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Session outline

[J Outline
O Date & Time : 2014. 11. 19, Wednesday 9:00~12:30 (3hrs 30mins)
O Venue : Conference Room, Seoul City Hall (3F)
O Theme : 1) Practice of social economy in Asia
2) Contribution of Karl Polanyi to Social Economy Theory

[J Program--
TIME PROGRAM SPEAKER

Section I : Practices of Social Economy in Asia
Moderator : KIM Dongjun (Professor; Sungkonghoe University)

The Dynamic Relationship

Presentation = between State and Civil JANG Jongik

(Assistant Professor,

(25) Soc@ety in the ngelopment of Hanshin University)
0900~0935 Social Economy in South Korea
Discussion : Discussant: KIM Euiyoung (Professor, Seoul National University)
(10 MIURA Hiroki (Research Professor, Kyonghee University)
KIM Euiyoung
Presentation | Korea, Japan and China’s (Professor, Seoul National University)
(25) Social Economy Mapping MIURA Hiroki
(Research Professar, Kyonghee University)
0935~1010
Discussant: KIM Jongsu (Senior Researcher, Chungnam Development Institute/
Discussion Social Economy Organization Research Academy)
(€10)) CHOL Junkyu (Research Fellow, Gyeonggi Research Institute/
Social Economy Organization Research Academy)
‘ KIM Jongsu
. :’:e strgﬁegy of I.|nkta‘ge be;ween (Senior Researcher
1010~1045 Presentation the public organization an Chungnam Development Institute/

(259 the social economy: Focusing on

the case of Police agency Social Economy Organization

Research Academy)




CHQOI Junkyu
(Research Fellow,
Gyeonggi Research Institute/
Social Economy Organization

Research Academy)

D'sau;;'on Discussant: JANG Jongik (Assistant Professor, Hanshin University)
1045~1100 Coffee Break (15°)
Section II : Karl Polanyi and Social Economy Research
Modaaior : KM Dongun (Professor; Sungkonghoe University)
Introduction Building a social economy JUNG Taein & KIM Young-Sik
1100~11:10 (10) research network through Karl (Planning Committee of
Ponanyi Institute Asia Karl Polnanyi Institute Asia)
. The Relevance of Karl Polanyi's HONG Gibin
Presentation . . .
(30) Work to the Social Economy in (Director,
1110~1150 Korean Context Global Political Economy Institute)
Discussion : Discussant. Marguerite Mendell
(109 (Director, Karl Polanyi Institute of Political Economy, Concordia University)
. . . Marguerite Mendell
Present’atlon Karl Polanyi's Legacy on Social (Director, Karl Polanyi Institute of Poliica
(20) Economy * Economy, Concordia University)
1150~1220 ’
Dlszr;;mn Discussant: HONG Gibin (Director, Global Political Economy Institute)
1220~1230 Wrap-up Discussion (10

* Working title
** Program is subject to change without prior notice.
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u Participating Organizations MM Zt0f JI

Seoul Social Economy Network (SSEN) ASAIS|EEMUESIA

Seoul Social Economy Network (SSEN), as a ‘network of networks’ of social economy organizations in
Korea, was established by individuals and groups which have been participating in social economy to lay
a foundation for promoting social economy not only in Seoul but also in South Korea. Forming networks
with various social economic institutions, the organization has been carrying out various projects to allow
the basic spirits of the social economy-reciprocity, solidarity, communication, and innovation - to be
understood by citizens and take root in Seoul.

The mission of SSEN is to bring all stakeholders together to enhance the social impact of its members
and to better manage the creation and implementation of social economy policy. Rev. Kyong Yong Song,
the current president of SSEN. served as a co-chairman of the organizing committee of the Global
Social Economy Forum 2013 (GSEF 2013). He also plays a key role in organizing 2014 Inaugural Meeting
of the Global Social Economy Forum (GSEF 2014) as a co-chairman of the organizing committee of the
Forum.

Seoul Social Economy Network has been establishing cooperative system among private sectors in the
process of social economic policy making in Seoul City, through which the organization has been playing
a critical role in building private-public governance. Socio-economic bodies such as social enterprises,
cooperatives, self-sufficiency businesses, and community businesses and their consultative groups have
joined the organization’ s efforts, where related laws and regulations are revised to build local
governance and promote social economy. In cooperation with the businesses, the organization has also
facilitated exchange and cooperation with the National Assembly, local governments, and local councils
to boost social economy. In particular, SSEN has been responsible for operating Seoul Social Economy
Center and has participated in the Social Economy Policy Planning Group for the Seoul Metropolitan
Government. Seoul Social Economy Network (SSEN) will strive itself to let the economy structure take
root in Korea, where everybody is happy based on social economy.

(AMSAIHZMUIER = &= MIIFZZH £ 28 UHIERISS HERT 2N HS82 22
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The Graduate School of Social Innovation Business, Hanshin University
SHAUCH AL S MAHCHERA

The Graduate School of Social Innovation Business(GSSIB) at Hanshin University aims to contribute to
the innovation of society into one fulfilled by public values and solidarity by developing innovative
research and education models on social economy, public policy, the peace and ecology in Asia, and
ecumenism fields.

The Masters program for social economy was launched in March 2014, to meet the growing demand for
professional education programs on cooperatives, social enterprises, and community development, which
has been rising from the recent expansion of the social economy sector in South Korea. The program
offers comprehensive and interdisciplinary approaches on the rationale for social economy sectors and
mechanisms for the success of diverse organizations in the sector, hoping graduates will contribute to
the development of the sector by conducting significant research or by working as a strategic staff in
the organizations.
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Democracy and Economic Development Program, SNUAC
(Seoul National University Asia Center)
MEZLH OlAjojITA DIFEFolol AMEUM =28

“Democracy and Economic Development Program” is one of many thematic research programs of
Seoul National University Asia Center (SNUAC). It seeks to theoretically and practically contribute to the
regions of Asia’ s sustainable democracy and economic development. The current research focuses on
comparative research for cooperatives investigating its potential as a new politico-social-economic model.
Democracy and Economic Development Program, SNUAC hosts various international workshops and
lectures with the participation of overseas experts in cooperatives and social economy fields. The
Program also publishes its research outcome in books and academic papers.

Homepage : http://snuac.snu.ac.kr/demeconc
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Research Forum for Social Economy Organizations (RFSEO)
AIS|HAN=ZIAT S

Research Forum for Social Economy Organizations (RFSEO) was established in 2007 with members who
were interested in social economy. The Forum members consist of professors, researchers in various
fields, and practitioners in social economy fields. Recently, RFSEO has discussed a variety of issues in
social economy as well as social enterprise.

The key issues covered in the Forum are various topics : cooperation, community business,
policy-making and the sustainability of social economy organizations and much more. RFSEO aims to
perform the field-based studies beyond theoretical discussions.
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Global Political Economy Institute ZEYH3X|Z M A1

In the aftermath of the global economic crisis of 2008, Global Political Economy Institute was
established in 2010 as an independent research institute by the initiative of a group of researchers and
intellectuals sharing the same concern of tracing the mutation of global capitalism and conceiving the
alternative order of global and domestic political economy. Its main fields of research include; the
tendencies of capital accumulation in global capitalism; ‘Asian Captialism’ as a unique variety of
capitalism; the political economy of welfare state and social democracy; the methods and forms of
alternative economic organization such as social accounting and the social economy.

20082 BHl AIIE HIIZ XA K222 Hate oty XN 2282 245 &tot)| #o6t0]
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(6] Karl Polanyi Institute of Political Economy, Concordia University
g SolL| FXIdHHTL

Karl Polanyi Institute of Political Economy was established in 1988 to succeed Polanyi’ s intellectual
legacy and to support social solidarity economy with academic research on new development strategies.
The centerpiece of the Institute is to preserve and publish Karl Polanyi Archive, and the Institute also
convenes an international Karl Polanyi conference biennially. Building the international network of social
economy through research, speech, seminar, and publication is another important work of the Institute.
The Institute is affiliated with Concordia University in Montreal, Canada. Kari Polanyi Levitt, Karl
Polanyi” s daughter and Emeritus Professor of Economics at McGill Uni\-versity, leads executive board
of directors, and Marguerite Mendell, an internationally renowned economist, serves as Director of the
Institute.

In 2008, Karl Polanyi Institute Europe, located in Paris, France, has been launched and closely working
with Karl Polanyi Institute of Political Economy.

Z Scil EXIZMARAE ASIE FH 2012 012X HHES MSB& 2 Sl st=X d1E
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Jongick JANG / =<

Assistant Professor, Hanshin University
Republic of Korea
shAClshy W4 [ 8=

Jongick Jang is an assistant professor at the Graduate School for Social Innovation Business and College
of Global Cooperation at Hanshin University. He graduated from Yonsei University in 1986, majoring in
economics and later from the Graduate School of Yonsei University in 1988. He worked at the Korean
Farmers Union as a policy staff from 1990 to 1993, where he became aware of the potentials of the
cooperative movement for the transformation of Korean society from a government-controlled society to
a civil-controlled society. In 1994, he established the Korea Research Institute of Cooperatives, where he
devoted himself to the reformation of government-controlled agricultural cooperatives, rejuvenation of
credit union, and the development of consumer cooperatives for 10 years. Afterwards, he received his
Ph.D in applied economics from University of Missouri with a focus on organizational economics and
new institutional economics. Dr. Jang is the editor of Korean Journal of Cooperative Studies, a member
of Council of Cooperative Policy in South Korea, and also an auditor for Federation of Hansalim. He has
published dozens of academic papers and books regarding cooperatives, social enterprises, and economics
of institutions.

AZA2 shallisty S2EEAUSS T W01, ASISEAZIUER AISIEEH 83 = W
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Euiyoung KIM / Zo|¥

Professor, Department of Political Science and
International Relations, Seoul National University /

Republic of Korea
M2CHetn Mx|eustu} s /

g

Professor, Department of Political Science and International Relations, Seoul National University
Director, Program on Democracy and Economic Development, SNU Asia Center.
Major research area includes comparative politics, civil society, and governance. As Director of the

Democracy and Economic Development Program of SNU Asia Center, he is leading a three-year
research project on co-operatives and social economy, funded by the Korea Research Foundation.
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Research Professor, Institute for Human Society,

KyungHee University / Japan
A3|Clst QLFAIS|IHZACIPH AL /2R

Research Professor, Institute for Human Society, KyungHee University, PhD. in Political Science.
Major research area includes NGO, governance, social innovation, peace studies, and public philosophy.

He is a principal researcher at the SNU Asia Center co-operatives and social economy research project.

3 URASIAG PR AT DA, FEIE BAL NGO, HHUEA, AIBISAl, B, DZES S2
EQ DAAMR HIR L BRI, AQAEIS GPEICH OHAOIITA DIZEFol HRUX T2 o
PO FEXE Y ABEAK A0 H0i F0ICH
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4] Jongsu KIM / LS4

Senior Researcher, Chungnam Development Institute /

Research Forum for Social Economy Organizations(RFSEO)
Republic of Korea

SutuEioingl Mol | ABIHPNENTS | 83

Jong-su Kim is a graduate of the department of Urban Administrative at the Univ. of Seoul. He wrote
the doctoral dissertation “A Study on the Emergence and Operation of Community-Based Social
Enterprise in Korea” . He works for the Chungnam Development Institute as a senior researcher. He
has participated in Research Forum for Social Economy Organizations(RFSEO). He focuses on social
enterprise, social economy and community. (e-mail: jskim@cdi.re.kr)
dEFE MSASUHSUUA TAIHES BAISI?IE 2ULD S SSEHAL
UHAROZ THEISOICE AR =222 XNDD|EH Ate|&D|o| Eisdt 2
gt 20078 2H ASIBBMEHARS|0 H0HolH HP2EsS sdotl) UL =2 28
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Junkyu CHOI / =|&E1

Research Fellow, Gyeonggi Research Institute/

Research Forum for Social Economy Organizations(RFSEO)
Republic of Korea

Q7PN AR/ ARRIHAMERATS]/
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Jun-kyu, Choi received his Ph.D from the Graduate School of Governance at SungKyunKwan Univ. His
doctoral dissertation is “Effect of policy instruments upon the performance of Social Enterprises:
focusing on local preliminary social enterprise cases” . He currently works for the Gyeonggi Research
Institute as a research fellow and has participated in Research Forum for Social Economy Organizations
(RFSEO). He focuses on social economy, civil society, governance and local council. (e-mail:
quinsy8@gmail.com)

HERS SDUSDUA BT SAISIIS LUYOD, SHPI=2S AFXIIY S0 HE M
2 EW0ICH BN ZIDHLRE DSIAOR TRE0IH, 2008SE ASIHZRENATS 0 &
GISH01 AFBIRAR SIT0 BOI5ID UCH T2 BAROHS MBIXER, AIRAE, AHHEA ¥ X

3|l SO0ICH (e-mail: quinsy8@gmail.com)
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[6] Gibin HONG / =7|4l

Director, Global Political Economy Institute
Republic of Korea

| SEUMRZNSITA A3 32

Director, Global Political Economy Institute. He has been under the heavy influences of Karl Polanyi and
Thorstein Veblen for two decades and is trying to mold a framework of historical and institutional
economics that can better explain the ongoing evolution of capitalism. He is the author of Emst
Wigtorss: Provisionary Utopia in Swedish Social Democracy, Key Concepts, Capitalism, For the Livelihood
Economics. He is also an ardent translator of Karl Polanyi’ s work into Korean. Among the works by
Polanyi translated by him are 7he Great Transformation, Dahomey and the Slave Trade, and For a New
West. His selection/translation of Polanyi’ s work, Universal Capitalism or Regional Planning, includes
some of Polanyi” s unpublished writings. He also edited and translated Thorstein Veblen’ s On the
Nature of Capital.

S2UFIYMHTA AF, 2 B2ALIS EAEIR HIZRS 26 012X BIOR 6101 AR ME
X AHSOR KHEFO| AIAHO GIAIN MSS H%al2D B0 =2 24 YA IO U= U of
AlOF THEZE0l, =X=0te] HXIAMS, AEX I, [H2ZES FHA S0ICH AR [HIOZ24,
=X=ote BRE REDOH, [XH2Fo], [4B/40 JXSS FI5i01] SOl YD ANZE 2 e
U, DIt ®8), [CEH019 R0l 22, [M22 ALS 25101 121D AAEI Hig, [XH2o
=401 215t01] S0l UCH
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Marguerite Mendell / O}7{5! Ml

¥ Director, Karl Polanyi Institute of Political Economy,
Concordia University / Canada

Z E2 | gRiENTs 2%/ It

Marguerite Mendell is an economist and Professor, School of Community and Public Affairs, Concordia
University. She is also Director, Karl Polanyi Institute of Political Economy, Concordia University. She
has published widely on the social economy in Quebec, local development, social finance, economic
democracy and on the work of Karl Polanyi, especially as it relates to contemporary democratic
economic development strategies. She has collaborated with social economy actors in developing public
policy proposals at the provincial and municipal level in Quebec.

Professor Mendell co-founded the first microfinance organization in Canada, the Montreal Community
Loan Association (ACEM) in 1990 and collaborated recently with practitioners to establish CAP Finance
in 2009, a network of solidarity finance and development capital, following several years of partnership
research (ARUC en économie sociale). Professor Mendell has written extensively on the evolution of
“socially responsible finance” in Quebec and on the evolution of “social finance” internationally.
She is a member of the Board of Directors, Chantier de 1'économie sociale, the Advisory Committee of
the Social Economy Partnership for Community-based Sustainable Development for the City of Montreal
and the Advisory Policy Committee for the development of the social economy, Government of Quebec.
Professor Mendell” s recent international research includes a study on “Improving social inclusion at
the local level through the social economy” (OECD-LEED) that examines public policy enabling the
social economy in South Korea, Poland, France and Slovenia. She is also a co-founder of ReCo, a
continental network of researchers, practitioners and policy makers on the social economy in Quebec
and in Argentina, with participation by other Latin American countries. Margie Mendell co-directed the
CURA-Social Economy partnership research on finance and on the Montreal region and is currently
co-directing the Impact investing stream of a CURA partnership on Responsible Investment. Professor
Mendell was awared the inaugural Prix Pierre-Dansereau in 2012 from the Association francophone
pour le savoir (ACFAS). In 2013, she received a Prix du Québec, the highest government distinction
awarded to researchers in several domains. In 2014, she was named an Officer of the Ordre du
Québec.

OtH& sl AMSAIOIAF IHLICH 22CI0FHS W (Concordia University)2l XIZAIE 2 & ct
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i W= 1990E HUCHS ZE AUZ8I|F 2ELI8 XNSUHEES(the Montreal Community
Loan Association, ACEM)2l =& EAX0IH, =4 2t2| 35 HA(AISIZZM AR, ARUC) 20
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01DIZ o Ct. &8, =8 2ECIE2 XIS H76ke MaEZM MEUHY AR, F2H(CURA)Y
=5 0IALEOI20, Se CURA TE A HMAUEXH(CURA partnership on Responsible Investment)
O BF OIAIYOICH HE W= 20128 ZAXAIE S| (Association francophone pour le savoir,
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in the Development of Social Economy in South Korea
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Dynamic Relationship between State and Civil Society in the
Development of Social Economy in South Korea?)

Jongick Jang (Graduate School for Social Innovation Business, Hanshin University)

Abstract

Existing literature has claimed that the emergence and development of social enterprise in
Western countries and the US are more influenced by the voluntary initiatives of civil society than
the state power whereas those in East Asian countries are more affected by the state power. It is
also pointed out that social enterprises in East Asian countries including South Korea could be
degenerated since the civil society has not been yet solidly advanced to provide safeguard to resist
the isomorphic pressures wielded simultaneously by the state and the market. Taking this concern
seriously, this paper examines the dynamic relationship between state and civil society in the
development of social enterprise and more broadly social economy, using the case of recent
development of social economy in South Korea. Based on observations on the enactment of
framework act on cooperatives (FAC) and the emerging partnerships between local governments and
civil organizations, this paper claims that the path of social economy development in South Korea
has been in recent years changed from dominancy in state power into a mixed approach between
top-down and bottom-up ones.

1. Introduction

Social enterprise has emerged to innovatively deal with social problems that were not effectively
managed by either market or government. However, the way of organizing social enterprise varies
across countries. Existing literature has claimed that the emergence and development of social
enterprise in Western countries and the US are more influenced by the voluntary initiatives of civil
society than the state power whereas those in East Asian countries are more affected by the state
power (Kerlin, 2009; Nyssens, 2006; Defourny and Kim, 2011). The difference in development path of
social enterprise between the three regions is fundamentally ascribed to distinct institutional
environments such as the characteristics of state, legal system, culture, norms, etc. Furthermore,
Defourny and Kim (2011) cautiously pointed out the peril that social enterprises in East Asian
countries including South Korea be degenerated since the civil society has not been yet solidly
advanced to provide safeguard to resist the isomorphic pressures wielded simultaneously by the state
and the market. Then a following important question would be how the capability and power of civil
society is improved.

Taking this concern seriously, this paper examines the dynamic relationship between state and civil
society in the development of social enterprise and more broadly social economy, using the case of
recent development of social economy in South Korea. The case of South Korea is interesting
because it offers dynamics in the relationship between state and civil society. Since the social
enterprise promotion act (SEPA) was introduced in 2006 to deal with mainly unemployment issue of
the working poor, policy makers, newly established social enterprise, consumer cooperative sector and
civil organizations have been increasingly aware of the importance of voluntary efforts of citizens to
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nurture social economy. Two important events took place: the enactment of framework act on
cooperatives (FAC) in December 2011 and the emergence of partnerships between local governments
and civil organizations.

The enforcement of FAC in December 2012 has been considerably influencing the landscape of
social economy in South Korea in terms of ordinary citizens’ increasing participation in activities of
creating cooperatives of variety and the improvement in attitude of central and local government to
social economy sector. The partnerships between local governments and civil organizations have been
expanding over the country, with an aim to assist citizens to participate in activities of discovering
and realizing opportunities to help resolve their common social economic issues by establishing a
cooperative, social enterprise, community organization, or organization to support social economy.

This paper utilizes the two main occasions to explore how the relationships between the state and
civil society have evolved and how civil society is getting initiatives in the social economy sector.
Anchored at the previous research on social enterprise in South Korea (Bidget and Eum, 2011;
Defourny and Kim, 2011), this paper provides the overall picture of social economy in South Korea in
the following section. In section 3, we describe the legislation backgrounds, main contents, current
results, and the future impacts of FAC. In section 4, we delineate the emerging partnerships between
local governments and civil organizations and evaluate the impacts of the phenomena on the
development of civil society in South Korea. Concluding remarks follow.

2. Development of Social Economy Sector in South Korea

The concept of social economy has developed in European countries in recent decades and is still
evolving. Researchers, practitioners, and policy makers in European countries has agreed with that
social economy consists of economic activities made by cooperatives, mutual societies, and non-profit
organizations, which share some principles making them distinct from for-profit firms (Defourny, 1992;
Defourny and Develtere, 2000; Monzon and Chaves, 2012). The principles include at least the priority
of members’ interest or collective interest to capital’'s interest or profit maximization objective;
democratic decision making; the primacy of members and society over capital in the allocation of
surplus (Defourny and Delveltere, 2000). Social economy is considered as an innovative approach to
contribute to social integration, social innovation, and community development for which the results of
market and state approach are not satisfactory (Monzon and Chaves, 2012).

In South Korea, the social economy has gradually attracted attentions from civil activists, policy
makers, and researchers since it has been recognized as an innovative way of coping with
socio-economic difficulties that the country has faced with in recent years. Although South Korea is
well known as a successful country achieving both economic growth and political democratization, it
has in recent decades suffered from unemployment, deterioration of working conditions of non-regular
workers, burgeoning of unsecure self-employed workers, polarization of income and wealth, mounting
demand for social services resulting from rapid aging and social needs for women’s active
participation in economic activities, and environmental issues (see Grubb, et al., 2007; Jones and
Tsutsumi, 2009; Bidet and Eum, 2011 for English version of literature on these issues ). These
issues have become acute since South Korea underwent slowdown of economic growth rate and
financial crisis in 1997 and furthermore, accepted and executed the reformation of labor markets that
grants employers with more rights to lay off employees, which was recommended by IMF. Analyzing
the causes and results of the issues, existing literature maintains that South Korea has experienced
structural transformation from industrial age into post-industrial age and therefore, state-driven
development strategy hold no longer effective ((Cheon, 1999; Cheon, et al.,, 2006; Go, 2008; Yoo, et
al.,, 2012). The literature also suggests programs for reforming existing institutions and government
policies in a way to encourage people’s entrepreneurship, limit state power into dealing with various
market failures, and nurture civil society

The concept of social enterprise rather than social economy came first to South Korea amidst
policy makers and civil activists put efforts to manage unemployment problems caused by financial
crisis took place in 1997. Table 1 chronologically illustrates the major events occurred from late
1980th to present in the development of social economy sector in South Korea. As Defourny and
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Kim (2011) pointed out, the policy makers and civil activists of South Korea were very active in
learning from western European countries’ experience of social enterprise among which a mix of
Italian experience and UK’s experience were adopted for enactment of SEPA in 2006. The main
components of the act include classification of social enterprise with WISE alike, social enterprise
providing social services, and social enterprise aiming community development; certification of social
enterprise; and government subsidy for certified social enterprises that employ disadvantaged people
in the early stage of their growth.

<Table 1> Major events in the development of social economy sector in South Korea

1988- New cooperative Emergence and development of consumer
2006 movement after political | cooperatives (organic food, medical, and child care)
democratization in 1988
Worker cooperative To provide the working poor with employment by
movement after financial | establishing worker cooperatives (construction, clothing,
crisis in 1998 cleaning, etc.)
Introduction of National Emergence of  self-sufficiency enterprises by
Basic Livelihood Security | government-supported self-sufficiency promotion program
Act (1999) for the working poor (WISE): cleaning, recycling, care
service, etc.

Introduction of a policy for creating social service jobs
and emergence of non-profit organization providing the

jobs
2007- Enactment of Social ! Emergence of social enterprises certified and
2011 Enterprise Promotion Act | subsidized by government
(2006)

Civil society’s increasing Policy for social enterprise is promoted by many
awareness to social | ministries in both central and local governments.
enterprise Organizations to support social enterprise have

emerged.
2012- Introduction of The act allows citizens to establish traditional
present | Framework Act on | cooperatives and social cooperatives.
Cooperatives (2012) Start-ups of cooperatives have explosively burgeoned.

Spreading out of social Local governments are increasingly involved in
economy concept over | promoting social economy including cooperatives, social
the country enterprises, and community activities.

The emergence of social economy networks in local
and regional level

Source: the author’s own evaluation

Although there have been Korean civil society’s voluntary efforts to deal with unemployment
problems, including establishments of worker cooperatives and creating social jobs such as
maintenance of forest and caring service for the poor elderly and child care service for working
women, one may say that the development of social enterprise in south Korea has been initiated by
the state (Bidet and Eum, 2011). The number of certified social enterprises has increased into 680
by June 2012 and they employed about 17,000 workers. As table 2 shows, 407 certified social
enterprises, which is about 60% of total number, had a major social mission of providing workplaces
for disadvantaged people such as low income earners, the elderly, the handicapped, and the
long-term jobless, while 7.6% of total number of certified social enterprises aimed providing social
service. 17.5% of total number of social enterprises had a mixed mission with WISE alike and social
service provision. Certified social enterprises have engaged in activities of recycling, cleaning, culture,
social welfare, housework and care working, manufacturing, renovation of house, etc.
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<Table 2> Types of certified social enterprises classified by their mission and activities
Types of social enterprises classified by their mission

Total WISE alike Social service Mixed Contribution Other
provision to_community s
680 407 52 119 5 97
(100%) (59.9%) (7.6%) (17.5%) (0.7%) (14.3%)

Types of social enterprises classified by their activities

Total Education |Health | Social |Recycling | Culture |Daycare |Housework and | Others
welfare and care working
cleaning
680 43 12 94 117 95 22 57 240
(100%) (6.3%) [(1.8%) |(13.8%) | (17.2%) [(14.0%) | (3.2%) (8.4%) (35.3%)

Source: Cheun, et al.,, 2012. Note: the data were produced as of June 2012.

As having been predicted, the growth of certified social enterprises in South Korea has largely
relied on government’s support. The results of a population survey on the certified social enterprises
which was conducted in 2012 indicate that although the social enterprises have contributed to
providing jobs for disadvantaged people, a non-trivial portion of them would have financial difficulties
if government subsidy does not continue (Cheon, et al.,, 2012). In addition, the research states that
not much found yet are social enterprises that have succeeded in obtaining sufficient support from
civil society and in innovatively meeting social needs. Scholars, practitioners, policy makers have
mostly agreed with the overall assessment on the first five years’ performance of SEPC and its
related measures and have attempted to improve the act and related government policies in ways to
broaden social finance and socially responsible public procurement and encourage citizens to
participate in social economy sector. However, they have not found yet an alternative to certification
system and related subsidy policy which have inevitably resulted in some degree of ex ante adverse
selection and ex post moral hazard problems.

As Defourny and Kim (2011) and Bidet and Eum (2011) state, there are other types of social
enterprises in South Korea, which are not certified by the government, including self-sufficiency
enterprises, local community businesses, consumers’ medical cooperatives, community welfare centers,
and social ventures. Although it is not known about the exact size of not-certified social enterprises
due to their statistical lack, most people in the sector agree with that they are growing (Cheon, et
al., 2012). More importantly, the landscape of social economy in South Korea has been significantly
influenced by the passage of framework act on cooperatives in December 2011 and the emergence
of partnerships between local governments and civil organizations for the development of social
economy sector. We will elaborate on these two factors in the subsequent sections in more details.

3. The Enactment of Framework Act on Cooperatives and Its Implications for the Social Economy
Sector

Cooperatives are an earliest emerged and integral player of social economy. Cooperatives and
social enterprises share some common features which include an approach integrating social and
economic activities to meet common needs, an initiative launched by a group of citizens, a
participatory nature of organizing and running an organization, which involves the persons affected by
the activity, and a high degree of autonomy (McPherson, 1996; Defourny, 2001). The types of
cooperatives are of variety and the specific aims and characteristics of cooperatives vary across
regions or countries. In relation with social enterprises, social cooperative is a newly emerged type of
cooperative and is regarded as a cooperative form of social enterprise. Traditional cooperatives tends
to pursue members’ individual benefits by organizing members’ common needs and collective actions
rather than capital gains while social cooperatives emphasize the collective nature of the economic
activities to be organized, for example co-production and governance structure participated by
multi-stake holders, to effectively achieve the public or collective interests of a group of people which
may be disadvantaged.

The essence of cooperative sub-sector resides in the voluntary creation and management of a firm
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by a group of ordinary people having common needs and aspiration. It is well known that the
experience of people’s participation in organizing and managing cooperatives positively influences the
quality of civil society, enhancing social trust (Putnam, 1993) and boosting citizens’ capability to
organize “shared destiny” (Defourny and Develtere, 1999). In most western European countries,
cooperatives of variety, from consumers’ cooperatives to small entrepreneurs’ or workers’ cooperatives,
have been created and managed by ordinary people for the past one and half century. However, the
experience of modern cooperative movement in Korea has been severe and the cooperatives are
perverted by the ruling state for 80 years, from its colonial period to its development state age.?)

The cooperatives in Korea took a path of top-down approach from its beginning stage although
bottom-up cooperative movement attempted. In fact, Korean people have been not allowed to freely
establish their own cooperatives until the FAC took effective in December 2012. There have been
strict regulations on the establishment and management of cooperatives in terms of the boundary of
their activities, conditions for obtaining permission from government, and the governance structure.
Eight special cooperative laws have regulated cooperatives, including agricultural cooperatives (1957),
forestry cooperatives (1961), fisheries cooperatives (1961), cooperatives of tobacco producers (1962),
small and medium enterprises cooperatives (1963), credit unions (1972), community credit
cooperatives (1982), and consumer cooperatives (1999). The first four types of cooperatives were
established under the rule of Japanese imperialism from 1910 to 1945 whereas the last four types
were founded after liberation of 1945.

Similar to what imperialistic states behaved in their colony regarding cooperatives (Birchall, 1997),
Japanese authority oppressed and finally ruled out Korean cooperative movement voluntarily initiated
by civil activists and religion leaders. The aspect of government-control in cooperatives was intensified
during the dictatorship since cooperatives were employed by the government to mobilize resources for
developing economy. The government established cooperative laws in a sector base and the laws
specified that each cooperative sector was supposed to be de facto administrated and monitored by
different ministries so that it could well serve to industry policies initiated by the ministries.

It was the 1990s that a new wave of cooperative movement emerged in organic food, child care,
medical, and college sector. In 1994, Korea achieved GDP per capita of ten thousand dollars and
there had been an increasing number of people that were aware of natural environment, health, and
community, which has been significantly deteriorated during the period of rapid economic growth. As
consumer cooperatives of variety were voluntarily expanded, Consumer Cooperatives Act to legally
support the activities was passed in 1999. Since then consumer cooperative movement has
significantly developed in both membership and business transaction.3) In addition, workers’
cooperatives and social cooperatives alike emerged in 1990s, but there was no legal support basis
for these types of cooperatives. In fact, there was little freedom to establish a cooperative legal entity
in economic, social, and cultural areas which were not specified in the above-mentioned eight special
laws.

To resolve this problem, several organizations in the newly emerging cooperative movement
launched a project for enacting a legislation which could cover various types of cooperatives. Thanks
to political leaders’ increasing expectation on the role of cooperatives for alleviating the problem of
economic downturn and social welfare, in December 29th 2011 Framework Act on Cooperatives (FAC
hereafter) was passed by the Korean National Assembly and went into effect on December 1st 2012.
Therefore, Korea has gotten to transit from a country having a special law system on cooperatives,
such as Japan, into a country having a mixed system of general law and special laws for
cooperatives, including France. As for social enterprise, the legal basis for social cooperatives
followed the legislation for social enterprise.

Table 3 illustrates the main features of FAC. FAC states its purpose of legislation as follows: “to
facilitate independent, self-supportive, and autonomous activities of cooperatives and so contribute to
social integration and balanced development of the national economy by providing for basic matters

2) See Jang(2013) for more details of the history of Korean cooperatives.

For example, the number of members of consumer cooperatives for transacting organic food has
increased from 30,000 in 1998 into 450,000 in 2010.
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regarding the establishment and operation of cooperatives” (art. 1). FAC distinguishes a traditional
cooperative from “social cooperative”. A cooperative is required to have at least five members by
FAC (art. 15).4) Although FAC does not explicitty enumerate, it implies that people can establish
producer cooperatives, consumer cooperatives, and labor or worker cooperatives. But FAC does not
allow for a cooperative to operate financial or insurance business activities.

<Table 3> Main Features of Framework Act on Cooperatives

Legal entity It regards a traditional cooperative as a legal entity while it regards social
cooperative as a non-profit legal entity.
Traditional It allows five people to get together to establish a cooperative and three

cooperatives cooperatives shall establish a federation.

Traditional cooperatives are allowed to conduct any activities except finance
and insurance

The registration of a traditional cooperative is based on principle of report.

There are no specifications on government support for traditional
cooperatives.

Social FAC define social cooperative as a cooperative that carries out business
cooperatives activities related to the enhancement of welfare of local residents or provides
social services or jobs to disadvantaged people.

The registration of a social cooperative is made by principle of permission.

Social cooperatives are not allowed to distribute surplus or residual property
when dissolved, to their members.

Source: the author’s own work.

Instead, FAC encourages people to create “social cooperative’. The act stipulates that social
cooperatives shall be engaged in one or more business activities as its main business among the
following business activities: i) programs for contributing to the renewal of local communities, the
invigoration of the local economy, the enhancement of rights, interests, and welfare of local residents,
and the resolution of other problems that local communities face; ii) programs for providing
disadvantaged people with social services or jobs in the aspects of welfare, medical services, or
environment; iii) projects entrusted by the central government or a local government; and iv) other
projects for contributing the enhancement of public interest (art. 93).5)

FAC distinguishes a cooperative from a social cooperative with regard to the distribution of net
income, imposing heavier regulations on a social cooperative. A social cooperative is not allowed to
distribute surplus to the members (art. 97-98). The prohibition of surplus distribution to the members
which applies to social cooperatives originates from the characteristics of non-profit organizations.
Along this line, FAC regulates the disposal of residual property of a social cooperative: if there is
residual property left over after paying debts when a social cooperative is dissolved, the ownership of
such property shall be vested to the higher federation of social cooperatives; a social cooperative for
similar purposes; a non-profit corporation or public-service corporation; or the National Treasury (art.
104).

Social cooperative is a cooperative form of social enterprise which is featured with general interest
mission, non-state character, multi-stakeholder membership structure, substantial representation of
worker members, non or limited distribution of surplus (CICOPA, 2009). Social cooperatives have
been developed in ltaly, Portugal, France, and Quebec (Margado, 2004; Travaglini, et.al, 2009). The
social cooperatives stipulated in FAC are aligned with the statement of CICOPA on social
cooperatives. As FAC includes social cooperatives, the Presidential decree of SEPA was immediately
amended into containing social cooperatives as a legal form of social enterprises. Therefore, South
Korea has become similar to Italy with respect to legal structure of social enterprise.

In some special laws a higher number is required. For example, 1,000 members are required for an
agricultural cooperative to be established on the basis of territory (Agricultural Cooperative Act art. 15
and its Presidential decree art. 2) while 100 members are required for a credit union or community
credit union to be established (Credit Unions Act art. 11(3)). The Consumer Cooperative Act
stipulates that the minimum number of members for founding a consumer cooperative is 300
(Consumer Cooperative Act art. 21 and its Presidential decree art. 4).

The delineation for the activities of social cooperatives is similar to that in SEPA.
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Table 4 compares the main features of SEPA with those of FAC. The two acts differ in terms of
the legal nature of social enterprise. SEPA grants a certificate of social enterprise while FAC grants a
legal entity of social cooperative by permission. The legal entity of certified social enterprise may be
a for-profit or not-for-profit firm while social cooperative must be a not-for-profit firm. A major item of
government support to a certified social enterprise is subsidy to wage for employment of
disadvantaged people for maxim 5 years while FAC specifies some grounds for government support
for social cooperatives but there are no specific provisions on the support. Therefore, if a social
cooperative would like to gain government subsidy as a form of social enterprise, the social
cooperative should obtain a certificate based on SEPA. In other words, a new form of social
enterprise which relies less on government subsidy has emerged thanks to FAC.

<Table 4> Comparison between the Main Features of SEPA and FAC

SEPA FAC (social cooperative)
The legal nature Granting a certificate Granting a legal entity by
of social permission
enterprise
The nature of For-profit or not-for-profit Not-for-profit
the legal entity
Types of social WISE alike Similar to specifications of
enterprise Provision of social services SEPA but permission criteria are
Mix of WISE alike and provision of | more higher than certification
social services criteria specified in SEPA
Contribution to community
development
Distribution of The distribution of surplus to owners It is not allowed at all.
surplus to owners | in a for-profit firm is allowed within one
or_members third of total surplus.

Government
support

A major item of government support
is subsidy to wage for employment of

The act specifies some
grounds for government support

disadvantaged people for maxim 5
years
Source: the author’s own work.

for social cooperatives.

Korean people’s response to the enactment of FAC has turned out to be exploding. As table 5
shows, the growth of establishments of cooperatives based on FAC has been considerably increasing
during a short period of time. 4,803 cooperatives have been created during the first one and half
years after FAC came into force as of 1t of December 2012. 4,653 cooperatives are traditional ones
such as consumer cooperatives, small entrepreneurs’ cooperatives, and workers’ cooperatives while
150 cooperatives are social cooperatives. About 71,000 people have participated in the creation of
cooperatives and they have invested 85 billion Korean won in their cooperatives. The planned
activities of newly established cooperatives include commerce, agriculture, manufacture, food service,
lodging, recycling, solar power energy, education, culture, social services, consulting, etc.

<Table 5> Accumulated Number of Cooperatives Newly Established Based on FAC

May 2013 Nov. 2013 May 2014
Traditional co-ops 1,173 2,943 4,653
Social co-ops 37 102 150
Total 1,210 3,045 4,803

Source: Ministry of Strategy and Finance in South Korea

The impacts of the enactment of FAC on the future development of social economy in South Korea
are three folds. First, the implementation of FAC would help significantly enlarge the relative size of
cooperative sub-sector in the Korean social economy sector. It is predicted that the trend of
cooperatives creation would be steady at least for a while and the number of newly established
cooperatives will be over five thousands within the coming three years. Although the size of current
cooperative sub-sector which includes agricultural cooperatives and financial cooperatives is relatively
large®), they have been criticized due to the lack of social mission and members’ participatory and

The agricultural cooperatives and two financial cooperatives employed over 100,000 workers as of
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democratic control of their organizations. However, the newly established cooperatives of variety are
distinguished from the old ones with respect to the mission, members’ control and voluntariness of
members. The new cooperatives established based on FAC will considerably expand the current
magnitude of the cooperative sub-sector that meets the principles of social economy, which includes
consumer cooperatives for the transactions of organic food and fair trade products, medical services
and childcare services. Therefore, the newly emerged cooperative sub-sector might play a leading role
in the social economy sector in South Korea.

Second, the acquiring of people’s freedom to establish their own cooperatives would significantly
help boost the capacity of Korean civil society. The surge of new cooperatives in South Korea
indicates that ordinary people in recent years have been unsatisfied with the working mechanism and
results of the capitalist market economy as described earlier and have been looking for alternative
ways to resolve their common socio-economic difficulties. The enactment of FAC has provided people
with freedom to organize various cooperatives through which they could meet their common needs.
Looking at the surge of new cooperatives, it might be said that the old cooperative legislation system
had suppressed people’s social and collective entrepreneurship and capabilities to cooperate each
other.

People who participate in the new cooperatives interact with other people who feel common needs,
and discuss about innovative ways to meet the common needs. An increasing number of people’s
self-help and self-responsibility actions elicit civil organizations and government to support their
actions. An increasing number of organizations have begun to provide education and consulting
activities to assist the cooperative movement expanded after FAC has been legislated. In this regard,
formal institutional environments such as laws significantly influence the concrete landscape of social
economy sector by providing incentives and constraints (North, 1991).

It has been said that the low degree of civil society power is ascribed to the initiative of the state
in the emerging social economy sector in South Korea (Defourny and Kim 2011). However, it is
expected that the implementation of FAC would help facilitate citizens’ willingness and know-hows to
cooperate with other citizens, which then contribute to lessening the weakness of Korean social
economy sector. The fact that a large number of new cooperatives have been founded at the
beginning stage of FAC implementation although FAC does not specify any subsidy to general types
of cooperatives would support the expectation. In this manner, the newly established cooperatives will
contribute to the quality of civil society as cooperative sector have done in western European
countries for the past one and half centuries.

Finally, the implementation of FAC will impact on the current and prospect social enterprises in
South Korea. The current or prospect actors in either social enterprises certified based on SEPA or
other social enterprises would respond to the introduction of a legal basis for social cooperative.
Specifically, the leaders of self-sufficiency enterprises and non-profit organizations in welfare service
sector could take advantages of cooperative type of social enterprise to enhance the initiative of
employees and democracy of their organization.

For example, the results of a survey on the presidents of 546 social enterprises conducted in 2012
indicate that 19% of the presidents answered to the survey were willing to convert their current legal
form such as investor-owned firm into cooperative (Cheon, et al., 2012). It turns out that most of the
social enterprises whose presidents preferred cooperative were self-sufficiency enterprises and trading
non-profit organizations. They believe that cooperative is a more appropriate type of the firm to fulfill
the purpose of their social enterprise with respect to stake-holders’ participatory management as the
owners of their organization.

4. The Emergence of Partnerships between Local Governments and Civil Organizations for the
Development of Social Economy Sector

Local government influences the landscape of social economy in a country since the actors of
social economy primarily focus on the social or economic issues in the geographic region where their
organization is located. The attitude of local government to social economy is very important for the

the end of 2010 (Jang, et al., 2011).
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emergence and development of social economy in a specific region because local government
possess self-governance mechanism by the entire people in the municipality as well as financial and
human resources. If policy makers including head of a local government recognize the advantages of
social economy relative to its limitations and regard social economy actors as important partners to
deal with the mounting unemployment problem, to efficiently meet the growing demand for social
welfare services, and to effectively serve rehabilitation of local communities, the social economy
sector in the region is more likely to flourish.

The activities of local government to support social economy in South Korea have been growing as
new heads of local governments were chosen by the local election in April 2010 when social and
economic issues were intensified as described earlier. In addition, a special election for mayor of
Seoul metropolitan city, which was carried out in October 2011, made a big change in the attitude of
local government to social economy. The new mayor of Seoul metropolitan city, Mr. Park, has been
renowned as a representative civil activist possessing deep understanding of social economy. He has
recognized Seoul citizens’ growing demand for social economy, and that the active role of civil
organizations is crucial for the development of social economy.

Mr. Park has introduced a new administrative office which is called as department of social
economy which deals with policies for the development of cooperatives, social enterprises and
community businesses. He has succeeded in persuading the representatives of Seoul metropolitan city
assembly to pass municipal ordinances to support social economy, which include the establishment of
partnerships between Seoul city government and civil organizations, Korean social investment, socially
responsible public procurement, and Seoul center for supporting social economy. The center was
established by the local government but the operation was trusted to a civil organization in April
2013. The Korean social investment aims to fund social economy organizations and is composed of
funding from the city government and private sector. The Seoul mayor has effectively utilized
enormous resources possessed by the city government to inform citizens of the implementation of
FAC and the advantages of community business and social enterprise. He also made partnerships
with civil organizations to provide education and training services to citizens who have interest in
creation of cooperatives, social enterprises, or community businesses.

In fact, the new policy activities that have been initiated by the new mayor of Seoul were
determined after numerous discussions with civil organizations, including Seoul social enterprise
network, Seoul cooperatives association and other supporting institutions, had been made. The
activities that Seoul metropolitan city government has begun to support social economy has gained
positive responses from other local governments as well as civil society in Seoul. The new governor
of Chung-cheong-nam province has initiated policy activities similar to those of Seoul city government.
Several heads of local governments in the country have echoed to the activities initiated by the new
mayor of Seoul, by introducing a set of policies, including establishment of partnerships with civil
organizations in their geographic area.

In this manner, an increasing number of local governments have begun to admit the effectiveness
of partnerships between local government and civil organizations. Over 30 heads of primary local
governments got together to launch a local government council for social and solidarity economy in
May 2013. They made agreements among the heads that social and solidarity economy play an
integral role for community rehabilitation, social integration, and social innovation and therefore, they
will cooperate each other by sharing the experience of social economy development. They opened
the first conference to obtain from mass intelligence about how local government effectively introduces
a socially responsible public procurement program.

Civil society in South Korea has welcomed the new approach adopted by the increasing number of
local governments, which is different from the long-lasting dominant approach to local development
which features setting visions for municipality by local government and top-down ways and mobilizing
external resources to accomplish the visions. They believe that the sustainability of local development
relies largely on the capacity of civil society in the municipality to identify the common social
economic issues, discover innovative ways to resolve the issues, and mobilize resources to
accomplish the proposed ideas. The heads of local development have been recognizing the weak
capacity of civil society relative to the strong power of government in Korea, which hinders the

29



sustainable development of social economy. Instead of direct intervention measures, they emphasize
the ecosystem for the development of social economy, including an education and training system,
social finance, social markets, and a network system of social economy players, which they believe
help enhance the capacity of civil society in the municipality.

Although it is too early to evaluate the new orientation emerged in South Korea in very recent
years, it is observed that the increasing number of network organizations of social economy actors
have emerged in municipalities and their activities have been expanding. The network organizations
are composed of the cooperatives, social enterprises, self-sufficiency enterprises, and other civil
organizations which have served the development of municipality. They have attempted to identify,
investigate, and discuss about the common pressing issues that might be tackled effectively by social
economic organizations, publically seek innovative ways to deal with the issues, and launch new
initiatives to deal with proposed issues. In this fashion, the network organizations stimulates individual
organizations or citizens to think over their common issues and effective ways to resolve by joint
actions, which contributes to solidarity and social trust in the municipality.

5. Concluding remarks

This paper has attempted to identify that the social economy sector in South Korea has been
expanding in recent years. Specifically, the paper has explored the dynamic relationship between
state and civil society in the development of social economy by looking at the legal change of
cooperatives and the shifting role of local governments. It has claimed that the enactment of FAC
and the increasing partnerships between local governments and civil organizations have helped
moderate the concerns that the social economy sector in South Korea might be degenerated due to
strong initiative of the state power relative to the weak civil society. It has also proposed that the
capacity of civil society will be enlarged by the escalating participation of citizens in the activities of
social economy organizations.

The development of cooperatives in South Korea which has a strong dirigiste tradition took a path
of top-down approach from its beginning while bottom-up cooperative movement was suppressed by
either Japanese imperialistic government or ensuing development dictatorship. However, the passage
of FAC, which was accomplished by joint efforts between the expanding voluntary social economy
actors and policy makers, will contribute to the change in the path of cooperative development in
South Korea into a more bottom-up path. The surge of new establishment of various cooperatives
initiated by ordinary citizens and the emergence of supporting civil organizations may support the
prediction. However, whether the bottom-up path will dominate in the cooperative sub-sector or not is
not clear yet. The coexistence of old and new legal bases for cooperatives will remain for a while.

The move of government role for development of social economy from central to local government
has been accelerated by the political change in local governments from the conservative party to
liberal party. The active role of local governments under the new leaderships has resulting in
establishing the partnerships between local governments and civil organizations regarding the setting
up and implementation of policies for the development of social economy in the municipality. The
development of these partnerships will contribute to the capacity of local civil society by providing civil
organizations with opportunities to discover and resolve their common social economic issues and by
facilitating cooperation among the organizations. However, whether the partnerships continue is not
clear yet since the sustainability of the partnerships is influenced largely by the political election.

Based on these observations and analysis, it may be stated that the path of social economy
development in South Korea has been in recent years changed from dominancy in state power into a
mixed approach between top-down and bottom-up ones. The future landscape of social economy in
South Korea will depend largely on whether the civil organizations and social economy actors
succeed in gaining reputation by the accumulation of innovative cases to tackle with the multifaceted
social economic issues.
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The strategy of linkage between
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Focusing on the case of Police agency
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2014 GSEF ‘Research Forum for Korea Seocial Economy Organizations’
The Strategy of Linkage
Between the Public Organization
and the Social Economy

Jongsu Kim (Chungnam Development Institute)
Junkyu Choi (Gyeonggi Research Institute)

Fesearch Forum for Horea Social Economy Urganizations

® Research Forum for Korea Social Economy Organizations (RFKSED)
was established in 2007 with members who were interested in
social ecocnomy.
+  The key issues covered in the Ferum are varicus topics cooperation,
community business, policy-making and the sustainability of social
ecomromy organizations and much more:

B RFKSED aims to perform the field-based studiss beyond theoretical
gdiscussions.
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Introduction

Research Background

m ‘Worldwide interest on cooperatives
* Cooperatives are Emerging that crganizations contribute to
sustainable development of local communities, reflect the interests of
members in the organization goals and be engaged in the
production and consumption by cooperatives
*  Owcurred new Opportunity to take advantage of cooperatives,

‘Fundarmental Act on Coopemtives’ is enacted in December 2011 as
in South Korea

®m Increase social service needs in public sector
*  Policy limits of the policy measures{Government and corporate) for
Corresponding Increasing social service demand and Selving social
problens
*  Solutions through the financial commitment is faced with limitations,
despite a sharp increase in Welfare demand within the public sector
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Research Objectives

®m Examine the possibility of utilizing in the public sector
Survey on demand of cooperatives in the police organization,

Focusing on Police Practices
Review on Model of Consumer’s cooperatives and producer

cooperatives

m  Profitability analysis of cooperatives established process
Future profitability analysis based on cooperative types

®  Pricrity analysis for introducing the cooperative model

= Classifying of cooperative models
Analysis of Policy Pricrities on the expected effects of cooperative

model
= Sensitivity Analysis of the cooperative model

The Status of Cooperatives
and Police Welfare
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Background: Cooperatives

m FPrinciples of Cooperatives
Characterztic of Self-reliance and self-

help trying to sccomphsh their own Characteristic of Cooperatives
purposes. without rebing on the
overnment or other agencies and the Soif-rofiance
9 o | Soif-haip
power of corporate capatal %,

Characterstc of democratic
o

operations, coocperatves repressntsd

J— P 8 —

o _|""-_ i ", - -\""-.\-
cnly as 1 of 1 table ocial va racteristics fm
Characternstic of collaboration and DO ralnses

T =0 e "\-.._‘_‘_f-"'

solidarity that cperating an enterprize
and corresponding to market
capitak=m -
Characterstc of Social value
orientation to the profit and benefitz

for the community and f= members

Sofidarity |

Status of Cooperatives Policy

m Significance of Cooperative support systems

*  Conducted in 2012, 'Fundamental Act on Coopemtives’ has
significance that was to enable economic activity as a independent
legal perscnality of the producer-consumer driven
cooperative{Ministry of Strategy and Finance, 2012)

= The establishment of a Coopemtives presents a basic requirement for
sacial and economic growth, by establishing a corpomate forms
suitable for the social purpose of economic actors

*  Current ‘Fundamental Act on Cooperatives’ in force in Korea is
organized a total of 7 chapters 119 provision, and 3 supplementary

provisions
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Status of Police Welfare

m  Status of Police Welfare System

* The main systems of police welfare are sepamated by incumbentand
retired police officers

™ oivision | contene

Incumbent

: = Warious Compensation by “the State Tort Lizhility Act”
police officers

- bmits & daim for damages against State oppomnent
= Custom Welfare system

Retired = Future design process on Police Comprehensive School
4 = Reemployment program
police officers e Dioneiey P

= Police Mutual Ad Associstion
- business incidental  Rest ares, funera] hall
etc - Police Weterans AssociationT Membes of 130 mston peopeiMan, 001
— Powor financiad condition
- Loaw lewal of new member and fze payment

Demand Survey on
Cooperatives
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Demand Survey: Overview

m Survey Objectives
*  Survey on demand of internal police organization with respect to the

cocperative design
=  Through this, judgment establishing the basis for the introduction of

cocperative on Business design, Operation, Crganizational structures

with respect to the police welfare

m Survey COwverview
=  Methodology: Using the Police Intranet Intemet survey
*  Period: Period 2013.1203-12 16 (about 12 days)
= Target Police personnel 420 pecple
(including 266 pecople over 20 years)

Demand Survey: Sample

m Sample

Position Long-service period

o Non-grddulied = Exdoution ®Lags Than 10 years 8 D020 ymars ® 20030 pearn % Oaer 320 pears
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Demand Survey: Awareness

B AVWEreness

Cooperative Social economy

= Megeeres W o = Poites = Megathe = Medum = Foutve

Demand Survey: Participation Will

m Farticipation Will

Cooperative participation Social economy Purchase
% Fo
TEw
o Magmtied 8 MaSuT ¥ Fosinee mkagaties W Medeam = Posithe
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Demand Survey: Sectoral demands

m Sectoral demands
Sector demands show the highest demand for Retirement support
and Life support
* It can reviews that the application of Producer Cooperafive model in
the case of retirement support and the application of Consumer's
Cooperative madel in the case of the life suppoert

17S0
1r=0
1730
172
1710
1700
1650
1£30
1570
LAedical treanreei Financul Sereces. Bdocabon B oseif- Lrle Support Woripleoe Welfsre feurement

droils pira=s

Construction of Virtual Model
and Profitability Analysis
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Example: Consumer’s Cooperative

m Total Cost Estimation
=  Hypothetical analysiz of the case to establish Concumes’s Cooperative within the
poioE  Onganizathon
=  Basic cost of operating the organization are labor costs. current costs, expenses. assets
and eguipmeant expencses. Operating expences are ac follows
= 'k mesd & cost of abowt 24 bilion won on the basiz of union organization 20 people
and its Members 10000 people in Standand year and five years later reqguires a cost of
abowt 70 bilbion  won
LNt 10,000 Wan

N T N O T T
Labar costs 3,300 4,231 7&TEL 540 133,300

3,131 107,
Currand oosts 570 10 9ES 13,313 1. 739 15323 02T
Bushness  aaperes 2,330,753 ZEET 003 3. ETE TR 4,433 472 E 457,735 57413
HAzzets aned
5,750 753 plalti-] 12,579 15,154 17, 457
aquigeneit  SapEEes

Totads 4,397 453 ZETLEES 2,579, 03 4 ZEE 324 I, 5%, 103 5,953, 20

Example: Producer Cooperative

® Total Cost Estimation
=  Hypothetical analysis of the case to establish Producer Cooperative of retired pofice
officers
=  Basic cost of operating the crganization are labor costs, current oosts, ewpences assets
and equipment expenses. Operating expenses are as follows:
= I mesd aocost of abowt 1.7 bilon won in Standsrd wear and five years later reguires a
cost of abowt 3 bilion won if the business &= to be expanded

Umnit 10,000 Won

I N S S A N T
Tl ok

AT 45006 e i il T Zz3a06
Estirtion
Boress: oEs (=5 a a =9 a a
Tatads AT T4 MEWELA BOES 4 el AT I et I
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Profitability Analysis:
Consumer’s Cooperative

m  Scenaric Analysis
*  Consumer's cooperative business performance is dependent on the
members' subscriptions and net profit margin
*  Two representative scenario by the the configuration of the business

I ) R R

Scananic 1= Consarvative sitoation Cooparativa mambars 216 7 nat profit margin 1LE%
Scananio & Optmistic sbuaticn Cooparativa mmambars 30% f nat profit mangin 103
® Result

v Expected Revenue 722 billion won and net profit margin about 700
miillion in Extremely optimistic situation
Soanarc 1 asa LIPSl wecen)
Scanarc 2 119 2483 malion weaan]

Profitability Analysis:
Producer Cooperative

m  Scenaric Analysis
= Consumer’s cooperative business performance is dependent on the
members’ subscriptions and net profit margin
=  Two representative scenario by the the configuration of the business

I N S

Scananic 1 Consarvatinea sitaation Cooparativa mambars 5%/ nat peofit mangsn S0%E
Scanario & Optamistic srbuation Cooparative mambars. 5% nat peofit mangan - 1009
® Result

*  Expected Revenue 9.5 billion won and net profit margin about 900
million in Extremely cptimistic situation

Soananis 1 asa —BEmiiicn weaan)

Soanarso 2 1.18 BETmalison weaan)
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Profitability Analysis:
Police Cooperative

m Result
*  The feasibility can occur in the case of extremely optimistic business
outlook Both Consumer” and Producer Cooperative Cooperative
*=  There is no the difference between Consumer’ and Producer
Cooperative in cost-bensfit analysis, but Producer Coopermtive is higher
than Consumer s Cooperative in net prefit mangin

Consamear s Coopanatres

119 2asmition »
tisiati T S
Prrioed Coop ¥
acar parativa 1.18 IEFmidlion won)
{Soanano. )

AHP

(Analytic Hierarchy Process)
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Overview of Analysis

m  Pricrity Analysis of Policy
* A Survey of Preference is performed by using Analytic Hierarchy
Process{AHP) methodology

| Survey Cwerview
*  Methodology: Primary Survey and Secondary Survey via telephone
and e-mail
v Period: 2013.12.05-12 16 {about 12 days)
* Target 16 people in Police welfare personnel

{including regional representatives)

Cooperative Models

Self-Cooperative Private companies Cooperative
Model linked model linked model
i i
LDty Agency i ! —— —
x i ; L
i | < Coop
it i B ? "' —— " SN i P s e ik
PO T T H = Ly et m A 21
R o N S e
: A : - |
! = ! Bme,
| | s
i i
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Hierarchical decision model of Pelice Welfare Coopemtive Model

ision mo

Pubdic Intarast

Establishment of sustainable and effective police Cooperative
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Analysis of AHP

m  Primary analysis

*  Members are referred to Image of organization and Public Interest in

which the priority value

' LCooperative are focused on social value than economic utiliy
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Analysis of AHP

m Secondary analysis

*  There are important to Diffusion participation mechanism and
sustainability of the business

« And relatively low pricrty on Output of operating profit and Possibilities
of the business sustainability
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Sensitivity Analysis: Profitability

m  Priorities changes according to Profitability strengthen
*  Currently the best alternative is calculated from Coopemtive linked model
v If the weights for the feasibility is increased to 44.3%, increasing
importance of private enterprise asscciation model

[ | i s e s e L |
| i
1
| R
)
]
1
=B i
1
]
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w |
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1
1
]
-y y ¥ ¥ —— T ¥ ¥ ¥ b
FaasIhalty

Sensitivity Analysis: Public Interest

m  Pricrities changes according to Public Interest strengthen
*  Currently the best alternative is calculated from Cooperative linked model
*  The more the weight for increasing Public Interest, the increasing
importance of Current altemative model
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Sensitivity Analysis: Convenience

m  Priorities changes according to Convenience
= Currently the best alternative is calculated from Cooperative linked model
* If the weights for the convenience is increased to 40.7%, increasing
importance of private enterprise association model
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Sensitivity Analysis: Images of organization

m  Pricrities changes according to Images of organization
*  Currently the best alternative is calculated from Cooperative linked model
v If the weights for the images of organization is increased to 41.5%,
increasing importance of Self-Cooperative Model
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A Proposal on
cooperative models

Implications for research

m | imitations of research

There will be many varnables in resfty because of on the basiz of analy=:

of wirtual organizston

The recognition that Publc sector workers on Cooperative can be
sensitrve to government policy

It & important to dentfy more precisely the Egualty with tradibonal

markets, Legal and Insttutional possbaty

m [mplications of research

The awareness of Cooperatve on the public sector are increased, but the
instrumental approach appears strongly rather than eszential

understanding
It are required of Step-by-Step Progress Model of small Cooperative for

sustainabifty of the business
I are required of strategies on knkage Consumer’ and Producer

CoOpEratves
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Cooperative association model
m Linked Model of Stakeholder's

Folicy Agency

I = Comtracting out cafataria cafa aic

Foundation Fend of = e - =
Cooperative 2 olicy Consumer’s g g
= e e B

= * Prowiding information koo
Support Ag:en:les - Salling 3
on Cooperative “Prowiding = Hiiring the retired polic
LY information
*Pronvidiing education
ooarns-afing, Consul
* Mutual Purchase
| Applcants of establishing cooperative I Local producer Cooperatives

g

B
n

Thank You
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The Significance of Karl Polanyi to the Development of Social Economy in Korean Capitalism

Gibin Hong (Global Political Economy Institute)

1. State or Market: The “Miracle” of Korean Economic Development

The social economy used to be an alien word not only for laymen but also for economists
and policy makers in Korean society as late as twenty years ago. But nowadays we are
witnessing an energetic development of social economy in Korea. The number of social
enterprises and co-operatives grows every month, and legal and governance structure for
supporting its growth develops in a remarkable speed. Koreans once made their reputation in
neck-breaking speed of capitalist development since 1960s, and “#z2]®z]” the Korean
adjective meaning “quick pace”, seems to have become a national trait that characterizes
everything about Korea. And it seems that the development of social economy in Korea also
follows the same path. Just as Koreans have built one of the most advanced industrial or
even post-industrial economy in Asia for only a few decades, they may also repeat the
miracle of fast “catching-up” in the area of social economy as well.

[ feel ambivalent toward this forecast. On the one hand, I do think that Korean capitalism
urgently needs the introduction and installment of social economy even for the sake of its
own balance. There is a certain logical necessity in the rapid growth of social economy we
recently saw, and this necessity comes from the very nature of Korean capitalist development.
The domination of state and market over society in the name of rapid economic growth for
the past half century has resulted in the debilitation of society, to the point of jeopardizing
the long-term prospect of economic growth itself. On the other hand, however, I see some of
the same structural traits of Korean capitalism are hindering the development of a robust
social economy as an independent sphere. Society has been mostly treated as an object of
mobilization, that is, the functional adjunct to capitalist economy directed by either state or
market. Consequently, the establishment of social sphere as an area of its own autonomy is
continuously being frustrated by the intervention and sometimes even encroachment by state
agencies and various business organizations. On the top of that, the fetishism of economic
growth has left an unwelcome legacy, that is, the prevailing paradigm of economism that
relates everything exclusively to economic growth and capital accumulation. This bias has
been a restriction to the flourishing of imagination of social economy, which focuses more
upon people’s livelihood and human development than pecuniary gain.

In this context, I am confident that Karl Polanyi’'s work has some points of crucial relevance
to our effort to build a robust and independent social economy within Korean capitalism. It
gives us a theoretical framework in which a theory of social economy can be formed that will
help us to go beyond these impediments unique to Korean (and possibly to other Asian)
capitalism. I will first elaborate more on these impediments in the context of the development
of Korean capitalism, and then put forward and discuss some relevant concepts and

categories from Karl Polanyi's work.
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2. The Problems of Social Economy in the Korean Model of Capitalism

The rapidity of economic growth in Korea has been applauded as something “miraculous”, but
it's frequently overlooked that the key to its rapidity lied in the enormous concentration of
social power in the hands of the state or market. For the “glorious 50 years” of economic
growth of Korean capitalism, the first three decades were characterized by the period of
dirigisme, where state direction played the key role in mobilizing, allocating, and organizing
human and material resources. And there was a shift of power to market around the time of
1997 Asian financial crisis. Korean capitalism, one of the most severely hit by the crisis
among Asian countries, began to get restructured corresponding to the ideal type of
Anglo-American capitalism where the role of mobilizing, allocating, and organizing human and
material resources was bestowed upon financial and capital markets as well as chaebols,
major conglomerates. In spite of this alternation between the state and market, however,
there is one feature that continuously characterizes the Korean model of capitalism, that is,
domination of the state and/or market over the society. Society is effectively subdued under
the imperative of rapid industrialization and capital accumulation, and the various relations
within the society were sanctioned by the state and market only when they prove themselves
to be functionally meaningful to the working of the economy. In short, the meaning of society
as a distinct sphere where men’'s and women’s spontaneous activities of life are unfolded has
been largely ignored, and it is frequently conceived to be a hinterland that should always be
ready to meet the needs of the state and market.

The democratization that started in 1987 was expected to provide some remedies to this
problem of under-development of the social in Korea. In fact, for the past two decades we
have seen the mushrooming of so many NGOs/NPOs, and many people talked about the “rise
of civil society” in the vast area where the former authoritarian state withdrew from and left
as political vacuum. Few would deny or underestimate the significance of these grass-root
level activities, but it also stands as a fact that the civil society in Korea has not yet grown
to be able to effectively challenge the power of the state and market over human and
material resources, and the so-called governance structure is still in rudimentary state in
many cases. With economic power still being overwhelmingly monopolized by the state and
market, the endeavor of civil society making in Korea mostly focused on the making and
directing public opinion in the Habermasean type of “public sphere”. However, this inability of
Korean civil society to actively intervene into the social and economic issues seriously
restricts its capacity of making the public agenda as well.

Another legacy from the period of rapid economic growth is the narrowing of the horizon
concerning the signification of the term “economic”. Put in simple words, the “economic”
means for most Koreans just money-making and nothing else. Even if we do not know
anything about Polanyi's distinction of the two different meanings of “economic”, innocent
mind would readily recognize that there are so much more to the word “economic”, than just
money-making and capital accumulation. The full development of everyone’s capacity and
needs, the strengthening of society, the pursuit of common good and collective happiness:---

would be just a few among so many aspects and purposes implicated in the world
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“economic”. But the obsession with rapid GDP growth has shaped Korean mindset as to put
down these things as too “idealistic” or even harmful to economic growth. Economic affluence
is associated with the increase of exportation, the appreciation of various asset-prices, the
inducement of more capital investment etc.. And that’s it.

These two legacies, the weak society vis-a-vis state and market and the narrow signification
of the economy as money-making, make important impediments to the development of social
economy in Korea as a robust and independent sphere. There are many instances where
social economy is regarded as a novel method that state and/or market could utilize for
managing and mobilizing the society more efficiently and smoothly. Co-operatives, social
enterprise, and rehabilitation community, three integral components of social economy, are
separately under the supervision of the Ministry of Strategy and Finance, the Ministry of
Employment and Labor, and the Ministry of Social Welfare, respectively. Social enterprises are
more or less equated with “venture enterprises”, and are required to prove their financial
profitability within two year period of government subsidies. There are many business people
and organizations that openly act upon the belief that social economy is a new opportunity
for profitable business and for leveraging their own social influences and reputations. These
are what make it difficult to assert the independence of social economy and claim its
autonomy over a definite territory. If we want to secure the long-term development of social
economy in Korea, we need a theory of social economy that enables us to go beyond the two
impediments: the weakness of society and the narrow understanding of the word “economic”.

Here we turn to Karl Polanyi’s work for inspiration.

3. The Relevance of Karl Polanyi: Three Key Concepts

Karl Polanyi was a gigantic thinker. His works stretches over various areas and his thought
constitutes an immense structure. I would not dare attempt to summarize or extract an elixir
from his works, but single out some concepts and key words that I think are relevant to the

problems of social economy in Korea.

The Reality of Society may arguably the single most central concept in the edifice of Polanyi's

thought. Since Henri Saint-Simon and Emile Durkheim, there were many social thinkers who
emphasized that society is not a nominal fiction but a substantive reality. But many of them
had a bias to reduce society to a set of various functions. In other words, society is
manifested as a real entity only when it serves to fulfill certain definite functions such as
procreation, education, sociation, value-creation, etc.. The “structuralist-functionalist”
sociology of Talcott Parsons may be representative of this view of society.

Polanyi traced the reality of society to a much more fundamental dimension in human
existence. In his view, human life is a sort of empty space which one should fill with
meanings of one’s own making. However, Polanyi agreed with Aristotle and maintained that
the creation of one's own meaning of life is possible only within a society. It is society as a
whole whose culture motivates its members to go on with his or her life and to engage with
work and other life activities. In other words, for Polanyi, society can never be fragmented

and reduced to various functions. It is the reality that precedes everything in human world.
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Polanyi cited the famous observation by Margaret Mead. When aboriginal communities in
Africa were destroyed by Western colonialists and their individual members were left in the
so-called “cultural vacuum”, even the most basic physical needs failed to motivate them to
work, so that they frequently died out of hunger without doing anything.

Those who attempt to build and re-build a robust social economy in Korea would get some
idea from Polanyi's emphasis on the primacy of society, especially concerning where to begin.
The domination by the state and market over society for the past half century may have
brought a material affluence, but it also has caused the problem of “life-fatigue” which is
pandemic in the everyday life of Koreans nowadays. No matter how efficient or powerful, the
state or market cannot be the field where the real life of men and women is to be unfolded
and experienced. This is a place or a vacuum where social economy can flourish. We need to
accentuate that social economy is not only about meeting people’s economic needs but also
about creating a milieu where they can share their lives in a more direct and democratic

relationship.

Economy as a process embedded in social relations is another key notion in Polanyi's work.

He challenged the 19" century liberalist preconception that market and its motivation of profit
is the only instrument that can organize division of labor. He identified other forms of
integration such as reciprocity and redistribution in various economies in human history, and
argued that, contrary to the 19" century preconception, there is no specifically “economic”
motive per se. Any type of relationship among people could operate as economic relation so
long as it performs the function of fulfilling the needs of their livelihood. And any kind of
value or purpose that motivates them in their relationship would work as economic motive. In
this sense, market economy is an exceptional type of economic organization in human history
that Western civilization invented in the Machine Age.

[ think this notion of economy as a process embedded in social relations has a significant
implications for the effort to widen the scale and scope of not only social economy but also
that of civil society as well. Civil society does not have to restrict itself to the discussion in
the “public sphere”. Any voluntary association could move on to the sphere of social
economy, without transforming itself into a business organization. Once a certain set of
values and purposes is being widely shared among the people in and out of its organization,
it can commence whatever type of economic activities and channel to them their devotion to
the shared values and purposes. Economy can be embedded in any type of social relations.

Civil society could comprise economy in it. “Civil economy” is possible and desirable.

Economy as livelihood is also another significant contribution made by Polanyi to our

imagination of alternative economic principle. Inspired by Carl Menger's posthumous work,
Polanyi sharply distinguished “formal” and “substantive” meanings of the term “economic”.
The term “economy” can be understood to denote the behavior of economizing or optimizing
under the condition of scarcity, but it could also have an entirely different meaning, that is,
the provision of goods and services that can satisfy various human wants. In short, economy
could mean money-making, but it could also mean a totally different thing, that is, livelihood.

In consideration of what Polanyi thought about the relationship between the meaning of life
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and economic activities, it is important to emphasize that this word livelihood in Polanyian
context does not exclusively mean the material things that meet the immediate physical needs.
Far from it. Life is a process in which a human being fully develops all the potentials and
desires inherent in one’s own body and mind. Livelihood encompasses entire gamut of human
activities that are related to his or her own “human development”, to use the terminology
made well-known by Amartya Sen.

This notion of economy as livelihood will be a good antidote to the existing Korean mindset
that is so bent on evaluating everything in relation to its monetary value. Wealth in the true
sense of the word should also include everything that contributes to the free and full
development of human capacities. Then social economy would be given its place it well
deserves. It is not a supplementary device that exists to help public or private sector work
more smoothly. It has its own identity as an area where people’s endeavor to enhance their
economic life will naturally lead to the free and voluntary interactions amongst them, in

which their human capacities are mutually developed and their lives flourish universally.

4. Toward an Alternative Model of Capitalism

Our immediate goal is to build a robust and independent social economy in the setting of the
existing Korean capitalism. For this purpose, one of the most badly needed is a theoretical
perspective from which we can construct a theory of social economy. This theory would not
only enhance our practice more effectively but also establish an appropriate boundary of
social economy, precluding undue intervention and encroachment by and with the state and
market. Again, I believe Karl Polanyi's work will provide the theoretical framework that best
serves the purpose.

We might go further. In the continuity of our effort, we may also need to use our imagination
to conceive an alternative model of capitalism that is most compatible to the development of
social economy. As many people have observed, the existing Korean model of capitalism is
betraying some signs of malfunctioning in many ways. The future of existing market-led
economic growth does not seem so bright. The GDP growth rate of Korean economy has been
slowing down to the level of 3% per annum for the past five years. Moreover, various social
indexes show that the quality of life in Korea is irreversibly deteriorating, such as the rate of
suicide, the rate of birth, engel co-efficient etc.. Now is the time that a serious reflection
should be done on the nature and future sustainability of the high-growth economic model
that has been dominant in Korea for the past half century.

Here again, I think the relevance of Karl Polanyi's work is prominent. He did not accept a
monolithic economic order where the state or market asserts absolute supremacy, but he
never denied the reason of existence of the two sectors either. Instead, he believed that the
kind of economic order that can secure human freedom and moral dignity should be a
pluralistic one. The reason is simple and clear. Human freedom and morality is multi-faceted
and the corresponding economic organization must necessarily have a variety of forms and
orders. Although Polanyi did not believe in capitalism, we could profusely borrow his wisdom
in conceiving an alternative form of capitalism where the state, market, and social economy

find their right places and generate a harmonious and complementary order amongst
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themselves. In my interpretation, this matches with the “pluralistic development” that is put
forward in the Seoul Declaration of 2013. And also, this will be one of the most central
mission of the Karl Polanyi Institute of Social Economy in Seoul, when it is established in

next year.
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Karl Polanyi and Elinor Ostrom. Reclaiming the Commons. Marguerite Mendell.
Karl Polanyi Institute of Political Economy, Concordia University, Montreal

[ was going to begin by saying that this is a work in progress. In fact, it is a research
agenda and it is only a beginning. A few months ago, I was invited to participate in the
“Open Knowledge Summit’ in Quito, Ecuador that brought together academics, activists,
policy makers, writers to promote “open knowledge® and the “new commons® in
education, agriculture, production, policy making and culture. Open knowledge or "Buen
Conocer," ended a year of collaborative research supported by the government of
Ecuador. The purpose of the Summit was to integrate the findings of this research into
government policy and apply this to other countries as well. I co-authored a paper for
this summit on the social and solidarity economy and public policy as it was evolving in
Ecuador and elsewhere around the world. The collective values of the social and
solidarity economy are expressed in the government of Ecuador’ s commitment to “buen
vivir” (the good life) and to the development of the knowledge commons.

A few months later, [ participated in a small workshop in Berlin hosted by the Heinrich
Boll Foundation with researchers and practitioners in the cooperative and commons
movements “to explore the opportunities for a convergence of efforts between commoners and
cooperators, especially in conjunction with the power of open platforms on open networks”.
This took our discussions in Ecuador further to ask: “Could we find new ways to blend
the innovative, participatory ethic of peer production with the historical experience and
wisdom of the cooperative movement?” , the objective set by David Bollier, co-convenor
of this workshop. Could we combine processes of democratization and decommodifcation that
characterize these two movements that are rarely in dialogue with each other?

The meetings in Quito and Berlin introduced me to writers and leaders in the global
commons movement and, in the words of David Bollier, to “a galaxy of commons”
throughout the world. I wish to note a few interesting examples. The Naples Manifesto for
Water as a Commons 1s the founding document for the European Water Movement for
water justice. Citizens of Bologna and the municipal government have formed a
partnership to co-manage the urban commons, including public spaces, referred to as
“cooperative placemaking”. Community supported agriculture is a well-known example of
the commons, of “embedding” markets in local communities. In a recent paper, Hilary
Wainwright proposes that the creativity of labour be considered as a distinctive commons
with important implications for how we view employment.
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An interesting example of scaling the commons where the cooperative model and the
commons do intersect, is Cecosesola in Venezuela, established forty years ago: it is
self-organized and self-financed and runs over 80 cooperatives including banks, farms,
factories and many civic organizations. Better known examples of the commons are in the
resource sector, what Elinor Ostrom refers to as “common pool resources”. Legal
innovation in the commons include the creation of fiduciary or stakeholder “trusts” .
And of course, the “digital commons” that is revolutionizing information sharing and
knowledge formation through “open source software and legal innovations such as
Creative Commons Licences. As David Bollier writes: “Prior to the rise of the Web,
commons were usually regarded as little more than a curiosity of medieval history or a
backwater of social science research” . Today, we need to turn our attention, in the
words of Joan Subirats, to “emerging models of collaborative peer production through
the logic of the commons” .

When Elinor Ostrom won the Nobel Prize in 2009, “a major roadblock standing in the
way of---.<recognizing> the importance of the commons came tumbling down” . (Jay
Walljasper, On the Commons). For over 4 decades, Ostrom documented how communities
self-organize to manage common resources equitably and sustainably, debunking the myth
of the Tragedy of the Commons.

To my knowledge, there has been little work on the complementarity of Ostrom and
Polanyi and there are several reasons why this is useful. And Ostrom herself does not
refer to Polanyi in her work. I would like to explore complementarities in their work by
referring not only to 7he Great Transformation but also to earlier and later writings by
Polanyi. Throughout her work, Ostrom analyses “collective action and self-governing
behaviors; trust and reciprocity; and the continual design and/or evolution of appropriate
rules” in common pool resources. In her later publication on “Understanding the
Knowledge Commons”, she and her colleagues identify principles and rules for these
complex self-governing communities. The high degree of cooperation and coordination
that characterizes the evolving open source movement, is both a process of

decommodification and democratization.

In “The Great Transformation”, Polanyi wrote that “<Land> invests man’s life with
stability; it is the site of his habitation; it is a condition of his physical safety; it is
the landscape and the seasons--..To separate land from man and organize society in
such a way as to satisfy the requirements of a real—estate market was a vital part

of the utopian concept of a market economy . In his passionate account of the
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expansion of markets, Polanyi documents the end of the commons, the “catastrophic
dislocation of the lives of the common people”, the dispossession by the new 18t
century enclosures and the numerous laws passed throughout the 19t century to
commercialize land and create private mortgage contracts. He also documents the
protection provided by “ the inertia of common law’ in England and other forms of
resistance to protect ‘habitation from the juggernaut of improvement”, to prevent “the
devastation of neighborhoods, the denudation of forests, the pollution of rivers--.as

well as the innumerable forms of private and public life that do not affect profits.”

Ostrom documents the history of the common pool resources she studied in great
detail — the irrigation systems, fisheries, forestries she researched in several
countries. Her focus is microsituational, with little attention to the larger
socio—political context in which these experiences are located. That said, in her
analysis of “polycentric systems of governance”, she speaks of nestedness to describe the
interrelationships between common pool resources and with different levels of
government, to capture the intricacy of governance. With her colleagues, Ostrom
developed a meta analysis of the numerous case studies of common pool resources
internationally, to construct an “Institutional Analysis and Development Framework”

that identifies similar patterns across these many experiences.

Although Ostrom adopted a “neo—institutional rational choice” framework, writers such
as philosopher Michael Brie suggest that she has paved the way for a new social
science that reflects the complexity and plurality of contemporary society. Ostrom’s
research on self—organized and collectively managed ‘common pool resources” is, in
fact, a break with economic theory on at least two fronts: First, her rational choice
hypothesis includes the choice to live and work collectively and second and most
important is that by introducing the commons, she breaks away from the market/state
or public/private duality of mainstream theory and its underlying principles of
resource allocation. Commons theorists such as Michel Bauwens refer to “triarchy” to
describe the co—existence of market, state and commons. Social and solidarity
economy theorists refer to the plural economy with no reference to the commons as
such. It i1s subsumed in the solidarity economy and needs to identified more
explicitly. Ostrom’s case studies on resource management in Africa, Nepal, Europe,
Latin America and the USA undertaken over several decades, are the basis for her
thesis that collective governance of the commons best meets the challenges of

managing complex resources, preserving habitat and assuring equitable access and use.

Ostrom and Polanyi provide a powerful critique of the commodification of nature. In
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her analysis of the “the adverse outcomes of individual action” to solve what she
refers to as ‘commons dilemmas”, Ostrom demonstrates the effectiveness of a
cooperative, collective 6 strategy. While this suggests that neither the market nor the
state can solve these dilemmas, she does not propose the withdrawal of government.
Rather, she argues for collaborative arrangements with all levels of government to
design enabling policies. There are many points of intersection and convergence

between Polanyi and Ostrom. [ raise a few here as areas for further research.

Ostrom documents a diversity of commons in different cultural contexts over time. In
all of her work, she is interested in “action arenas” . She asks when, how and why
people cooperate; she identifies the institutions that govern common pool resources
and investigates how they are established, how they differ from one context to
another, how their rules and regulations are negotiated; how the use or appropriation
of these resources is monitored; whether there are sanctions, boundaries, and so on.
Ostrom poses this as a collective action problem. It is here that I found very
interesting parallels with earlier work by Polanyi during the inter—war years iIn
Vienna, in his research on economic history and anthropology while at Columbia
University in the 1950’s and in his analysis of economic provisioning in the
posthumous The Livelihood of Man.

Let me briefly introduce this. In her writings, Ostrom asks how empirical research
can contribute to a better theory of collective action and the development of institution
design principles. While in Vienna, Polanyi proposed the creation of “functional
representative organizations to negotiate the laws of the economy”. He went beyond Ostrom
to propose a model of economic democracy, or a negotiated economy, made up of
producer, consumer and citizen associations. But they both asked the same questions.
Polanyi and Ostrom were preoccupied with institution building, with organizational
challenges to embed collective and democratic governance of the economy—- 1in
microsituational common pool resource environments in the case of Ostrom and within a
societal model built upon self—reliant organizations, in the case of Polanyi. The
experience of Red Vienna (1917—1934) and its participatory, democratic and inclusive
municipal socialism, the seminars Polanyi held on economic theory and the debates in
which he participated over a ten year period, enriched this work, much as Ostrom’s
questions emerged from her extensive fieldwork observations. Polanyi wrote that the
problem faced by socialists was one of organizational design - how to develop a model
of functional democracy as the “living essence of socialism”. Transparent relations
between associations would reduce or even resolve conflict, noting that conflict was

unavoidable. Ostrom’s eight design principles emerged out of the regularities she
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observed in her numerous empirical studies. These design principles involve
reciprocity, trust and compliance and collectively agreed upon monitoring and

sanctions.

In the “Interdisciplinary Project: Economic Aspects of Institutional Growth”, directed
by Polanyi at Columbia University in the 1950’s, his anthropological and historical
research adds a broad perspective to Ostrom’s research based in more micro settings.
One could propose that her work intersects with Polanyi's substantivist approach to
understand economic provisioning within different institutional contexts, including
Ostrom’s collectively governed common pool resources and more complex commons.
Both are examining what I have referred to in earlier work as “instituted processes of
economic democratization”. Ostrom’s research on the processes of instituting collective
governance and provisioning of common pool resources and more complex commons 1S a
special case of Polanyi’s historical and anthropological analysis of the economy as an

instituted process of interaction.

And there are other interesting methodological comparisons between Polanyi and
Ostrom. Both ground their work in subjective value theory. Surprisingly, Polanyi
supported the marginalists in the methodology debates with the German Historical
School. He believed in the primacy of individual choice and needs. These were the
human needs of Marx, not the narrow material needs in neo—classical theory. Ostrom
foregrounds her work in individual rational choice theory. Yet both emphasize
inter—subjectivity and socially embedded individuals - societalized man, the term used
by Polanyi to describe the social essence of individuals. Both emphasize social agency

- the capacity to engage collectively in deliberate action.

For Polanyi, the “place occupied by the economy in human society” required broad
historical analysis. For Ostrom, a theory of collective action could only emerge from
extensive empirical research. The following quotation by Polanyi from The Livelihood of
Man, applies equally to the work of Elinor Ostrom. “On the historical level, case
studies are intended to bring to life our generalizations, by way of parallel and
contrast. On the policy level, history should be made to yield answers to some of the
burning moral and operational problems of our own age’. A conversation between

Polanyi and Ostrom is timely.
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