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Foreword

Where does social good come from? This volume, Understanding the
Social Economy of the United States, makes clear that the answer to this
question is more complicated than some might think. The general
notion that nonprofit organizations produce social good has dominated
our thinking, but belied our reality, for too long. As the authors note,
the categories of public, private, and philanthropic enterprises are nei-
ther static nor impermeable. The social economy of the United States,
like in many other countries around the world, involves a diversity of
organizations arrayed along several vectors of financial and social pur-
pose. Businesses with social purposes and social organizations funded
by earned revenue exist in far greater numbers than we see if we limit
our understanding to the categories provided by the tax code.

The social economy framework is important for all of us to under-
stand. The heterogeneity of enterprises that seeks to produce social
goods is a strength of our economy although it is certainly more com-
plicated than previous models centered around nonprofits and phi-
lanthropy. The social economy provides tremendous opportunities for
people seeking services, employment, or entrepreneurial opportuni-
ties. It offers a range of options for people looking to put their money
to work for social causes — either through charitable donations, phil-
anthropic investments, investment funds, consumer choices, or politi-
cal contributions. Understanding the full landscape of organizational
forms, financing opportunities, and revenue models working on any
given issue enables each of us to make wiser decisions about how we
deploy our resources.

Of course, the heterogeneity is also challenging. We don’t know if
there are particular forms of enterprise that are well suited to producing
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and providing certain goods. There are opportunity costs, and real
costs, to underwriting or subsidizing poorly performing organizations
of any kind. Determining which organizations do good work, when the
definitions of good are so varied and the institutional means so differ-
ent, is difficult enough as to make it tempting to default to available, yet
dubious, measures. Some organizations are no doubt better than others
atencouraging creativity, participation, or belonging — social goods that
defy most quantifiable measures anyway.

The framework is also important for policy makers and scholars. It
makes clear that the relevant policy domains for considering social good
extend beyond the corporate and tax codes. Investment laws and prac-
tices, consumer protection rules, labor law, intellectual property rights,
and telecommunications regulation, in an age when everything analog
has a digital counterpart, are all implicated in the social economy.

There is a world of research to be done to better understand what
relationships might exist between form and function. For policy mak-
ers, the reality of multiple forms should encourage greater creativity
in thinking about incentives for social benefits, the menu of public/
private partnerships, and the distinctive value of each enterprise form.
The authors do us all a service in introducing the variety and the rich-
ness of the social economy. I am hopeful that this book will serve as a
basis upon which future volumes will build.

Lucy Bernholz

Senior Researcher

Stanford University Center on Philanthropy and Civil Society
Digital Civil Society Lab



Preface

The economy of the United States is often classified into three sectors:
the public sector, the private sector, and the third sector.! These sec-
tors typically differentiate organizations according to whether they are
supported respectively by the government to carry out its designated
responsibilities to serve the public; by private sources to serve private
interests through the market; or by other sources, including philan-
thropic grants, volunteer labor, and donated materials, to serve needs
that are not otherwise being met by the family, the government, or the
market (Anheier, 2004).

We build upon the sectoral approach by characterizing the social
economy as a space that situates different self-governing organizational
forms that prioritize their social objectives. Common organizational
models include nonprofit organizations and associations, and coopera-
tives; however, new corporate forms with social priorities are emerg-
ing, including benefit corporations and low profit, limited liability
companies, all of which will be duly considered.

In our framework, the social economy wholly encompasses what
others label as the third sector but also includes parts of the public and
private sectors for reasons that will be explained. We emphasize an
interactive approach, meaning that we look at how the organizations
within the social economy space interact with organizations in other
sectors. Implicit in our framework is the idea that the sectors are part
of one society, often referred to as a mixed economy. Within that mixed

1 Other terms often used by social scientists and policy makers in place of the third
sector include the nonprofit sector, independent sector, social sector, voluntary sector,
and civil society.
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economy, organizations interact in many ways. To visualize this vibrant
arrangement of organizations, in the first chapter we will present the
social economy framework using a Venn diagram.

Within our interactive approach, the most important principles are
that the organizations of the social economy — their purpose, structure,
and function — are meant to serve needs not met fully elsewhere; that
different social objectives are best served by different organizational
models; that organizations often overlap sectors, blend sectoral ele-
ments, or even defy conventional private or public sectoral placement,
depending on how they go about pursuing their social objectives; and
that organizations can migrate between and across sectors over time,
depending on their changing operational strategies.

Thus, the social economy framework does the following:

—

. focuses on prioritizing social objectives;

2. explains how different organizational models serve different needs
in different ways;

3. recognizes that many social economy organizations straddle sectors
by combining public and private elements and dynamically move
in and out of specific sectors depending on how they shift their
strategies; and

4. reveals the underlying survival value of a society that allows a

multitude of organizational forms to flourish, for different societal

needs require different organizational forms to be effective, and as
societal needs evolve so must the organizational models to serve
them, in what Douglass North refers to as “adaptive efficiency”

(North, 1990, p. 80).

Highlighting the dynamic and interactive arrangement between
organizations and sectors has profound implications for the manage-
ment of social economy organizations in terms of their leadership, gov-
ernance, finance, accountability, asset management, human resources
management, organizational development, and many other dimen-
sions. Understanding these implications is crucial for such organiza-
tions to flourish and even to survive in difficult political and economic
times.

The book is divided into four parts. Part 1 introduces in the first
chapter the social economy framework, elaborates upon the concepts of
purpose and organization as noted above, and provides an overview of
the different and overlapping components of the social economy. Part 2
consists of four chapters, each offering an in-depth discussion of one of
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the four components of the social economy — Chapter 2: social economy
businesses; Chapter 3: local development enterprises; Chapter 4: public
sector nonprofits; and Chapter 5: civil society organizations.

Part 3 includes five chapters that explain how various dimensions of
management must address achieving the organization's social objec-
tives in ways that are different from traditional business administration.
Chapter 6 discusses organizational design and governance strategies;
Chapter 7, leadership and strategic management; Chapter 8, human
resources management; Chapter 9, financing; and Chapter 10, social
accounting. Part 4 completes the book with concluding thoughts and a
discussion of key issues for the future.

Within each chapter is a set of mini case studies, labeled “A Closer
Look,” which highlights innovative organizations related to the issues
being addressed. Each chapter is followed by a set of discussion ques-
tions to focus student reflection on the issues, and concludes with a-
major case study that explores the various organizational types in
greater detail and brings out specific issues — for example, challenges in
starting a social economy organization, raising finances, business plan-
ning, and evaluation issues. The case studies are followed by a short
list of discussion questions pertinent to the case. The case studies can
stand alone, independent of the chapter context, and thus be used in a
variety of courses.



Acknowledgments

We are grateful to the many people who have made this work pos-
sible. While we cannot name them all, we would like to acknowledge
Jennifer DiDomenico, acquisitions editor for business and economics
at University of Toronto Press, for her unending support of our work
and her always valuable suggestions. We also thank the University of
Toronto Press staff who have assisted us at various stages and our copy
editor, Chérie Turner, for her extraordinary attention to detail, and Jo
Anne Tacorda for her careful work on the index.

For our case studies we are indebted to many individuals who pro-
vided us with information and ideas. In particular, we thank Marc
Abshire, Steven Deller, Rink Dickinson, Robert Egger, Rob Everts,
Peggy Grimes, Ann Hoyt, Brent Hueth, David Jackson, Jeanine
Jacokes, Katharine Kagel, Marsha Krassner, Lillian Kuri, Robert Lang,
Erica Mackie, Crystal Mario, Molly McCabe, Rodney North, Derwin
Overton, Jonathan Rosenthal, Michael Rozyne, Norman Scribner, Tim
Sears, Kathryn Strickland, Woody Tasch, and Martha Whitman.

The research for this work was generously supported by the ASU-
Lodestar Center for Philanthropy and Social Innovation, and the Social
Sciences and Humanities Council of Canada.

We also would like to thank our families and friends for their support
and encouragement.

We dedicate this book to the many organizations of the US social
economy whose dedication and contributions add immensely to the
quality of life of the American people and people all over the world,
and to the entrepreneurs who continuously strive to shape organiza-
tions to meet the evolving needs of society.

Laurie Mook
John R. Whitman
Ann Armstrong
Jack Quarter



Contents

Foreword  vii

Preface  ix

Acknowledgments  xiii

Cases for Analysis  xv

A Closer Look (Mini Case Studies) xvii

List of Tables and Figures — xix

Part 1: An Overview of the Social Economy

1 Introducing the Social Economy 3

Part 2: The Components of the Social Economy

2 Social Economy Businesses 37

3 Local Development Enterprises 67
4 Public Sector Nonprofits 97

5 Civil Society Organizations 124

Part 3: Critical Issues

6 Organizational Design and Governance Strategies 161

7 Leadership and Strategic Management 192



vi Contents

8 Human Resources Management 221
9 Financing 252
10 Social Accounting 284

Part 4: Conclusions

11 Concluding Thoughts 323

References 329
Index 379



Cases for Analysis

Chapter 1
La Montanita Food Cooperative 27

Chapter 2
Equal Exchange 61

Chapter 3
Red Feather Development Group 91

Chapter 4
Corporation for Public Broadcasting 116

Chapter 5
Mary Reynolds Babcock Foundation 152

Chapter 6
The American Red Cross 187

Chapter 7
Girl Scouts of the United States of America (Girl Scouts) 215

Chapter 8
ENCORE.org 245



xvi Cases for Analysis

Chapter 9
Self-Help 279

Chapter 10
GRID Alternatives 312



A Closer Look (Mini Case Studies)

Chapter 1
DC Central Kitchen 6

Chapter 2

The Harvard Cooperative Society 42
The Avalon Theatre 52

Newman's Own 54

Endless Sky 56

Rivanna Natural Designs 58

Chapter 3

The Massachusetts Association of Community Development
Corporations 72

Partners for the Common Good 74

The Georgetown Business Improvement District 75

Workforce Development in the District of Columbia 78

Choral Expression in Washington, DC 83

National Rural Electrical Cooperative (NREC) 85

ROC USA, Resident-Owned Communities 89

Chapter 4

Community Health & Social Service Center in Detroit 104
NeighborWorks America 109

DC Rape Crisis Center 112



xviii A Closer Look (Mini Case Studies)

Chapter 5

American Federation of Labor /Congress of Industrial Organizations
(AFL-CIO) 132

Better Business Bureau 136

Alcoholics Anonymous 143

Wikipedia 149

Chapter 6

United Way of America 162
www.Kiva.org (Kiva) 168

Girls Inc. 169

BoardSource 174

Recreational Equipment, Inc. (REI) 182

Chapter 7

Nancy Brinker, CEO, Susan G. Komen for the Cure (Komen) 192
Dr Govindappa Venkataswamy (Dr V) of the Aravind Hospital 198
Cleveland Clinic 200

The Oakland Symphony 207

Roca (Rock in Spanish) 209

Good Shepherd Services 213

Chapter 8

The United Nations Global Compact 226
Pets on Wheels of Scottsdale 234
Arizmendi Association of Cooperatives 237
Cabot Creamery Cooperative 239
marketumbrella.org 242

Chapter 9

Tucson Botanical Gardens 255

W.K. Kellogg Foundation 264

United Parcel Service, Inc. (UPS) 270
CROPP Cooperative 275

The Nonprofit Finance Fund (a CDFI) 277

Chapter 10

Assigning Proxy Values 292

Social Return on Investment Principles 303

The Fulbright Academy for Science & Technology 306
Organically Grown Company 308



Tables and Figures

Tables

1.1 Classification by Funding Source and Orientation 22
7.1 Leadership Behaviors by Preferred Frame 205
7.2 Examples of Managerial Competencies 212
8.1 Number of Firms, Average Membership and Average Number
of FTE Employees of Cooperatives in the US 222
8.2 Engagement Across Selected Industries in US Companies 232
8.3 Social Economy Workforce Required Skills 242
9.1 Breakdown of Revenues for 501(c)(3) Organizations Filing Form
990, by Asset Size 253
9.2 Breakdown of Revenues for Organizations Filing Form 990, by
Organization Type 254
9.3 Breakdown of Revenues for Organizations Filing Form 990- EZ
by Organization Type 254
9.4 Resources of Tucson Botanical Gardens for the Year Ended 30
June 2013 256
10.1 Expanded Value Added Statement (Partial) for OAR Fairfax
for the Period Ended 30 June 2011 297
10.2 Monetary Revenues and Expenditures for OAR Fairfax, for the
Period Ended 30 June 2011, per Form 990 298
10.3 Selected Information from GRID Alternative’s Form 990,
2008 to 2012 314

Figures

1.1 The Social Economy: An Interactive Approach 14
2.1 The Social Economy: Social Economy Businesses 38



