich and poor has widened. Entire regions, particularly in rural communities, have been left on the margins of development. In urban areas, the situation in many poor neighbourhoods continues to decline and threatens the development of healthy cities.

In this context, the current duality of the public and private sector only provides solutions that are limited in their outcomes and the emergence of the social economy as an alternative paradigm provides a clear indication that the current way of thinking is outdated and ineffective.
 In other words, advocates of the social economy believe that there has been an insufficient effort to “redefine the parameters of social and economic development in the field of public policy”.
 Furthermore, there is a perception that,

Citizens do not get good value for their dollars and communities do not get the quality of services they deserve. Nor can charities continue to pick up the pieces where government and the market are failing, because there are just too many pieces to pick up! These are some of the reasons that explain the emerging realities and forms of civil society organizations that are questioning traditional political processes and traditional forms of governance and are demanding a more important role in shaping public policy and carrying out social and economic development.

Although the emergence of the social economy does challenge the current duality of the public and private sector, there is another way in which we can see how the social economy is changing public policy discourse for the better. Rather than calling for a paradigm shift that forces policy-makers and civil society to re-evaluate and re-structure how society works and how public policy is fundamentally perceived and created, it is the belief of this author that the social economy actually reflects the convergence of values in the public and private sector. The social economy is creating a venue in which the values of Canadians are converging and affecting public policy in three ways: (1) it is an expression of individual and collective values; (2) it incorporates social values into economic activities; and (3) it calls for strategically shared values between civil society and policy-makers. By looking at these three influences on public policy, we can see that the social economy can contribute to sustainable public policy through shared values between government and its citizens.

An Expression of Individual and Collective Values

The values expressed by individuals who participate in social economy are similar and in come cases identical to the values, objectives and mandates of government departments and agencies. As governments recognize and invest in social economy initiatives, the shared values exhibited by social economy participants create the initial catalyst for the co-production of public policy and the synergy for sustainable social and economic policies. 

Nancy Neamtam, President of le Chantier de l’Économie Sociale (Québec’s leading non-profit organization on the social economy) describes the social economy as a “manifestation of positive and active citizenship” which has allowed individuals to work with others in expressing their shared values through both informal and formal organizations and networks.
 The organizational missions and mandates of social economy enterprises (SEEs) are based on a variety of common interest and public service objectives that allow for the expression of individual and collective values that ultimately seek to create positive outcomes in society; 

Be it through the democratic rules that govern them (one-person, one vote), through the values of solidarity, autonomy, reciprocity and self-determination that inspire them, through the ends that they pursue, through their contribution to social and economic networking, through their capacity to create jobs (paid and voluntary) or through the empowerment of users and workers that they favour, social economy organizations contribute to the health and well-being of individuals, families and communities.

Furthermore, advocates of the social economy argue that “the social economy seeks to meet social needs expressed by the community, by offering goods and services while encouraging stable jobs protected by labour legislation”.
 In this context, the social economy also creates an environment in which marginalized groups are able to express their values and participate in social and economic development since participation of stakeholders are essential elements of both the Community Economic Development (CED) and social economy tradition. One broad example of this expression of values can be seen in Québec where the social economy can be seen in terms of collectivist values based on Quebec culture and the history of Quebec’s social movements. 

Also, with the focus of economic prosperity directed towards SME’s, the support and investment in SEE’s are beginning to coincide, and will no doubt allow for more individuals and entrepreneurs to express their social values in both the economy and society at large. As more initiatives begin to focus on marginalized groups and neglected regions and neighbourhoods, their voices and values will also start to emerge and ultimately coincide with government values and priorities.

The Incorporation of Social Values into Economic Activities

During the cutbacks to public spending in the early 1990s, non-government organizations, charities and the voluntary sector were forced to adapt, perish or evolve. As a consequence of this environment, some organizations began to experiment and incorporate private sector practices, such as fees for service and other innovations which contributed to the beginnings of the social economy in Canada. In today’s context, we are seeing an “emerging cohort of young social entrepreneurs who are combining social goals and entrepreneurial strategies”.
 Although putting social values ahead of economic values such as higher profits may seem contrary to the norm in a liberal democratic free-market society, the emergence of the social economy is showing that a growing number of individuals are indeed incorporating and prioritizing social values into economic goals and activities. In fact, previous theories have tried to explain this phenomenon which sought to differentiate voluntary sector entrepreneurs from those in the private sector. Some theorists such as Young suggest that ‘professionals’, ‘believers’, ‘searchers’, and ‘independents’ are attracted to the voluntary sector while James argues that religious and ethnic affiliations tend to produce entrepreneurs who establish faith-based and sectarian non-profit organizations.
 Another explanation comes from Rose-Ackerman, who believes that certain individuals – voluntary sector entrepreneurs –  who possess strong moral beliefs or social conscience, may be attracted to the voluntary sector due to the absence of potential constraints imposed by private sector relationships, for example owner-investors and their bottom-line approach to business.
 
In any case, we can see that the adoption of entrepreneurial strategies for non-profit organizations or the reverse economic enterprises that promote social values are changing the way in which people participate in the economy. As more and more individuals actively participate in the social economy, we are seeing social values become a priority that overrides profits for a growing number of SEEs and for local and regional development. Examples of some of these types of organizations can be found through consumer and farm cooperatives, credit unions, etc. For example, the Vancouver Purchasing Portal provides web-based applications for its clients that integrate ‘corporate social responsibility’ into purchaser and supplier relationships. This is done by providing a client that is looking for a particular service, such as catering for a company event, with a social economic enterprise or non-profit organization. In this case, the caterer was Cook Studio Caterers which serves as a catering program that also trains welfare recipients in order to facilitate the transition of youth at risk into gainful employment in the Vancouver downtown eastside. In this fashion, the Vancouver Purchasing Portal offers a matching service which builds on existing community based employment services and community development efforts, thus incorporating the values of ‘corporate social responsibility’, employment opportunities for disadvantaged people, and customers for SEEs.

Another important aspect of incorporating social values into economic activities is the evolution from a strictly economic approach or rational choice approach to producing and consuming goods and services, to an increasingly social values-based approach that reflects concepts such as environmental protection, fair trade, local development, empowerment, and democratic participation. Since the social economy incorporates greater democratic control and participatory forms of organizational governance, individuals are able to collectively make decisions regarding production and the purchase of good and services that reflect social, ethical, and environmental values. For example, in the case of cooperatives, Ben-Ner argues that cooperatives provide more than self-gain through economic transactions. By forming cooperatives, individuals are pursuing collective goals and depending on their objectives, may also provide a service that contributes to common interests and public service type objectives, such as environmental or consumer protection. In economic terms, the social economy provides many instances of positive externalities, adding value to not only the organization, but its clients, local community and society in general.
 In terms of the non-profit and voluntary sector, Ben-Nur argues that through the “customer control model, voluntary sector organizations are ‘distinguished by the fact that their donors and consumers play a more intensive role in the governance of the nonprofit organization than they would in a for-profit organization”.
 
As governments facilitate the work of cooperatives, SEE’s, credit unions, and other initiatives within the social economy, we find that participants of the social economy are better able to express their values and social preferences through economic activity. Furthermore, as governments begin to implement fiscal policy measures based on supporting the social economy, this too may influence government practices and businesses to adopt a ‘corporate social responsibility’ perspective.

The social economy and the social capital perspective provide an important challenge regarding economic behavior and dispositions. Both the social economy and social capital perspective place a greater emphasis on the social values of individuals and organizations, which challenges rational choice theory since it is based on the presumption that individuals make economic decisions solely on their desire to maximize their consumption, based on self-interest, preferences and low costs. However, Dollery, Wallis, and other theorists argue that “the standard rational choice analytical framework might need revision to accommodate value-based giving” and more broadly, moral, value and principle-based decision-making.
 Wilber “argues that preferences are not only based on self-interest, even where broadly defined, but also on values.
 For example, Putnam’s research provides evidence that supports this theory;

The fact that community levels of human and social capital appear to increase happiness, while the reverse is true for income, suggests to me that returns from human and social capital are far broader than whatever positive effects they may have on material standards of living.

Therefore, a social value-based approach to economics can compliment a rational choice approach, thus providing insight regarding individual and perhaps group preferences on what goods and services to acquire and from what kinds of organizations.
 From this notion, we can see that SEEs can make a positive contribution to society by reflecting the broad social preferences and values of individuals and groups (consumers or producers), including preferences for their shared or common objectives.
 Similarly, Côté argues that collective action through norms and networks can overcome instances where individuals are reluctant to cooperate or become socially engaged. Through greater social capital and the creation of social economy organizations, the norms of reciprocity and networks help ensure compliance with collectively desirable behaviour, for example environmental protection. Without these social traits, other individuals cannot be relied on to act the same way or pursue the same goals. Thus creating problems in coordination and the delivery of public services, such as the ‘free rider problem’ or the ‘prisoner’s dilemma’, where collective coordination has greater benefits than uncoordinated and individual decisions.

Strategic and Shared Values
As governments start adopting initiatives that support the social economy, the values stemming from this approach will no doubt have a major influence on strategic values for decision-makers. As governments seek to engage the social economy and begin to receive more input and create more partnerships, shared values and principles will play an important part towards facilitating government initiatives and public policy. Through the process of converging values, from greater partnerships and government involvement in the social economy, this creates the conditions in which the co-production of public policy is required in order to reflect the values and desires of society in general. This co-production of public policy starting with the convergence and emphasis on shared values provides the fundamental basis for creating sustainable public policy and the delivery of public services. In other words, “governments should facilitate the formation of organizations that advance shared common interests and public service objectives”.
 Also, policy decisions regarding how to treat and work with SEEs “should be based on public interest objectives and its ability to advance those objectives efficiently and effectively”.

The government of Québec serves as the primary Canadian example of government promoting shared values and facilitating social economy initiatives. Some examples include Investissment Québec, a public entity which administers programs for financing small and medium enterprises (SMEs) such as the “Collective Entrepreneurship Program” which offers loan guarantees to cooperative and non-profit businesses.
 Another example, the Financial Program for Domestic Services (PEFSAD) provides services for seniors, whose,

program objectives are to support a strong network of collective enterprises providing quality and accessible domestic services. The policy offers financial support to consumers, particularly the elderly who buy services from social economy enterprises. This allows these community-based businesses to offer services at variable rates based on income, create jobs, counter the underground economy, reduce pressure on public institutions, and delay institutionalization. Responsibility for the program lies with the Ministère de la Santé et des services sociaux (MSSS), while regional implementation of the program is carried out by decentralized government health and social services agencies, in cooperation with the social economy actors.

Other provincial examples can be found, such as Manitoba’s CED policy framework which explicitly includes such values as individual and community pride, self-reliance, and leadership.
 

From the above examples, we can see that as governments and members of civil society, including the private sector begin to make more investments that support SEEs and contribute to building social capital and social infrastructure, they are directly promoting the values in which these organizations are based upon: democratic participation, citizen engagement and participation, empowerment, social inclusion, environmental protection, local and regional economic development, collectivism, self-reliance, and many other values that form the basis of the social economy. Therefore, we can see that the promotion of specific values will play an important part of strategic values for government, especially in terms of the co-production of public policy and partnerships. 

(4) An Integrated Approach to Public Policy

In order to build sustainable social and economic policy, we can see that the convergence of shared values is an important consideration for policy-makers. In terms of public administration, shared values and strategic approaches to implementing policies and initiatives do not translate well to the structure of government and presents a classic problem and criticism of government; that is, government is still seen as highly bureaucratic, hierarchical and departments work in separate silos, thus creating barriers for horizontal coordination and policy integration. But as governments further involve themselves in the social economy, this will require an integrated and holistic approach to both policy-making and the implementation of initiatives and services. This of course is nothing new, since social issues are often interrelated and complex. Also, this will require governments to pursue collaborative arrangements and partnerships in order to effectively carry out public policy and deliver services to people. Since the social economy is a diverse and complex sector, governments will have to rely on SEEs and their networks in collaborative arrangements. 

According to the Treasury Board Secretariat of Canada, collaborative arrangements “are usually designed to share the costs, risks and benefits of particular initiatives, while at the same time increasing the involvement of the clients being served and enhancing the general level of goodwill with all parties”.
 From this definition of collaborative arrangements, we can see that the social economy provides an extension of this definition through its values in democratic participation, empowerment, etc. In terms of the social economy perspective, partnerships can be seen from a place-based or people-based approach to policy. Although both perspectives can be seen as separate, they are interrelated and whether the focus is based on a specific community, neighbourhood, region, or specific group of people, the social economy relies on partnerships to implement initiatives and to produce positive outcomes. Therefore, in this section, the discussion will focus on how the social economy influences government and can facilitate an integrated, horizontal and holistic approach to policy initiatives and delivering services. This will be shown through three characteristic approaches of the social economy: (1) a bottom-up approach; (2) a placed-based approach; and (3) a people-based approach. 

Bottom-Up Approach to Public Policy.

It has been recognized that one of the major strengths of the social economy is that it provides a participatory and bottom-up approach to creating initiatives, delivering services and governance of organizations. Since the development of the social economy is primarily a result of collective action by citizens, independent of government, this alters the role of the public administration in the social economy since the federal, provincial or municipal government, is not as responsive, flexible, and efficient as civil society in developing innovative and effective solutions on both a strategic and practical level.
 Since governments do not have the same capacity as civil society actors and are often unable to identify emerging needs and new practices to promote integrated development due to constraints on horizontal policy coordination, human resources and jurisdictional issues. Governments will have to participate in the social economy in a supporting role that decentralizes and devolves responsibilities to social economy actors in order for facilitate the definition of their priorities and to negotiate the scope of government interventions in the social economy. Therefore, in order to achieve successful public policy, governments will have to participate in the co-production of public policy in order to create appropriate and effective responses.


Within this context, it has been shown that the traditional forms of consultation are not conducive to government’s support of social innovation. Instead, it has been recognized, especially in Québec, that new policy initiatives in the social economy has been inspired by proposals from civil society actors. Therefore, the Government of Québec has an ongoing partnership agreement with the Chantier de l’Économie Sociale and its partners to contribute to public policy. Also, provinces such as Manitoba and Nova Scotia have devolved authority and resources to CED organizations in order to tackle social and economic issues.
 

Other methods of government intervention in the social economy could focus on direct funding models by government to help create partnerships between public agencies and voluntary sector organizations, thus contributing to better synchronization of activities, the reduction of duplication of services, and greater capacity to deliver services.
 For example, the Patient Capital Fund will be used to promote the development and expansion of SEEs and increase their financial autonomy through funding that will be delivered by a third-party non-governmental organization.
 

Place-Based Approach

A placed-based or territorial approach to the social economy stems from the community economic development (CED) tradition that has been incorporated by the social economy. In terms of an approach to public policy, CED can be described as, 

action by people locally to create economic opportunities and enhance social conditions in their communities on a sustainable basis, particularly with those who are most disadvantaged. CED is a community-based and community-directed process that explicitly combines social and economic development and fosters economic, social, ecological and cultural well being of communities.

Therefore, we can see that the CED perspective provides a way in which service delivery is more holistic, combining economic, social and other policy objectives simultaneously, while improving the local community. For example, the CED approach includes business development and employability, job creation and the social integration of excluded people, economic activity as well as housing and local services. In addition, CED also solicits civil society’s participation in local development through local governance and the implementation of development tools to serve the community which traditional approaches to economic development lack.

Also, Lévesque and Mendell refer to the integration of SEEs in the community and their proximity to certain social categories as advantages that help them identify needs and opportunities more quickly than other kinds of organizations, whereas contracting-out services to larger service providers or through costly direct intervention by governments oftentimes produce higher transaction costs and the results may not be as effective.
 For example, the Quebec government’s new regional policy created multi-stakeholder organizations called Local Development Centres (CLDs) which disburse money earmarked for the social economy. CLDs provide representation to community organizations on their boards, which advocates of the social economy argue that this provides an avenue where collective solutions are found regarding local development issues while allowing for the inclusion of issues stemming from poverty and exclusion.

People-Based Approach 

A people-based approach stems from the social economy’s association with social capital. Through the social capital approach, building stronger human relationships provide a method in which social economy organizations particularly those responding to social needs can address issues based on particular groups of people. A people-based approach could range from providing greater access to capital for Aboriginals, women, and visible minorities, to creating employment opportunities for marginalized groups, people with disabilities, etc. From the experience of the non-profit or voluntary sector, these organizations can better provide for ‘niche’ segments of the target population containing few clients with specialized needs. In this case, before government’s commit to full intervention, or in other cases where service delivery does not exists; this provides an opportunity for non-profit organizations and voluntary sector organizations to pursue ‘pilot’ projects in areas such as social service delivery as a means of determining their desirability and feasibility.
 For example, Carter notes that “one current area of concentration for SEEs is filling service gaps for disadvantaged and hard to reach individuals, often in deprived neighborhoods.”
 

If public policy-makers across Canada intend to include the social economy as a policy tool, this will require governments to acknowledge that the social economy and social capital are important tools for understanding and addressing market failures and helping individuals in need with limited resources. For example, Woolcock argues that communities that possess strong and rich social networks and civic associations will be in a better position to confront poverty and vulnerability, resolve disputes, and/or take advantage of new opportunities.
 Therefore, the social capital approach can provide insights into combating poverty. Woolcock goes on to argue that, 

Living on the margins of existence, the social capital of the poor is the one asset they can potentially draw upon to help negotiate their way through an unpredictable and unforgiving world… a virtue of the social capital perspective is that it allows theorists, policy makers and practitioners to take an approach that recognizes the asset of poor communities.

One example of a people-based approach to addressing disadvantaged individuals comes from Quebec’s network of 44 Centre de travail adaptés (adapted workplaces), 

which offers employment to productive but non-competitive individuals. The socio-economic mission of these nonprofit businesses is to create jobs for people living with intellectual or physical disabilities. Today they employ over 4,000 people, including approximately 3,000 disabled people. These enterprises can be found in a variety of industries including printing, packaging, manufacturing, 
recycling, security and office supplies, and they generate revenues of over $135 million.

From the example of the adapted workplaces, we can see that the social economy is able to merge economic objectives with social objectives, creating a dynamic way to address difficult policy issues, such as employment for traditionally disadvantaged and marginalized groups, i.e. persons with disabilities.

Another example of people-based approach that targets specific groups is the Black Business Initiative (BBI) which is “a province-wide business development initiative committed to fostering the growth of businesses owned by members of the Nova Scotia Black Community”.
 The BBI prioritizes the education of Black business owners in the operation of their businesses and does some direct CED support work.
 The BBI was set up by the Governments of Nova Scotia and Canada in order to address the challenges and needs of the Black Community. The goals of the BBI are to help create economic independence for individuals, to further entrepreneurial development, education and training in the Black community, and to build partnerships and linkages to the broader business community.

Also, the social economy and social capital provides examples of what economist’s term ‘positive externalities’ due to the public service, social or environmental goals and outcomes of social economic organizations, enterprises and individuals. Putnam argues that social capital demonstrates various values that can impact relationships in society and consequently create positive externalities in the economy. For example, strong social capital can produce social connectedness or social cohesion which is a strong predictor of altruism, greater reciprocity, positive health effects, higher educational performance, and less crime.
For example, “human capital, networks and social relations can potentially be seen as helpful tools for individuals, groups, communities, regions and firms in their effort to adapt to change”.



(5) Costs and Risks

After having gone through the contributions of the social economy towards sustainable public policy, we now shift gears to provide a critical analysis of the potential costs and risks of using the social economy as a policy instrument. Already, we have seen many of the benefits of the social economy, for example, providing greater policy integration and coordination for governments, the expression of individual and collective values, improved social and economic development practices, but have yet to discuss the some of the challenges that the social economy presents. Therefore this final part of this discussion paper will look at the issues of funding and resources; service gaps and accessibility; conflicts with a government approach; changes to the environment of operation; accountability; and withdrawal of support in regards to the social economy. This critical analysis will provide a sense of the challenges and risks policy-makers will have to overcome in order to incorporate the social economy as an effective policy instrument for government. 
Funding and Resources

One of the main limitations imposed by the social economy is the need for continued government support for organizations. On the one hand, more market-based SEEs are able to charge user fees for their services and reinvest any excess revenues back into the organization or community, thus creating sustainable enterprises. On the other hand, this may prove to be difficult for SEEs that are non-market-based that rely on government funding or donations, which can fluctuate and cause major disruptions or even the end of an organization. Although some governments, such as Quebec and Manitoba, have created funding initiatives, there is still a need to provide other supports such as training, learning, skills and leadership development, and capacity building for many organizations.


In terms of how much funding is required to support the social economy, “the assessments of funding mechanisms pioneered in Quebec should give consideration to some concerns about the considerable cost to governments of at least some of the funds that have been established”.
 In particular, Mendell et al. note that “the operating costs of some of the funds that support the social economy, particularly community-based ones, are very high”.
 On the other hand, Ninacs notes that alternative funding through other public and private options are available (in Quebec, this represents a combined total of almost $1 billion in assets).
 Also, provincial and federal tax measures could promote and facilitate more investments into these alternative funding arrangements.
 In the case of the European Union’s Social Pilot Project, the European Union, 

concluded that investment funds using small grants administered at the local level coupled with the provision of technical support provided a better way of promoting employment and social integration for groups in need than standard approaches administered by centralized bureaucracies, such as nationally defined training programs. Jackson (2004) suggests that the long-term savings to governments associated with some activities by SEEs might be higher than the investment required by governments.

From the Quebec and the European Union experiences, this shows that it is difficult to truly assess the optimal amount of funding or resources that should be allocated towards the social economy.

Other important funding issues for the social economy stem from the legal status of SEEs. For example, Kaufman and MacPherson believe that existing legislative provisions may provide some funding through the tax system for certain SEEs, in particular non-market-based non-profit organizations which are exempt from corporate income taxes. But in the case of market-based organizations, such as co-operatives with public service objectives, they are usually considered for-profit and are thus obliged to pay corporate taxes despite their non-profit function and objectives.
 In order to overcome this particular problem, governments could consider broadening rules for tax exemptions or opening up the application process to allow for a range of organizations to possibly access supports under current and proposed programs.
 In any case, most of these measures will require further government funding.

At this stage, it is still hard to assess the amount of funding that is optimal or even required in order to establish a sustainable and effective social economy. But evidence thus far shows that governments will have to provide a significant amount of funding if they wish to make the social economy more prominent in the delivery of public services. Quebec for example, has provided a powerful model in which the federal and other provincial governments can follow, but like most Canadian policies, each government’s experience will no doubt create a broad range of results and outcomes, making it hard to gauge the type and level of investment required.

Service Gaps and Accessibility
Service delivery gaps in the social economy can be seen in the same vein as the non-profit sector. Hall and Reed argue that the non-profit sector has a tendency to focus on particular groups of people which can lead to gaps in coverage and duplication in services. Also, those who command the greatest amount of resources tend to have the most influence on certain non-profit organizations and thus contributing to unequal access to services.
 In terms of the social economy, many of these problems also exist due to the variety of organizations, their capacities and the environment in which they find themselves. For example, problems can arise from the lack of service providers in marginalized, rural and remote areas. Filion’s research into CED suggests that, 

relying on local initiatives will tend to accentuate differences across space. Localities that already possess a strong community network have much greater success than those where the social fabric is weak or frayed. Similarly, wealthier localities can shoulder the user fees that may be required to manage certain services provided by the not-for-profit sector, while poorer localities may lack the necessary resources. As a result, to the extent that social economy activities build citizenship in terms of access to services, this citizenship may be highly localized and highly unequal over space. This is contrary to the commitment to equality implied by the status of citizen.

In the case of SEEs that are more market-based, contributions to cooperatives or similar organizations can be seen as user fees or payments for services which is limited in terms of redistributional effects. This is problematic for policy-makers to justify assistance based on equity concerns. Dollery and Wallis argue that perhaps the only valid justification by public policy makers in providing more assistance to the social economy would be based on social capital considerations, where the effect of having a network of large numbers of people involved in cooperatives, such as consumer cooperatives, and its contribution to the accumulation of trust, contributes to building greater social cohesion.

From previous assessments of gaps in service delivery attributed to the non-profit sector, we can see that this creates a problematic situation where some groups or individuals may not have access to services. In particular rural and remote regions may not have the same ability to sustain SEEs compared to more urban regions. Furthermore, if organizations are formed based on similar faith groups or require payments for membership, this would raise ethical questions regarding the proper use of government support and equality in the provision of services. Perhaps, one way to resolve this problem of accessing resources would be direct transfers or other supports to the intended beneficiaries of SEEs rather than direct subsidies to the organizations themselves in order to create greater fairness and equal access to services.
 But in either case, there are still a lot of questions regarding the provision of services and accessibility that need to be explored when using the social economy as a policy instrument.

Conflicts with a Government Approach

“Government agencies operate with a very different set of values, procedures and geographic range than do most non-profit organizations”.
 If governments are willing to support the social economy and make it a part of service delivery, this will require decisions regarding what types of arrangements the government should pursue. Of course, this could run the gambit from providing grants, contracting out and collaborative arrangements and partnerships. In any of these cases, this will require that SEEs comply with government conditions in order to meet demands for accountability, transparency, etc. By accepting support from the government this would entail greater formalization of processes – dare we say bureaucratization – in order to comply with legislation, especially when funds are being transferred. Similar to the experience with traditional non-profit sector organizations, this would entail greater public regulation in order to create greater credibility and accountability for government funders. Dollery and Wallis believe that measures such as, 

accounting standards can be prescribed by law that obliges recipient organizations to present clear financial statements indicating precisely how charitable contributions were disbursed. Transparency can be further enhanced by mandatory auditing requirements. Enforcement disclosure of executive and other remuneration can be enacted. Legal liability for fraudulent and wasteful expenditure can be imposed, with criminal sanctions for transgressors. Statutory oversight authorities might also prove useful in buttressing the integrity of voluntary organizations that accept donations by certifying that their financial statements are accurate reflections of their fiscal activities.

If governments pursue a more indirect approach, this too can have negative consequences for SEEs. For example, Pritchewtt and Woolcock suggest that “governments may be well placed to develop policies (and standards, which are closely related to policies), while SEEs may be more effective at engaging in practices, particularly at the community level to help individuals in need”.
 Shragge et al. suggest that the social and democratic experimentation that surrounds the production of good and services, along with its processes and participatory governance structures could be undermined if governments focus only on the product and/or services component of the social economy.
 For example,

in terms of belonging, the shift to a service-provision footing can reduce the sector’s capacity to foster participation and involvement. Many community organizations were created by people and for people, and demanded a commitment from users to contribute to the organizations ongoing functioning and development. Unintentionally, to the extent that individuals treat the services provided by these groups as a right (getting back to the first dimension of citizenship), they are less likely to recognize a reciprocal obligation. As such, the sector’s development along a service-provision angle is likely to foster professionalization rather than participation and belonging.

If governments increase their support for the social economy and focus on social provision, this can create pressures that undermine citizenship-building elements of the social economy such as educational and advocacy activities. In this fashion, there will be a shift from participatory practices to professional ones.
 For example, governments may demand more qualified or certified individuals to perform service delivery or administrative functions as a condition for funding. In other cases, funding conditions may exclude organizations that have a strong advocacy component that is highly critical of governments. Also, as organizations grow, similar to the non-profit experience, this could create greater professionalization thanks to the need for specialized services while efficiency demands may take away from democratic and participatory decision-making practices.
Overall, we can see that policy-makers will need to find a compromise in government demands that will enable rather than conflict and hinder the effectiveness of the social economy.

Risk
According to the Treasury Board Secretariat of Canada’s Alternative Delivery Policy Guide, when considering the use of alternative service delivery, the management of risk is an important factor that must be incorporated into the business case when considering new initiatives in programs and services to Canadians.
 Although the policy guide is referring to the government’s relationship with specific partners, this section of the paper will provide discussion regarding the social economy as a whole. By looking at potential risks from a broad level regarding the changes to the environment of operation, accountability and withdrawal of support in regards to the social economy, this will provide a sense of some of the challenges and risks policy-makers will have to overcome in order to incorporate the social economy as an effective policy instrument for government.
Environment of Operation

Although the social economy is said to exist outside of both the public and private sector, having governments place an increasing role and greater supports to the social economy without careful consideration can lead to unintended and counter-productive results. Shragge et al. argue that some SEEs may undercut higher paid and protected public sector jobs, thus creating a displacement effect similar to arguments made when public services were downloaded onto the non-profit and volunteer sector in the 1990s. In this fashion, the social economy could produce a similar effect and might actually eliminate as much jobs as it creates by downsizing the public sector and replacing it with community employment. Therefore the overall effect would be to decrease pay and working conditions since community sector jobs are usually less stable and less well paid compared to the public sector.
 Consequently, Shragge et al. argue that this could have a disproportionate impact on gender equality, since women have historically made strong labour market gains through the public sector.
 “While a conclusive study has yet to be completed on this question, there are suggestions that public sector work that has been cut in the downsizing of health and social services has been replaced by social economy initiatives”.


Secondly, Shragge et al. argue that the social economy does not fully address inequality and income polarization in society. Therefore more research needs to be done in order to fully understand how SEEs can contribute to wider policy goals, such as anti-poverty objectives. In the Quebec case,

Moving people from the unemployment and social assistance rolls into low-paid work reduces welfare “dependency,” although wage subsidies and stipends to organizations taking placements cancel out savings to the public purse. It may also open lasting employment opportunities to some excluded individuals, although the Quebec experience shows that many social assistance recipients placed in community organizations are not retained once their placement ends.
 
Furthermore, Shragge et al. argue that “integration into the community sector does little to combat exclusion if the net result is to swell the ranks of the working poor. This is especially relevant if individuals remain trapped for extended periods at the low end of the labour market – as women often are”.
 Therefore, policy-makers will have to be very careful in how they intend to support the social economy and through what means. As researchers and policy-makers increase their efforts in understanding best-practices and transferability, this may require a careful analysis of many factors and the relevant context in which various SEEs operate in the social economy.

Accountability
If governments choose to pursue greater social economy initiatives or provide more funding to the social economy, they will have to consider how accountability fits into service delivery through SEEs. This will require governments to consider their financial arrangements, partnerships and risks. In order to provide oversight of the social economy, which is composed of numerous and diverse organizations, the Policy Research Initiative (PRI) suggests that this can be accomplished through public reporting, program evaluation, and auditing, which requires measuring the performance of SEEs.
 Performance measures according to PRI should then be based on “assessing the extent to which enterprises advance the efficiency and equity objectives set out by funders”.
Also, results and best practices could be disseminated through third-party review of results from pilot projects through information products and conferences.
In terms of financial risk, the Bank of England noted that “social audit tools could usefully be developed and deployed to help private and public investors meet their objectives through investing in the social economy. Tools of this sort could also be used by governments to develop supplemental financing criteria”.
 Therefore governments will have to do more research and analysis regarding the types of alternative service delivery arrangements that can be used in conjunction with the social economy and what accountability framework will be the most appropriate. Intuitively, due to the different types of SEEs, several arrangements based on current forms of alternative service delivery and their respective accountability frameworks would be possible models. For example some of the types of alternative service delivery methods to look into include contracting out services, procurement practices, collaborative arrangements similar to public-private-partnerships, etc. In this fashion, governments might be able to use existing frameworks and adapt them to the social economy or perhaps come up with new ones. 

Other accountability concerns that have yet to be raised include how the social economy would be managed or regulated in terms of government. Should there be a formalization of the social economy through a specific department (currently, the federal government has a parliamentary secretary for the social economy under Social Development Canada) or should alternative service delivery policy include additional regulations for initiating partnerships with SEEs. Furthermore, politicians will be interested to know how arrangements with SEEs could impact accountability with government, legislature and ‘Ministerial Responsibility’. Will current issues in alternative service delivery and accountability simply cross over into the social economy context, or will there be unique and problematic issues that are specific to the social economy. These are all questions that will have to be managed when using the social economy as a policy instrument.

Withdrawal

When considering alternative service delivery, it is crucial for policy makers to consider more than just the impact of government intervention, but the consequences of government non-intervention when a policy initiative becomes problematic and results in increasing failures and calls for termination. If governments wish to seriously pursue service delivery though the social economy, they will have to recall the experience of the non-profit sector during the 1990s. In the absence of government funding and support, this requires that non-profit organizations seek additional revenues from other sources, such as private contributions, user fees and business activities.
 Also, “government withdrawal from the provision of selected social programs will lead to increased need among those who rely on such programs, even if government funding of non-profit organizations is maintained at current levels”.
 In terms of the effects on recipients, Hall and Reed anticipate that reductions in government-provided services lead to problems of service coverage, because non-profit organizations are not geographically distributed in a uniform fashion.
 For example,

When the government terminated the [job-training] program, the non-profit agency did not have the revenues to offset the withdrawal of government support and was not able to continue to provide training opportunities for needy young people. The impact on the community of the withdrawal of this joint service was a direct reduction in the availability of job-training opportunities for unemployed young people.

Since, not all communities are the same; some communities may bear a greater social cost compared to others. Furthermore, if governments only focus on their own objectives and programs, this may force non-profit organizations to prioritize government-driven initiatives that are revenue guaranteed at the expense of reducing its traditional services and a decrease in its supporters and legitimacy base, thus forcing the non-profit organization to deviate from its original form and purpose.

Therefore, if governments are prepared to invest more funds into the social economy, they will also have to consider the consequences of withdrawal and how to manage the risks inherent in creating new policy initiatives. At this stage, the Government of Canada is pursuing research projects in order to determine the extent of government involvement, while several provinces, in particular Quebec, have provided a model that is only a decade in the making; thus further pilot projects and experimentation will be necessary in order to determine best practices. Currently Manitoba and Nova Scotia are cited as two examples of emerging best practices. 

(6) Conclusion
As the social economy starts to gain mainstream acceptance in public policy and becomes a priority for both the federal government and some of the provinces, this will have an impact on how policy-makers approach their jobs. Not only can the social economy be seen as a new and innovative way to produce goods and services, it also provides a model for the creation of sustainable public policy that engages citizens and provides for greater policy coordination. Through the convergence of shared values and the co-production of public policy, this empowers citizens through the expression of their individual and collective values, incorporates their social values into economic activities and calls for strategically shared values between civil society and policy-makers. Also, the social economy influences policy-makers by providing a model that facilitates an integrated, horizontal and holistic approach to policy initiatives and delivering services due to the bottom-up, placed-based and people-based approach that characterizes the social economy. Finally, this will also require policy-makers to address the challenges and risks of adopting the social economy into public policy such as determining funding levels and use of resources, potential service gaps and accessibility, resolving conflicts with a governmental approach, changes to the environment of operation, accountability and the consequences of withdrawal of support from the social economy. As policy-makers continue to experiment and further incorporate the social economy into public policy, its influence will continue to play a part in building innovative and effective policy instruments for government and provides a model for sustainable social and economic policy.
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