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Foreword

There is a growing interest in the social economy, which has been amplified
along with legislative enactment and policy implementation related to social
economy organizations such as the Framework Act on Cooperatives. Increasing
even in rural areas, social economy organizations are expanding their position.
There is a vigorous movement in such a way that local residents address current
issues by organizing cooperatives.
In terms of responding to issues various sectors in rural areas are facing, the
social economy can play an important role. In that it is a problem-solving strategy
based on the residents' autonomy and initiative, its value and potential can be
highly valued. Promotion of the social economy should follow precise
diagnosis of its actual conditions.
It is not an easy task to put into practice the principles of the social economy
based on the residents' initiative and solidarity. However, in the long-term
perspective, it can be a great help to prepare a foundation for the social
economy in solving various problems that rural areas are facing.
This research examines the actual condition of social economy organizations in
rural areas in general. It also attempts to analyze the network among social
economy organizations and the related governance. I hope this research
contributes to presenting a policy direction for promoting the social economy
of rural areas and to promoting the related researches.

October 2015
Choi Seikyun
President, Korea Rural Economic Institute
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ABSTRACT

The Social Economy in Rural Korea and the
Policy Direction
Research Background
Recently, as the structure of the rural population has become more complex,
issues concerning social exclusion have become worse. There are some
bottom-up approaches to address these issues, in which rural residents make
efforts to improve their quality of life on their own. There are also legislation or
policies related to the concept of social economy. In the field of policy study,
the possibility of using social economy strategies from the perspective of rural
development is being discussed based on some domestic and foreign cases.
However, discussions regarding how rural policies can embrace social
economy strategies more specifically are rarely accomplished. It is necessary to
analyze the current condition of social economy organizations in rural areas in
depth and comprehensively in order to establish a logical or complementary
relationship between the legislative system and various policies regarding the
social economy.

Research Methods
In order to conduct our research, various methods and data were employed.
Several preceding studies were reviewed to understand the trend of theories
and existing discussions about the social economy. The current condition of
social economy organizations has been analyzed through examination of policy
materials such as laws and regulations regarding the social economy as well as
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by a survey, an interview and a case study. The survey, interview, and literature
review were conducted to study social economy networks. Based on these
analyses, we describe some policy tasks to be implemented in order to promote
the social economy in rural areas.
The scope of the research is limited to newly emerging types of social economy
organizations such as self-support businesses, social enterprises, cooperatives,
community businesses, and rural community corporations.

Conclusion and Implications of the Research
The number of social economy organizations in rural areas is presumed to be
between 2,500 and 3,000. Of these, more than half were established during the
past three years. Employees of the newly founded social economy organizations
account for 1.1~1.4% of whole employees in the area and the ratio has shown a
recent rapid increase.
The ‘social purpose’ of a social economy organization in rural areas is mostly
to offer job opportunities or social services to the socially underprivileged
class. Most of these organizations operate in the agricultural or agriculture-related
sectors. While the most important revenue is sales income, profit from offering
public services accounts for approximately 12.6% of the total revenue. Social
economy organizations usually reinvest most of their profit and/or surplus and
12.5% of their profit/surplus is returned to the society. The biggest problem in
terms of management is ‘shortage of funds’. Only about 10% of rural local
governments have built a foundation for forming governance with the social
economy sector by amending their ordinances.
The following are some policy suggestions to promote the social economy in
rural areas.
First, the social economy should be based on the needs of residents. By
attaining broad support from community members, one organization can widen
its market opportunities and utilize social capital more easily. Second, social
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economy organizations should deepen and expand networks between them.
While social economy unions should take the lead in supporting social economy
organizations’ establishment process, local governments or lower-level government
agencies should serve as the principal agents assisting social economy
organizations. It is necessary to broaden ‘relationship transaction’ among
social economy organizations and to form an investment network to retain the
sustainability of the social economy. Third, the hurdles of a vertical governance
system should be overcome, and the localization of social economy governance
needs to be accelerated and made more applicable at the bottom level. Detailed
guidelines should be reviewed and improved to promote policies for building
partnerships with the social economy sector and to deliver services in rural
areas. Finally, the roles of the local governance should be better defined to
promote governance based on partnership with the social economy sector.
Ordinances should be enacted or amended to enable social economy organizations
to offer public services through contract with the public sector or to include
preferred procurement of their products. In addition, social economy support
institutions need to be established and should be supported to perform their
roles without any partitions in terms of using funds or other resources and be
given funds for operating costs, especially labor costs.

Researchers: Kim Jeongseop, Kim Kyeongduk, and Lim Jieun
Research period: 2015. 1. ~ 2015. 10.
E-mail address: jskkjs@krei.re.kr
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Introduction

Chapter

1. Background of the Research
1.1 Background of Research
In a small town in Chungcheongnam-do, with a population of about 3000
people, dozens of residents were gathered at a library conference room. They
discussed the issue of founding a "village bus cooperative." It was an effort to
come up with an alternative after buses traveling around the county office,
town centers and surrounding villages drastically reduced their routes and
operation hours. Of course, the residents do not believe that they can solve this
problem purely on their own. They assume that, should small vehicles be
secured and the routes be operated flexibly with the county office's support, it
would be possible to operate the buses without deficit. The village bus
cooperative does not need to make a profit but only to continue operating
without deficits. It aims at helping reduce the difficulties of the elderly who
have to rely solely on public transit, and thus cope with social exclusion.
It is common that bus routes are reduced in rural areas as the population
decreases. Many of the residents are the elderly who have to rely on public
transit as they do not have and/or cannot drive a car. An institutional
mechanism is provided as "on-demand passenger transport service" in "the
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Passenger Transport Service Act" to ensure the village bus operators in rural
areas continue their services by cutting down annual expenses (Article 3. Item
3). There is also a provision to support routes, which do not make profit, by
subsidizing or financing the operating funds (Article 50. Paragraph ①-2).
Nevertheless, issues of helping the vulnerable in transportation have become a
growing problem in rural areas. This is a typical case of market failure. In that
the issues are not solved despite the public sector's efforts like legislation
maintenance and support policies, it is also a case of government failure.
Since the early 2000s, the rural policy has expanded its periphery by
emphasizing "the improvement of the quality of residents' life" encompassing
society, culture and the environment as well as economic areas. It has been
advocating a bottom-up approach, with an emphasis on the needs and opinions
of the rural residents. In recent years, it has emphasized governance based on
partnership between the local government and resident associations. Nevertheless,
a vicious cycle of "population decrease and aging → reduced public services
and commercial life services → population decrease and aging" (Song, Kim
and Park 2009: 445) seems to have become more evident. Recently, the gap
between community members has grown bigger and the population structure
has become more complex, which in turn has worsened the social exclusion of
rural residents within rural areas (Kim, Ma and Kim 2012: 16). In the reality of
Korean rural areas where social exclusion is becoming worse in many areas of
rural life, the social economy has a special significance. The anecdote
mentioned at the beginning of this section is an aspect of social economy
practices in which residents make efforts to improve the quality of their living
conditions through bottom-up, voluntary and democratic movements and
cooperation with the public sectors including the local government.
What is the social economy? In a very broad sense, it is defined as "economic
activities with a social purpose" (Jang 2006: 22; Ju 2010: 29; Amin 2009: 4;
Borzaga and Tortia 2007: 34). In a narrow sense, some define it as “a strategy
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to mobilize and utilize community resources and non-profit organizations'
capacity to create jobs and provide social services which the state and the
market do not and are not willing to supply" (Ju 2010: 18).1 Since the end of the
last century, interest in the social economy has increased in Europe amid the
background of "crisis of the welfare state" and "crisis of labor" (Ju 2010: 18;
Jang 2006). In 2006, the European Parliament requested the EU Commission to
evaluate the importance of the social economy and its contributions to public
policies. Then, in 2008, the EU Commission recommended creation of a social
economy account as one of the satellite accounts belonging to Member States'
national accounts and developed a manual about how to create it (Monzón and
Chaves 2008: 553-555; Barea and Monzon 2006).
In Korea, the social economy is attracting considerable interest. In 2014, a
"framework act (draft)" associated with the social economy was proposed three
times.2 Such growing interest in the social economy can be confirmed by a
steady increase in the number of organizations that can be categorized as
so-called "social economy organizations" and a series of related legislative
maintenance processes. Korea saw the substantial beginning of the
institutionalized social economy as a "self-support center" was established in
the late 1990s (Jang 2006: 235).3 As of June 2008, there were a total of 712
1

2
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It is a shortsighted opinion to view the social economy only as an alternative in the area
where market failure and government failure overlap. Nevertheless, in that the area
where such overlap occurs in rural Korea is a typical place where social exclusion
happens, it is clear that the area is where the role and significance of the social economy
is specifically highlighted.
The Framework Act on Social Economy (draft) (proposed by National Assembly
member Seungmin Yoo and 67 others, April 30, 2014), the Framework Act on Social
Economy (draft) (proposed by National Assembly member Gyeryoon Shin and 65
others, October 13, 2014), and the Framework Act on Social Economy (draft) (proposed
by National Assembly member Wonseok Park and 10 others, November 11, 2014).
It is a general opinion to see the cooperative movement that started after March 1
Movement in 1919 as the origin of the social economy in the Korean Peninsula.

4

Introduction

self-support businesses belonging to 242 local self-support centers nationwide.
By the end of December 2008, there were 1,243 accredited self-support
businesses (Cho 2012: 26).4 After the "Social Enterprises Promotion Act" was
enforced in 2007, discussions about the social economy have become active.
The number of social enterprises accredited by the government has also
increased rapidly. It increased from 26 in 2007 to 1,251 in 2014.5 Since the
"Framework Act on Cooperatives" was enacted in 2012, the movement to
establish cooperatives progressed at an astonishing pace. The number of
registrations of established cooperatives, including social cooperatives and
accepted applications for their accreditation, was 6,423 within two years and
two months after the enforcement of the Act.6

4
5

6

As of the end of 2014, there are 1,204 (Central Self-Support Center 2014: 11).
Cited from the Korea Social Enterprise Promotion Agency website (http://www.
socialenterprise.or.kr: March 17, 2015).
Cited from the Cooperatives page in the Korea Social Enterprise Promotion Agency
website (http://www.coop.go.kr/COOP/main.do: January 16, 2015).
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Figure 1-1. Formation of systems related to social economy
organizations in Korea

Source: Park et al. (2014)
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Furthermore, community business development policies have been promoted7,
and thereby hundreds of businesses have emerged. More than a few community
business organizations do “economic activities” with social purposes. Of
course, a quantitative increase in social economy organizations is not sufficient
for social economy to take root. It is also important to form cooperative networks
among the organizations and establish a partnership between organizations in
the public sector including local governments. There is even a movement to
shape the local governance of the social economy, for achieving this task.
While the number of social economy organizations is increasing and the
related legislation and policies are being implemented, discussions about the
social economy are also widely and rapidly spreading in both academic and
policy areas. The critical topics in these discussions are those about the “the
role of social economy”. Their main content can be summarized as follows:
First, the social economy provides an innovative governance solution where
there are government and market failures (Borzaga and Tortia 2007; Dancause
and Morin 2013). Second, it promotes economic activities to meet the needs of
community residents and solve social issues at a time when uncertainty is
increasing due to economic, geopolitical and/or social pressures applied from
the outside; i.e., it contributes to regional development (Lloyd 2007). Third, it
copes with social exclusion and contributes to social inclusion through “autonomous
empowerment” of the social service consumers and citizens (Gonzales 2007).
Review of rural policy trends and discussions about the social economy that
have emerged in recent years suggests the significance of social economy
strategies in rural Korea as follows: First, though their roles and specific
7

The representative of the community business related policies led by the central
government ministries may include the "rural community development project” by the
Ministry of Security and Public Administration and the “rural community corporation
development project” by the Ministry of Agriculture, Food and Rural Affairs. Community
businesses and rural community corporations are regarded as social economy
organizations, which may be dealt with in the social economy-related discussions.
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business objectives may be different, social enterprises, self-help enterprises,
cooperatives and various community business organizations, which are
increasing in rural areas, share the identity of being “an economic activity
organization with social purpose”. In particular, it has a social purpose to cope
with diverse needs of rural communities that cannot be met by governments or
markets8. Second, all these activities presuppose the initiative of the rural
residents, and are based on social capital accumulated through mutual benefit
and solidarity. They aim at the rural development, the same way as the
paradigm of endogenous development expressed by various practices and
government policies does.
After experiencing historical disconnections several times, the social
economy has not been able to faithfully establish its foundations in Korean
rural areas. The first cooperative associations established on the Korean peninsula
are the Kyeongsong Consumers’ Cooperative and the Mokpo Consumers’
Cooperative, which were established in 1920. Since then, the cooperative
movement has been spread by various cooperative organization activities of the
Cooperative Union Movement Company, the farmers’ association movement
of the Chosun Farmers' Company and the rural cooperative movement of the
Chosun Young Men’s Christian Association (Cho et al. 1997: 69-74). In 1933,
however, the Japanese government persistently suppressed the civilian
cooperative movement, worrying that it might develop into an independence
movement, and forced them to be dissolved in 1933 (Jang 2005: 177). After
liberation, the cooperative movement revived and became active in the 1950s9.
Farmer organizations established many agricultural cooperatives However, in
1961, the National Reconstruction Supreme Council enacted a new agricultural
8

9

Typical areas where social exclusion occurs though the rural residents’ needs are evident
in their daily life are transportation, care services for the elderly, and education, culture,
arts and healthcare with shortage of resources, and energy.
Information about this was taken from Kim (2009: 291-292).
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cooperative law and launched a comprehensive agricultural cooperative that
integrated NH and agricultural banks. The situation, in which the autonomy of
NH was restricted by the government in such a way that the upper management
of the new agricultural cooperative were appointed by the government,
“causing the "voluntary movement to establish cooperatives not to take place
afterwards" (Jang 2005: 179). In the 1960s, the credit union movement
developed actively and in 1973, the Credit Union Federation, a special
corporation under the Credit Union Law, was established. However, credit
unions struggled to maintain their autonomy due to competition with
Saemaulgeumgo (community credit unions), which were supported by the
government, and to governmental supervision mandated by the law. Then, in
the late 1990s, at the time of the IMF bailout crisis, they ended up receiving
public funds and became subject to supervision by financial institutions (Jang
2012: 303). Amongst these ups and downs, the social economy has continued
in Korea without being completely lost, for example, in the form of the
consumers’ cooperative movement. In recent years, along with changes in the
conditions before and after the enactment of the Framework Act on Cooperatives,
the social economy has attracted attention as a new strategy to deepen and
expand the endogenous rural development model that has been discussed and
practiced for the past 20 years.
To be fair, the prospect of expansion and sustainability of the social economy
sector, which is just beginning to sprout in rural areas, is unclear. Although
many social economic organizations have been established, it is also true that
there are concerns regarding the sustainability of their management and financing
and the possibility of maintaining their original identity of pursuing social
purposes. The density of cooperation networks formed by social economy
organizations in rural areas is still weak. The strategic direction to establish and
expand the structure and functions of the networks has not been clarified.
Partnership between the social economy sector and the public sector is also
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very weak. Most rural governments lack understanding and interest in the
social economy related governance. Although there are some rural areas where
formal governance mechanisms have been created, the relationship among the
participating parties is not equal.
In this context, discussions are underway to enact a new law that could have
a major impact on social economy activities in rural areas. The “Framework
Act on Social Economy” (draft) and the “Community Activation Act” (draft)
are representative of these efforts. The Community Activation Act (draft) deals
with matters that can be categorized as a type of social economy organization,
which is insufficient in terms of comprehensiveness or inclusiveness. The
Framework Act on Social Economy faces difficulties even in the definition of
social economy organizations. The central government departments and local
governments have implemented social economy related measures, without
being relevant to laws and regulations. In addition, policy projects related to
community business such as community business and rural community
companies have been implemented. The introduction of related legislation and
the implementation of policy projects have developed intricately and diversely,
but in general they tend to place more weight on supporting the establishment
of individual organizations.
In the academic world, discussions on the concept and orientation of the
social economy have made gradual progress but there are still few studies that
approach them at the micro/empirical level. In particular, analytical research on
the mechanism or conditions of formation and expansion of the social economy
in rural areas are rare. Necessary and sufficient conditions that have to
presuppose, which are not the discourse of the social economy that only
remains in the normative appeal but which have realistic power in rural
communities, are yet to be understood. In the policy research field, there is an
assertion based on domestic and international cases that social economy
strategies can be a useful approach for rural development, but there is a lack of
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specific discussions on how rural policies can accommodate the social
economy.
The above discussions can be summarized as follows. Legislation and policy
projects partially reflect the concept of the social economy, and social economy
organizations are increasing in rural areas. However, no logically complementary
relationship has been established between the legislation and the policy
instruments. The activities of social economy organizations in rural areas have
not been fully understood quantitatively or qualitatively. In that the social
economy implies an important strategic element to tackle the difficult situation
of the rural community, it is essential to analyze the current conditions of the
social economy comprehensively and in depth.

2. Purpose of the Research
The purpose of this study is to analyze the current condition of the social
economy in rural areas and determine a direction for activation policy and
specific policy tasks. The detailed research goals are as follows: First, review
the concept and theories of the social economy and summarize its significance
from the perspective of rural development. Second, investigate and analyze the
current conditions of social economy organizations operating in rural areas
including their types, purposes and business operations. Third, examine and
analyze the solidarity and cooperation status of social economy organizations.
Lastly, propose a policy direction and tasks to deepen and expand the social
economy in rural areas.
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3. Major Research Contents and Methods
Data were collected and analyzed from multiple angles (Table 1-1). The
content of analysis can be summarized as follows:
Firstly, the theories related to the social economy and the trend of discussions
were reviewed. Mainly, the preceding studies about the significance of the
social economy were examined with respect to the concepts of ‘social
economy’ and ‘social economy organizations’, the process in which Korean
institutions related to the social economy were formed, and the related rural
policies. The summary and its implications are described in Chapter 2.
Secondly, data regarding Korean legislation and policy projects related to the
social economy were analyzed. Next we examined the legal and institutional
context and circumstances in which most common types of social economy
organizations, such as self-support businesses, social enterprises, cooperatives,
community business and rural community, emerged. The self-support business
emerged based on the National Basic Living Security Act, the social enterprises
on the Social Enterprises Promotion Act, and the cooperatives on the Framework
Act on Cooperatives respectively, at different times. Though not based on any
specific law, the community business and the rural community corporation are
the type of organizations formed as part of the policy projects respectively of
the Ministry of Government Administration and Home Affairs and the Ministry
of Agriculture, Food and Rural Affairs.
After the background of the legislation and policy initiatives in which these
social economy organizations emerged and their current status were reviewed,
we analyzed and discussed their implications (presented in Chapter 3).
Thirdly, the current condition of various types of social economy
organizations in rural areas was examined and analyzed10. We surveyed 608
10

<Appendix 12> lists the questionnaire about the social economy in rural areas.
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social economy organizations. Additionally, interested parties from five of the
organizations were interviewed. The backgrounds and purpose of the
establishment of social economy organizations, and the normative orientation,
finance, employment and policy needs in their operations were surveyed and
analyzed. The current status of social economy organizations is an important
indicator showing how much the social economy sector has evolved in Korean
rural areas. Contents and implications of the analysis are discussed in Chapters
4 and 5.
Fourthly, as the normative orientation of the social economy sector is
expressed as "solidarity" or "cooperation", the cooperation network among
social economy organizations is an important development strategy in this
sector. Cooperatives, the representative of social economy organizations,
define "cooperation among cooperatives" or "contribution to the community"
as their guiding principle. In many places in the Western part of the globe
where a social economy has been established (e.g., Bologna, Mondragon,
Quebec, etc.), the importance of cooperation networks is consistently
emphasized. In Chapter 6, we examine the extent to which the cooperation
network of social economy organizations in the Korean rural community was
formed. We review the collected literature and analyze the case study we
conducted for three networks of social economy organizations. Such network
organizations try to form governance with local governments. We discuss in
what direction the social economy related governance of rural areas is being
formed and what condition it is in as well.
Lastly, in Chapter 7, we suggest policy directions and tasks for revitalizing
the social economy in rural areas based on the results of our survey analysis and
discussions. Suggestions are made for: the tasks given to main bodies of the
social economy sector, the direction and tasks to improve the legislation and
policies, and the roles of rural local governments.
Several types of cooperatives, which had existed even before the recent
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intensive legislation, such as agricultural cooperatives, credit unions, SME
cooperatives and consumer cooperatives, are also part of the social economy.
In particular, the agricultural cooperatives, credit unions and consumer
cooperatives are very important in rural areas both quantitatively and qualitatively.
However, these types of cooperatives were excluded from the survey. This
survey was limited to social economy organizations that have recently begun to
draw attention. It is an important research topic for the future to approach
conventional cooperatives such as the NH in earnest within the framework of
the social economy.
Table 1-1. Methods of survey and analysis for each research topic
Research Topic
＊Concept of social economy/
characteristics of social economy
Review of
organizations
the
Preceding ＊Relevance between rural
Studies
development policies and the
social economy

Method

Remarks

Literature
review

＊Current status of the
Policy data Related laws, regulations and
legislation/support policies related
analysis
ordinances
to social economy
＊Trends and current conditions of Case study
the establishment of various social
and
Current
economy organizations (scope,
questionnaire
status of
activities, etc.)
survey
social
economy
organizati
ons

Social enterprises, self- support
business, cooperatives,
community business, rural
community corporation

Background and purpose of
establishment, type of
business, operation principles,
Questionnaire
＊Analysis of the current status of
finance (operating profit, surplus,
survey and
social economy organizations
liability, equity, etc.), market
interviews
scope, employment, policy
support,
policy requirements, etc.
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Research Topic

Method

Remarks

Case study for the cooperation
network among social
economy organizations
Questionnaire
(participation in solidarity
Social ＊Formation process, construction, and
survey,
organization and cooperation
economy
functions of the social economy
literature
among social economy
network
network
review and
organizations) and social
interviews
economy network organization
(solidarity group): Chuncheon,
Jeonbuk

＊Tasks for the social economy
sector in rural areas
Sum-up of
＊Direction and tasks for
Policy
survey and
maintaining the legislation and
direction
analysis
policies
and tasks
results
＊Roles of the local governmental in
rural areas
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Chapter

1. Concept and Approaches of Social Economy
There are several approaches to defining "social economy" or "social
economy organizations". First, there is a legal and institutional approach. The
legal and institutional approach defines the social economy as an area of
economic activity that provides goods and services to address needs that are
satisfied neither in the market nor in the public sector. Cooperatives, mutual
relief associations, various nonprofit organizations with the character of
associations, and foundations performing economic activities are included in
the category of social economy organizations.
The second is the normative approach. Using this approach, "social economy”
is defined as being driven by economic activities primarily carried out by
cooperatives, mutual relief associations and nonprofit organizations. The guiding
principles of these groups are: 1) the purpose of collective understanding rather
than profit; 2) independent management; 3) democratic decision-making
process; and 4) giving priority to people and workers rather than to capital, in
the distribution of profit (Defourny 1992; recited in Jang 2007: 20). The Ad
Hoc Committee on Social Economy of Quebec, Canada has added the
principles of "participation and self-empowerment" and "management based
on individual and collective responsibilities" to the four principles stated in the
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above definition (Levesque and Ninacs 2000: 115).
The third is the approach of viewing the social economy as an economic
mechanism. Here, the social economy is defined as part of the public sphere of
civil society that mediates resources and principles among the market, the
public and the informal sectors within welfare mix (Laville et al. 2005). In
other words, the social economy is conceptualized as a complex form of
economic activities created through cooperation between the market sector, the
public sector and the civil society sector (Jang 2007: 23).
The most widely quoted legal and institutional approach defines the social
economy as an exclusively economic activity. Pearce (2003: 35) divides all
economic activities into three areas: market-driven transactions, market
economy non-transactions, and a mutual self-help area based on social
purposes. He regards the social economy as a part of the third system. He
illustrates various organizations and groups that operate within the three types
of economic spheres according to their spatial layers (Figure 2-1). According to
Pearce, community business organizations, social enterprises, fair-trade
corporations, and workers' cooperatives are typical units operating in the social
economy area.
On the other hand, the normative approach attempts to characterize social
economy organizations according to the objectives established by individual
social economy organizations or the normative orientation in their management
process. In this case, the identity of social economy organizations is often
described in a coordinate system consisting of two axes (Figure 2-2). One axis
is the "social purpose" of the social economy organizations, and the other axis
is the "characteristics as management entity". Discussions about the identity of
the cooperatives that have both the nature of the association (or alliance) and
the nature of the business are similar to this. Here, the social purpose refers to
the purpose of establishing the organization. When a social economy organization
operates, the social capital is almost indispensable. Therefore, there is a clear
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distinction between the activities of social economy organizations and
corporate social responsibility (CSR) aimed at seeking profit.
Figure 2-1. Pearce's social economy spheres and classification of
organizations

Source: Pearce (2003); Recited from Pearce (2009: 26).
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Figure 2-2. Status of social economy organizations

Source: Modified from Borzaga and Tortia (2007: 34).

When defining the concept of the social economy, we are faced with an
issue: "can it be considered as an exclusive domain, which is not the market
sector or the public sector?" In an empirical analysis, it is simple to define and
approach specific legal or institutional forms as social economy organizations.
However, such a definition cannot fully capture the complexity of social
economy practices in reality. For example, there are various types of legal forms
of social enterprises in Korea, which are referred to as typical social economy
organizations, such as cooperatives, typical for-profit corporations, not-for-profit
corporations, and agricultural association corporations. In the Korean context,
therefore, it is not reasonable to define a social economy organization by
designating a legal form of a certain organization. If it is limited to individual
social economy organizations, the normative approach, which defines a social
economy organization based on normative orientation of an organization regardless
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of its legal envelopes, is somewhat persuasive. It determines if individual
organizations maintain the normative orientation of social economy practice
and conceptualize their practices as part of the social economy.
Table 2-1. Characteristics of potential social economy organizations
based on their institutional forms
Legal/institutional approach

Others

Democratic
decision-making

Minimization of
dividends

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

Credit
cooperatives

Self-help

Autonomy

Coping with social
exclusion

Collective interest

○

Foundation

Mutual-aid
association

○

NPOs

Cooperatives
Agricultural/
fisheries
cooperatives

Normative approach

(General)
cooperatives

○

Social
cooperatives

○

○

Social
enterprises

○

○

○

○

○

Community
business

○

○

○

○

○

Rural
community
corporation

○

○

○

○

○

Self-support
business

○

○

○

○

○

○

○

○

○
○

Note: The types (agricultural/fisheries cooperatives, credit unions, and (general) cooperatives
and social cooperatives in accordance with the Framework Act on Cooperatives) at
the top are the categories according to legal forms, and those at the bottom (social enterprises,
community business, rural community corporation, and self-support business) are based on
relevant current laws and policy projects. These two may be partly overlapping.
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Based on this discussion on the definition of the social economy, the
characteristics of various organizational types existing in Korean rural areas at
hypothetical level are as shown in Table 2-1. It does not necessarily mean that
what is indicated in the table is reality. It is based solely on what is explicitly
guaranteed by the institutional form, such as related laws or bylaws. For
example, although it is provided by law that the agricultural cooperatives
should have a democratic decision-making structure, it is still a question
whether all agricultural cooperatives actually operate democratically. As
shown in the table, the cooperatives (agricultural cooperatives, fisheries
cooperatives, credit unions, and those under the Framework Act on Cooperatives)
regulate in their respective laws and regulations the orientation of social
economy organizations discussed in the normative approach. In comparison,
social enterprises, community businesses, rural community companies, and
self-support businesses regulate less. In reality, examining the fact that many
social economy organizations established in Korean rural areas maintain the
identity characteristics that have been summarized in previous studies, based
on empirical data, will be an important work to identify in what condition the
social economy in the Korean rural is in and what are its characteristics.
However, there are limitations in approaches taken on individual
organization strata. Those approaches are not suitable to capture the aspect of
the social economy as a practice of several organizations with different legal
forms and normative orientations in the public and the market sectors to cope
with social and economic problems. It is because not only the organizations
that maintain a certain legal form or run in accordance with a specific
normative orientation participate in the practice, but others do as well.
There are discussions that attempt to position the social economy as a field
distinguished from the market or state (Kay 2005: 168; Pearce 2009: 25-28; Ju
2010: 21). There are also other perspectives that define the social economy as
"a socio-political intervention strategy of the civic society in economy" (Jang
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2007: 27), or as a social practice strategy, not an independent economic activity
sector, as shown in the expression "redefining a basic direction of institutions
related to the whole economy" (Shragge and Fontan 2000: 9). When the social
economy is understood as a practice linking the public and the market sectors,
it is useful to analyze the social economy, focusing on the collective action
carried out while organizations in various forms are related to each other and
share normative intentions, that is, as a sort of network phenomenon.
The formation of a network of social economy organizations in a particular
area is a common phenomenon and a necessary task in the development of the
social economy. Along with the enactment of the Framework Act on
Cooperative, it is a phenomenon that is consciously practiced in several areas.
There are many terms used to describe this phenomenon such as inter-cooperative
cooperation, cooperative ecosystem, cooperative complex, cooperatives
system (Lee 2013), cooperative community, social solidarity economy (Shin
2014), and transactional relationship among social economy organizations
(Song et al. 2014). These diverse terms differ slightly in their meanings and
contexts. In this study, a discussion of the subtle differences is avoided, and the
phenomenon is collectively called a "social economy network".
Motives for establishing a social economy network in a region can be found
in the fact that there are many challenges individual organizations alone cannot
achieve. There are many such activities. For example, an article introducing
cooperative networks in places like Mondragon in Spain or Emilia-Romagna in
Italy, presents examples of network activities such as resource and service
sharing, joint research, co-bidding for subcontracts, mutual purchases, interorganizational lending and financial solidarity, and employment solidarity
including hiring workers laid off by other organizations (Lee 2012: 98). With
the cooperatives movement in Wonju in the Province of Gangwon-do as an
example, another article introduces network activities: such as mutual relief
projects, educational projects, establishment of a common financial base,
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information transmission and promotion for participation (Kim 2012: 124-125).
The following questions may be raised: "Why do social economy organizations
form a network?" and "What does the network do and in what structure?" "In
terms of promotion of the social economy in rural areas, what potential does the
present social economy network have?" However, there are not many empirical
studies that address such questions within the background of Korean rural
areas.

2. Rural Development and Social Economy
Where should we put the significance of the social economy in the context of
Korean rural areas? Above all, it seems necessary to put its significance in
“coping with social exclusion” and “self-help practice of the community”.
These are the two important terms addressed in the preceding studies on the
social economy or rural community development.
As mentioned in the Introduction, social exclusion is intensifying in Korean
rural areas due to demographic changes. Social exclusion refers to the collapse
or dysfunction of important systems in society that should ensure social
integration of individuals or households (Shucksmith and Chapman 1998:
230). From the individuals’ and households’ point of view, it can be said to be a
condition in which goods or services needed for living cannot be secured on an
ordinary and average level. That is, access to goods or services is blocked. Two
main factors for causing social exclusion in rural areas are pointed out as
“spatial decentralization of communities due to population decrease” and
“reduction of the density of social interactions” (Farrell, Thirion and Brunet
2000).11
11

“Simple examples of social exclusion experienced by rural residents are the
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Using a more analytical approach, it can be said that social exclusion arises
when the four systems identified by Reimer (Reimer 2004) fail to play their
roles. The four systems are the private system (market relation), the national
administrative system (bureaucracy relation), the association system
(collective behavioral relationship based on profit sharing), and the community
(the social network of individuals sharing identity such as family or friendship).
In this framework, the issues of social exclusion that the Korean rural communities
are facing can be summarized as follows: “First, the decline of purchasing
power due to population decrease and aging is worsening the social exclusion
of rural residents in the private system. Second, the national administrative
system which is attempting to cope with social exclusion problems generated in
the private system in rural areas, is encountering many limitations. Third, the
traditional community is severely dismantled, so it cannot complement for the
failure of the private system or the state administrative system, nor can it
replace their functions. Fourth, the possibility of coping with social exclusion
arising from the aforementioned social systems is now left to the association
system.” (Kim et al. 2012: 18). When it is said that “the possibility of coping
with social exclusion is left to the association system”, the association system is
the term referring to the social economy sector. How are social economy
organizations in rural areas, which are just beginning to be formed, responding
to social exclusion?
The means that social economy organizations chose to cope with problems
in the community, especially the problem of social exclusion, is firstly an
accessibility of rural children to school which is getting worse as the distance to school
is getting farther, and the decrease in channels to obtain commercial living services such
as shops, childcare facilities. In addition, the increase in elderly single-family
households, the increase in households where grandparents raise grandchildren, and the
cultural and social isolation of multicultural household members are also demographic
factors that make social exclusion worse in the Korean rural communities.” (Kim et al.
2012: 17)
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“economic activity”. Thus, in many cases, social economy organizations and
community businesses are the same entities in rural communities. The
community bus cooperatives mentioned in Chapter 1 Introduction, as an
example is a community business and at the same time a social economy
practice. “A community business is a community-based business run by the
community residents in a close relationship among themselves. In addition, it
aims at voluntarily initiating the solution of local problems, establishing it as a
business, and revitalizing the community by utilizing resources that have been
left latent in the community, such as the labor force, raw materials, practical
know-how, and technology.” (Hosoi Nobutaka 2008: 15) The social economy
is defined as “an area of the economic sector between the market and the public
sectors, which provides goods and services to solve needs that have been met
by neither of them, and which includes various nonprofit organizations with the
nature of cooperatives, mutual aid unions, associations, and foundations
conducting economic activities” (Defourny 1992), or as "part of the public
sector of civil society that mediates resources and principles among the market,
the public and the informal sectors in welfare mix” (Jang 2007).
In studies about rural development, self-help is mentioned as an important
approach and in its extension, the need for social economy organizations like
cooperatives has been constantly raised. In a case study conducted in the
Province of Saskatchewan, Canada, Fulton and Ketterson (Fulton and Ketilson
1992: 20) assert that supplying goods or services to community residents at low
prices is a major role of rural consumer cooperatives. It explains one aspect that
social economy organizations can contribute to in a rural area where the
population size is not enough for many suppliers to form a competitive market.
In particular, market failure in rural areas, where prices are not a problem but
the continued supply of goods and services necessary for living itself is
difficult, is an important challenge for the social economy, especially for the
cooperatives sector. Approaches to solve these problems that rural communities
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are facing are in the form of economic activity. At that time, normative
orientation shared by social economy organizations and community businesses
as the same entities is self-help.
Cooperatives are a type of social economy organization that are frequently
mentioned in relation to self-help community development strategies. When a
rural community establishes and implements development strategies through
community cooperatives, it promotes the human assets and social capital of the
community (Zeuli and Radel 2005). As much as social economy organizations
provide rural residents with opportunities for social interaction, the possibility
of promoting self-help development capacity of the community is also greatly
increased.

3. Empirical Researches on the Social Economy in Korean
Rural Areas
Few studies have conducted empirical research and/or analysis on the social
economy in the rural background. The studies that have been conducted contain
surveys and policy recommendations on types of individual social economy
organizations. Thus they are not about the “social economy” that covers various
types of organizations but instead focus on a certain type of “social economy
organization”. They do not take a perspective of approaching the phenomenon
of the social economy as an emergent property revealed by a network of social
economic organizations or as a control mechanism for the public and the
market sectors in rural areas. The following are examples:
Studies conducted around the time of the enactment of the Framework Act
on Cooperatives examined at a fundamental level the possibility of establishing
cooperatives or the actual conditions of cooperatives in rural areas (e.g., Kim et
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al. 2013; Kim and Kim 2014; Cho et al. 2014). There is also a study that
examines the actual conditions of social enterprises in the rural background and
suggests relevant policies (e.g., Oh et al. 2010; Lee et al. 2011). Though it is
difficult to call it a social economic organization in an explicit sense, there is
another study on community business that is very likely to play a role of social
economic organization in rural areas (e.g., Kim et al. 2011; Kim et al. 2012;
Kim et al. 2012).
It is recognized that a major strategy for expanding the social economy is for
organizations to form a network and cooperate at the local level or to establish
governance with local governments beyond the stratum of individual
organizations. There are recent research and studies that examine the cases of
networks of social economy organizations or their governance. There are also
other studies on how cooperatives form social economic networks or
governance in rural areas with the accumulated history of cooperative movements
(e.g., Jung 2008; Choi 2013; Yong 2013; Kim 2013b; Oh et al. 2013). These
studies focus on the results of case studies on the networks that cooperatives or
community business organizations in Korean rural areas have formed, and
what kind of development strategies they have implemented to meet the needs
of community residents. They are micro-level studies, which provide a clue to
understand the “social economy in the rural area”. However, they are not
regarded as a comprehensive approach to understanding the actual conditions
of the social economy in the Korean rural area.
In the meantime, there is a recent report on the status of social economy
organizations at the level of local municipalities, including rural areas. Hwang
(2013) investigated the status of social economy organizations in Jeollabuk-do.
He considers the scope of social economy organizations quite broadly. For
example, he includes even agricultural corporations and rural village tourism
and experience organizations in the category of social economy organization.
Im et al. (2011) categorize potential social economy organizations in
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Chungcheongnam-do and analyze their status. In their study, organizations
included as potential social economy organizations are workplaces for the
disabled, communities of the elderly for production, self-help communities,
social enterprises, community enterprise preparation groups, consumers’
cooperatives, and civic groups. They report on the legal status of these
organizations, their areas of activities, experience of receiving government
supports, perception of identity as social economy organization, sales volume,
net profit, and number of employees.

4. Implications
There are discussions on the concept of the “social economy” or “social
economic organizations” but it is not easy to adequately categorize and analyze
the social economic organizations that have begun to emerge in Korean rural
areas using only legal and institutional approaches. Even in understanding the
“social economy” as a phenomenon that spreads to local communities beyond
the strata of individual organizations, approaches at the level of “social economy
organizations” are not enough.
Norms the social economy organizations aim at must be a factor in explaining
the characteristics of the phenomenon of the social economy. In the preceding
studies, it was concluded that to promote collective understanding of members
in a social economic organization whose members are mostly the community
residents, to operate autonomously and independently, to pursue the principle
of democratic decision-making, and to minimize the principle of dividend in
disposition of surplus (or profit) are the normative orientation of individual
social economic organizations. In addition to these, in the special context of
Korean rural areas, the social economy is a phenomenon that needs to be
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highlighted in that it is a “self-helping practice of the residents to cope with
social exclusion that is becoming worse in the communities”.
Although studies on social economy have been prevalent in recent years, few
studies are done in the background of Korean rural areas, especially based on
empirical research and analysis. First, it is necessary to understand the status of
the social economy in rural areas by comprehensively investigating and
analyzing the actual operating conditions of various types of individual social
economy organizations that are emerging. It is difficult to draw an overall and
comprehensive outline through analysis of certain types of social economy
organizations only. Furthermore, it is necessary to investigate and analyze the
phenomenon of network and governance as a collective practice of social
economy organizations beyond the level of individual organizations.

Current Conditions of Related Legislation,
Policies and Organizations

Chapter

1. Laws and Government Policies
1.1. Laws and Policies related to Social Enterprises
The Social Enterprise Promotion Act was enacted in 2007 and has been
enforced. It can be regarded as the first case where social economy-related terms
are reflected in legislation. The term “social enterprise,” which is classified as a
type of social economy organizations, is specified in this Act. In this Act, a
social enterprise is defined as “an entity certified as an enterprise that produce
and sell goods and services while pursuing social purposes like improving the
quality of community residents’ life by providing social services or employment
to the vulnerable class or by contributing to local communities in other ways.”
(Article 2) The Act provides the following as its purposes: to support and foster
the establishment and operation of social enterprises, to expand social services
that are not supplied sufficiently to society; to create new jobs; and to
contribute to social integration and improvement of the quality of people’s
lives.” (Article 1)
Based on this Act, the government certifies social enterprises under the
supervision of Ministry of Labor, and has implemented various policy projects
to support the certified social enterprises, such as consulting, financing, taxation,
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subsidies (labor and business development), social insurance, mediation of
preferred purchase for the public sector, and market development. A quasigovernmental agency “Korea Social Enterprise Promotion Agency (KSEPA)”
was installed and has performed social enterprise certification and other various
support projects.
As it is difficult for the KSEPA to directly perform practical policy supports,
it has regional support institutions at the regional government level. There are
15 regional support institutions across the country, but they are not quasigovernment agencies. In general, organizations with legal status, such as non-profit
corporations, cooperatives, social cooperatives, and foundations, perform the
duties commissioned by the KSEPA. In other words, they are not local sub-units
of the KSEPA but management agencies commissioned to use the name
“cooperation organizations”12.
There are 1,251 certified social enterprises across the country (as of December
2014). Among them, 289 are in rural areas (eup and myeon), accounting for
23.1% of the total number.13 42.7% of them were certified in 2013 and 2014.
Of certified social enterprises in rural areas, 51.2% were certified in the period.
The number of certified social enterprises is increasing in recent years. The ratio
of the number of certified social enterprises in rural areas is also increasing. In
2014, it was 31.1%. If it is considered that the percentage of our country’s rural
population is approximately 18.5%, it can be said that the movement for
establishing social enterprises is more active in rural than urban areas.

12

13

For the list of these regional support agencies and their main businesses, refer to
<Appendix 1>.
The number of social enterprises in each metropolitan municipality and their composition
are summarized <Appendix 2>.
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Table 3-1. Number of social enterprises certified each year
nationwide and in rural areas
Unit: Ea, %

Nation-wide
(A)
Rural areas
(B)

2007

2008

2009

2010

2011

2012

2013

2014

Total

26

151

47

214

141

141

267

264

1,251

(2.1)

(12.1)

(3.8)

(17.1)

(11.3)

(11.3)

(21.3)

(21.1)

(100.0)

6

30

12

40

22

31

66

82

289

(2.1)

(10.4)

(4.2)

(13.8)

(7.6)

(10.7)

(22.8)

(28.4)

(100.0)

B/A
(23.1) (19.9) (25.5) (18.7) (15.6) (22.0) (24.7) (31.1) (23.1)
Source: Korea Social Enterprises Promotion Agency website (www.socialenterprise.or.kr).

Figure 3-1. No. of certified social enterprises nationwide and rural
areas (accumulated)

Source: Korea Social Enterprises Promotion Agency website (www.socialenterprise.or.kr).

Among many social service areas, most of social enterprises are operating in
the field of culture and arts (12.2%). When limited to rural areas only, social
welfare accounts for 8.7% and environment 8.0% of the areas the social
enterprises are operating for, being the first and the second in ranks respectively.
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Meanwhile, social enterprises operating in "other" fields account for 45.2%
nationwide and 59.5% in rural areas. It means that about half the social
enterprises are operating not in the social service field but in manufacturing,
agriculture, forestry, fisheries, and general service industries (e.g., food
industry). Though not providing social services, social enterprises can be
certified if they provide jobs to the vulnerable. In other words, according to the
definition of social enterprises provided by the Social Enterprises Promotion
Act, which is either "to provide social services to the community" or "to provide
jobs to the vulnerable," social enterprises based on one of these two definitions
exist at an almost equal ratio. It can be said that the ratio of social enterprises
aiming at providing works to the vulnerable rather than providing social
services is relatively high in rural areas.
Table 3-2. Types of businesses run by certified social enterprises
nationwide and rural areas
Unit: Ea, %
Social service areas
Nationwide
Rural areas (eup, myeon)
Personal care, housekeeping support
80 (6.4)
12 (4.2)
Tourism, exercise
35 (2.8)
14 (4.8)
Education
88 (7.0)
4 (1.4)
Culture, arts
153 (12.2)
13 (4.5)
Heritage
5 (0.4)
1 (0.3)
Health
13 (1.0)
0 (0.0)
Childcare
18 (1.4)
2 (0.7)
Social welfare
101 (8.1)
25 (8.7)
Forestry conservation and management
2 (0.2)
2 (0.7)
Cleaning
106 (8.5)
21 (7.3)
Environment
84 (6.7)
23 (8.0)
Others
566 (45.2)
172 (59.5)
Total
1,251 (100.0)
289 (100.0)
Note: Base on the classification posted on Korea Social Enterprises Promotion Agency website.
Source: Korea Social Enterprises Promotion Agency website (www.socialenterprise.or.kr).
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1.2. Legislation and Policies related to Self-support Business
When the National Basic Living Security Act was enacted in 1999, the
concept of "self-help payment" was included as one of various types of benefits
provided to welfare recipients.14 The self-help benefits were provided as to
promote self-sufficiency of the recipients, and there were several types of
benefits. They included providing or lending money for self-support, supporting
to acquire skills necessary for self-support, providing information about job
placement, providing work opportunities for self-support, and lending facilities
and equipment necessary for self-support.
On the other hand, the Act allowed two or more recipients to operate a business
for self-support through collaboration with each other, and conceptualized that
collaboration unit as "a self-support community". As the Act was amended in
2012, not only the recipients but also "low-income earners" were included to be
supported and the term "self-support community" was replaced with "self-support
business". The Act also provides that, targeting the self-support business, the
public sector can support various businesses, including but not limited to
business financing, preferred leasing for national and public lands, preferred
commissioning of projects undertaken by the central or the local government,
preferred procurement of products of self-support businesses for the national or
local government, and other projects to promote the self-sufficiency of the
recipients.
The Act provides that a central self-support center shall be established as an
organization to "carry out businesses necessary for the promotion of self-support
for basic livelihood security recipients and low income class" (Article 15-2),
and a regional self-support center be designated in each regional government,
14

Types of benefits provided in the Act of the time are seven: living allowance, residence
allowance, medical allowance, education allowance, salary benefit, long-term benefit
and self-help benefit.
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and local self-support centers in the lower level areas.
In a vertical governance organized by the system where the central government
designates assisting organizations in the local government level, governance
related to self-support business is structurally similar to that of social enterprises.
The central self-support center is a foundation, and designates regional or local
self-support centers among non-profit corporations and organizations such as
social welfare organizations and social cooperatives, in consideration of their
capacity and/or experiences in community welfare projects and self-support
support projects. As of the end of 2014, there are 14 regional self-support
centers and 247 local self-support centers nationwide. Activities performed by
these self-support centers are shown in Table 3-3.
The self-support sector defines itself as "a key member of the social
economy aiming at the elimination of poverty through joint inception of
business by the vulnerable" (Central Self-Support Foundation 2014: 10), and
states that they are part of the social economy sector. However, self-support
business does not have to be a corporation. The National Basic Living Security
Act stipulates as the legal status requirement of self-support businesses that it
shall be a business operating under the Value Added Tax Act. Most
self-support businesses are not legal corporations but are in the form of
business (self-employed) registered with tax authority. Thus, it is difficult to
judge whether or not the self-support business belongs to the social economy
sector by its legal form only.
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Table 3-3. Legal status and activities of self-support business
organizations
Classification

Main activities
* Investigate, research, educate and public relations for
supporting self-help
* Develop and evaluate self-support businesses
* Guide and evaluate technicality and management of
regional and local self-support centers, and
Central selfself-support businesses
support center * Develop and operate cooperation systems and information
networks among self-support organizations
* Develop and support self-support promotion
program for employment and inception
* Administer people subject to employment service and
social welfare service
* Support inception of self-support business
* Support/help employment and inception of benefit
recipients at municipal and provincial levels
* Train and support employees and participants of the
local self-support centers
Regional selfsupport center * Develop and spread self-support programs
specialized for the region, and support the
program development
* Guide technicality and management of local selfsupport centers and self-support businesses
* Training to motivate self-support
* Provide information and consultation about selfLocal selfsupport, vocational training and job placement
support center * Financing for living
* Support establishment and operation of selfsupport businesses
Source: The National Basic Living Security Act.

Legal status

Corporation
(Currently,
foundation)

Non-profit
corporations and
organizations, such
as social welfare
corporation, social
cooperatives, etc.

Non-profit
corporations and
organizations, such
as social welfare
corporations, social
cooperatives, etc.

There are 1,204 self-support businesses nationwide, and 27.9% (335) of
them are in rural areas. The same as social enterprises, when the rural population
is taken into consideration, there are more self-support businesses in rural areas
than in cities. Of the self-support businesses located in rural areas, the
following are relatively common: construction and house repair (24.4%),
cleaning and disinfection (21.4%), and housekeeping and personal care
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(10.1%). Compared to cities, self-support businesses that are more common in
rural areas are construction and house repair (24.4%), farming and livestock
farming (10.4%), and recycling (10.1%).
Table 3-4. Types of self-support business nationwide and in rural
areas
Unit: Ea, %
Business types

Nationwide

Rural areas (eup, myeon)

Housekeeping and personal care

183 (15.2)

34 (10.1)

Construction and house repair

213 (17.7)

82 (24.4)

Farming and livestock farming

44 (3.7)

35 (10.4)

Car-wash and dry cleaning

55 (4.6)

14 (4.2)

Food and beverage sales

68 (5.6)

19 (5.7)

Food preparation

88 (7.3)

14 (4.2)

Distribution

24 (2.0)

7 (2.1)

Manufacturing

61 (5.1)

13 (3.9)

301 (25.0)

72 (21.4)

Delivery (grains)

40 (3.3)

6 (1.8)

Delivery (general)

14 (1.2)

2 (0.6)

Recycling

66 (5.5)

34 (10.1)

Other services

47 (3.9)

4 (1.2)

Cleaning and disinfection

Total
1,204 (100.0)
336 (100.0)
Note: Business type classification is based on what is suggested in the source. Numerical values in parentheses are percentage (%).
Source: Central Self-Support Foundation (2014).

In relation to the recent years' discussions about social economy, assisting
parties in the self-supporting sector are actively responding. The self-support
business, which started in the late 1990s, has grown steadily to have successfully
provided about 9,000 jobs to the basic living security recipients and low
income earners. However, there is still criticism and concern about its
continuing performance and sustainability. (Central Self-Help Center 2014: 2)
This criticism goes side by side with the discussions about social economy.
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Despite the quantitative growth of self-support businesses, there are worrying
signs about its sustainability in the market. They are concentration on labor-intensive
businesses, absence of a sustainable business model, and low-level economic
achievement. Now, instead of being satisfied with quantitative performance
indicators like the number of self-support businesses and the number of employees,
it is important to raise the sustainability of self-support business to achieve the
purposes of their establishment, and to consider policies and supports necessary for
them to grow. It is necessary to strengthen links with various social resources in the
region and attract technical support from private companies. In addition, it is time to
create synergy by scaling up the self-support business. It is also worth examining to
secure stable points of purchase, using a public procurement system or to allow
self-support businesses to actively enter into regionally managed businesses.
Self-support business is a main agent of the cooperative social economy that is
emerging in our society as a basis for the vulnerable class to self-support through
jobs, and thus it is highly justifiable to foster and activate the self-support business in
terms of social safety network (Central Self-Support Foundation 2014: 2-3).

Along with this trend, regional and local self-support centers are emerging
and moving toward solidarity and cooperation with social economy organizations
within the region. In regional and local self-support organizations, there are
active movements to establish a department acting as liaison with other social
economy organizations, to promote microfinancing projects, or to convert
self-support businesses into cooperatives or social cooperatives.
In particular, these trends can be confirmed in the regional self-support
centers. According to the contents and performance of the regional self-support
centers introduced in "2014 White Paper on Self-Support Business" (Central
Self-Support Foundation 2014), 10 out of 14 regional self-support centers have
carried out social economy related projects. Their strategy for participating in
the social economy is to form and strengthen a network with social economy
organizations, or to implement joint projects with them through business
agreements, social gatherings and/or joint events. The scope of activities and
the initiative vary with self-support centers. Some regional self-support centers
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play a role of support agencies for social economy organizations. For example,
the Gangwon Provincial Self-Support Foundation was designated in 2008 by
the Ministry of Labor as "a social enterprise educational institution for the
Gangwon area", and has acted as a support agency for social economy
organizations. Since 2014, it has operated in the social economy sector of the
Province, as an integrated support agency for social enterprises and cooperatives
in the Province. It also has established and operated Gangwon Social Economy
Human Resource Development Center. Gyeongnam Self-Support Foundation
declared "the promotion of social economy" as one of its four core policies. It
plays an important role in the regional social economy sector by conducting
social economy activities, and supporting the conversion to social economy
organizations (cooperative academy). In addition, there is a micro credit
(microfinance) business, one of social financing activities, which has been
conducted by the regional self-support center in the social economy sector.
However, this project, which was implemented in the form of business
foundation support called "Hope Kium Bank," was closed in 2009 when
micro-credit business of all ministries was integrated into Smile Micro-credit
Bank.15 Currently, some centers still carry out the Hope Kium Account project,
which is an asset buildup support project.
The activities of self-support organizations are efforts to connect self-support
businesses with social economy organizations or local social resources. These
efforts did not come up suddenly with a heightened interest in social economy.
In the 1990s, interests in the social economy increased as the government
became interested in the role of employment and social services provided by
local grassroots organizations (Kim et al. 2013).

15

Refer to the website for policy briefing. (http://www.korea.kr/policy/societyView.do?newsId=
148755143: 2015.11.13.)
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Table 3-5. Recent activities of regional self-support centers, related
to social economy
Main businesses (Start year)
Regional
Network with Support for conversion/ Micro-credit
self-support
social economy development to social (former Hope
center
organizations economy organizations Kium Bank)
▪Designated as an
agency for supporting
integration of social
▪Foster
enterprises and
social economy
cooperatives in
enterprises and Gangwon Province
Gangwon
strengthen
(2014)
▪Social enterprises
solidarity
education institute for
(2011)
Gangwon Province,
designated by Ministry
of Labor (2008)

Gyeongnam

Daegu

▪Gyeongnam
Social
Economy
Hanmadang
(2014)
▪Established
stores for
selling
products by
self-support
centers/social
enterprises &
developed a
sales network

○

Orientation
(policy) /
main roles

▪Financial
support for
small funds
▪Support the
establishment
of social
enterprises
and
cooperatives

▪Activate
social
economy
- Action plan:
train social
economy
activities,
▪Business
support
support team conversion to
social
economy
organizations,
and develop a
social
economy
network

▪Foster and support
regional self-support
work groups and
regional self-support
business social
enterprises

▪Support
▪Convert to regional
cooperative
self-support business
social economy cooperatives (2014)
▪Develop ▪Professional training,
local
consulting, social
self-support accounting and auditing

Dept. and
organizations
related to
micro-credit
business
▪Established
and operated
Gangwon
Social
Economy
Human
Resources
Center (2014)
▪Financial
support for
small funds
▪Business
management
team

○

▪Cooperative
economy
network and
social
cooperatives
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Main businesses (Start year)
Regional
Network with Support for conversion/ Micro-credit
self-support
social economy development to social (former Hope
center
organizations economy organizations Kium Bank)

Busan

Seoul

for developing social
economy enterprises
business model
▪Support social
in cooperation
economy by supporting
with regional
mutual aid systems for
social economy
the vulnerable, through
organizations,
self-support mutual-aid
and support
cooperatives and
socialization
self-support mutual-aid
cooperative federation
▪Develop
social economy
networks
(forum,
meetings,
research &
survey)
▪Open regional
- Social
self-support business
Solidarity
group for logistics and
Banking
Agreement distribution, and approve
cooperatives (2012)
(2014)
- Meeting
through
cooperation
with Busan
Social
Enterprises
Council (2014)
▪Develop
cooperative
projects with
social economy ▪Support establishment
of cooperatives and
organizations
social enterprises
in other sectors
▪Cooperate
with social
economy

Dept. and
organizations
related to
micro-credit
business

○

▪Planning and
management
bureau

○

▪Management
planning team

Orientation
(policy) /
main roles
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Main businesses (Start year)
Regional
Network with Support for conversion/ Micro-credit
self-support
social economy development to social (former Hope
center
organizations economy organizations Kium Bank)

Dept. and
organizations
related to
micro-credit
business
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Orientation
(policy) /
main roles

organizations
in other
sectors, to
develop joint
projects.

Incheon

▪Develop the
▪Support the
cooperative conversion of operation
social economy
to social
network
enterprises/cooperatives
▪Establish Jeonnam
regional self-support
business/housing
welfare cooperatives
(2015)

Jeonnam

Jeonbuk

Chungnam

Chung-

○

▪Business
support dept.
(Hope Kium
Bank)
▪Business
operation dept.

▪Business
convention to
form a
foundation for
social economy
ecology for
social
economy-relate
d self-support
business
(2014)
▪Affiliated
with
Chungnam
Social
Economy
Council (2015)
▪Participated
in Chungnam
Social
Economy
Week (2015)

○

▪Self-suppor
t center, for
▪Secretary
the regional
general
cooperative
▪Operations
and social
support dept.
economy
practices

○

▪Convert and foster

○

▪Business
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Main businesses (Start year)
Regional
Network with Support for conversion/ Micro-credit
self-support
social economy development to social (former Hope
center
organizations economy organizations Kium Bank)

Dept. and
organizations Orientation
related to
(policy) /
micro-credit
main roles
business
support team
▪Hope Kium
buk
social economy
Account II
Source: Summary from 2014 White Paper on Self-support Business (Central Self-Support Foundation
2015). Some date is quoted from regional self-support center websites (November 2015).

1.3. Framework Act on Cooperatives and Related Policies
The Framework Act on Cooperatives was enacted and enforced in 2012. The
Act aims at promoting self-supportive, self-reliant and self-governing
cooperative activities and contributing to social integration and balanced
development

of

national

economy

by

stipulating

fundamentals

of

establishment and operations of cooperatives" (Article 1). It defines the
cooperative as "a business organization that aims at improving the interests of
its members and contributing to the community by carrying out purchase,
production, sale, and provision of goods or services through cooperation"
(Article 2). The intent of the enactment of the Act can be summarized as '
opening up of business areas of cooperatives', 'loosening of the requirements
for the cooperatives', and introduction of a social cooperative system (Kim et
al. 2013).
The support policy of the Ministry of Strategy and Finance, the competent
government agency for cooperatives16, is limited to providing information and
knowledge necessary for establishment of cooperatives, by installing a
supporting organization at the regional government level. Its practices are
governed by 'each regional supporting organization' commissioned by the
16

Refers to (general) cooperatives and social cooperatives according to the Framework
Act on Cooperatives.
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Korea Social Enterprises Promotion Agency. Other support projects are carried
out through the measures of several central government agencies and local
governments.
As of mid-October 2015, there are 8,042 cooperatives which registered
nationwide.17 Among the cooperatives which registered themselves and
obtained approval, 1,564 cooperatives are located in rural areas, accounting for
19.4% of the total.18 When the rural population is taken into consideration, the
percentage is slightly higher than in urban areas. In the first and the second
years after the Framework Act on Cooperatives was enforced, the number of
cooperatives established in rural areas was somewhat small but started to
increase after 2014.
The type of cooperatives that showed the highest percentage is shown to be
engaged in 'wholesale and retail business'. It accounts for 25.0% nationwide
and 20.5% in rural areas. When limited to rural areas only, 'agriculture,
fisheries and forestry' showed the highest percentage (29.9%). There many
cooperatives engaging in the manufacturing sector (165, 10.5%). Though it
may seem natural that many agricultural cooperatives are established in rural
areas, it is necessary to note the context in which many agricultural cooperatives
were established even when there were already so many agricultural cooperatives
and agricultural associations operating in rural areas.

17

18

(General) cooperatives are established through report, while social cooperatives are
established through approval of the government. A cooperative is not registered even
when the report is accepted or approved, but it must be registered to be formally
established. The website of the Ministry of Strategy and Finance presents the status data
about acceptance and approval of the reports on establishment, which is not consistent
with data in the Internet registry office of the Supreme Court. At least 10% will be in a
state where the report is accepted and/or approved the registration has not been
completed.
The number of cooperatives in each regional government and their compositions are
summarized in <Appendix 3>.
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Table 3-6. Establishment of cooperatives nationwide and in rural areas
Unit: Ea, %
Year of establishment

Nationwide (A)

2012

53 (0.7)

Rural areas (B)

B/A

9 (0.6)

(17.0)

2013

3,142 (39.1)

557 (35.6)

(17.7)

2014

2,860 (35.6)

594 (38.0)

(20.8)

2015

1,987 (24.7)

404 (25.8)

Total
8,042 (100.0)
1,564 (100.0)
Source: Korea Cooperatives website (www.coop.go.kr: October 15, 2015).

(20.3)
(19.4)

Table 3-7. Business types of cooperatives nationwide and in rural
areas
Unit: Ea, %
Business type

Nationwide

Agriculture, fisheries and forestry

868 (10.8)

Rural areas
(eup, myeon)
467 (29.9)

4 (0.0)

4 (0.3)

Mining
Manufacturing

648 (8.1)

165 (10.5)

Electricity, gas, steam and water service

51 (0.6)

7 (0.4)

Sewage, waste treatment, raw material recycling and
environmental restoration

96 (1.2)

13 (0.8)

Construction

223 (2.8)

37 (2.4)

2,012 (25.0)

320 (20.5)

Transportation

213 (2.6)

28 (1.8)

Accommodation and restaurants

262 (3.3)

54 (3.5)

Publishing, video, broadcasting and information service

326 (4.1)

26 (1.7)

1 (0.0)

0 (0.0)

Wholesale and retail

Financing and insurance
Real estate and leasing

83 (1.0)

14 (0.9)

Specialty, science and technology service

272 (3.4)

17 (1.1)

Business facility management and business support
service

262 (3.3)

33 (2.1)

Public administration, national defense, and social
security administration

11 (0.1)

0 (0.0)

Education service
Health care and social welfare service

1,024 (12.7)

111 (7.1)

391 (4.9)

50 (3.2)
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Arts, sports and leisure related services

655 (8.1)

142 (9.1)

Association and organization approval service, and
other personal service

593 (7.4)

74 (4.7)

40 (0.5)

1 (0.1)

7 (0.1)

1 (0.1)

Household employment and
self-consumption production activities not classified
otherwise
International and foreign organizations
Total

8,042 (100.0)
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1,564 (100.0)

Note: Business type classification is based on what is suggested in the Korea Cooperatives
website.
Source: Korea Cooperatives website (www.coop.go.kr: October 15, 2015).

1.4. Central Government's Support Policies for Community Business
Community business is a business that is run by the local community in a
close relationship among its members. It aims at voluntarily initiating the
resolution of local problems, establishing it as a business, and revitalizing the
community by utilizing local resources such as labor power, raw materials,
know-how, and technology "(Hosouchi Nobutaka 2008: 15). The term
"community business" was first used in the UK and accepted and widely
practiced in Japan. In Korea, various private sectors in local community have
carried out activities that share the same way of doing, such as village
development campaign.
The community business has a similar tendency to "endogenous development"
due to several characteristics as follows (Kim 2013a: 606). Firstly, it presupposes
spontaneity (or initiative) of local residents. Secondly, it aims at solving
community problems. Thirdly, it takes business (business, management) as its
means. Lastly, it returns profits to the community. There are many parts
overlapping with social economy organizations in its organizational form.19

19

In Scotland, UK, where the term "community business" is originated, almost all
community businesses are cooperatives.
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Several years ago, several ministries of the central government started
implementing policy projects to support the community business. Of them, the
most prominent in rural areas is the "community business development project"
of the Ministry of Government Administration and Home Affairs and the 'rural
community corporation support project' of the Ministry of Agriculture,
Forestry and Livestock. In the policy business guidelines, the community
business is defined as 'a village-based enterprise led by villagers to generate
stable income and jobs by using local resources' (Ministry of Government
Administration and Home Affairs 2013). At this time, the village is 'a place that
has a boundary geographically distinguished from other areas and where a
mutual interest or emotional consensus is formed', and the term 'leading' means
that the villagers' investment in the business accounts for more than 10% of the
total business expenses. Decisions are made through participation of the
investing residents.
‘Rural community corporation’ is defined as 'a corporation or an organization
in which rural residents or organizations create jobs and income or provide
social services by utilizing various local resources'.
There are 1,249 community businesses nationwide (as of the end of 2014).20
Of them, 60% are located in rural areas. More community businesses are
designated in rural areas than cities. It confirms that the social capital density of
the community is higher in rural areas than in cities. Community business aims
at solving community problems based on the spontaneity of community
residents, and the social relationship based on face-to-face contact within the
community increases the possibility of such move. On the other hand, it can be
understood that the experience in 'rural development subsidy projects", which
have been implemented by various rural policies since the 2000s, has worked.

20

The number of community businesses in metropolitan governments, and their
compositions are summarized in <Appendix 4>.
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In cities, there is little experience in promoting the village development as
subsidy projects but in rural areas, different government departments have
implemented various projects. Community business fostering project can be
understood as one of such policy projects.
Table 3-8. Designation of community businesses nationwide and in
rural areas
Unit: Ea, %
2010
Nationwide
Rural areas (county, rural
and urban complex)

2011

2012

2013

2014

Total

140

326

230

381

172

1,249

(11.2)

(26.1)

(18.4)

(30.5)

(13.8)

(100.0)

94

156

153

241

107

751

(12.5)

(20.8)

(20.4)

(32.1)

(14.2)

(100.0)

Note: As of December 31, 2014.
Source: Public Data Portal (www.data.go.kr).

Figure 3-2. No. of community businesses designated nationwide
and in rural areas (accumulated)

Source: Public Data Portal (www.data.go.kr).
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62.7% of community businesses nationwide were designated in 2012 and
2013. When limited to rural areas, the percentage of community businesses
designated in the same period is 66.7%. Recently, designation of community
business in rural areas has become more active.
There are 867 rural community corporations (Ministry of Agriculture, Food
and Rural Affairs Press Release: October 6, 2014). The MAFRA reported that
the number of rural community corporations was 219 in 2009, 413 in 2010, 650
in 2011, 726 in 2012 and 867 in 2013.21 The government classifies rural
community corporations into 'income business type' and 'social service type'
depending on type of business. The number of income business type rural
community corporations is 812, accounting for an overwhelming percentage.
Among them, more than half are 'agro-food industry type'. Of 55 social service
type rural community corporations, 26 are 'life service type for the vulnerable
class', accounting for the largest percentage. It is controversial to include in the
category of social economy organizations the rural community corporations of
income business type other than social service type. This is because their
"social purpose" is not clear and there are considerably many cases in which
they are not much different from general profit-seeking businesses in the
market economy sector.

21

It does not enforce policies that support all 867 rural community corporations. The
result of the survey seems to imply that the number increased in recent years but it
cannot be asserted that it actually increased. As the survey on the actual status of the
rural community corporations is conducted in such a way as to inform the government
officials in rural areas of the concept of 'rural community corporation' and to report the
number of corresponding business organizations, it lacks validity in its questions and
consistency in time series.

Current Conditions of Related Legislation, Policies and Organizations

49

Table 3-9. Status of each type of rural community corporations
Unit: Ea, %
Classification
Income business type

No. of corporations
812 (93.7)

Agricultural/food industry type

413 (47.6)

Urban-rural exchange type

290 (33.4)

Local development type

23 (2.7)

Complex type

86 (9.9)

Social service type

55 (6.3)
Education/culture service

8 (0.9)

Health care/medical service

1 (0.1)

Multicultural family support

4 (0.5)

Co-residence and food service for the elderly
Life service for the vulnerable class
Other
Total

8 (0.9)
26 (3.0)
8 (0.9)
867 (100.0)

Source: Ministry of Agriculture, Food and Rural Affairs Press Release Material (Oct. 6, 2014).

2. Local Governments’ Ordinances on Social Economy
Local governments are also making efforts to enact ordinances that will
serve as a basis for implementing social economy policies. Among 160 local
governments in rural areas (including urban and rural complexes), 17 have
enacted social economy related ordinances, accounting for a little over 10% of
all the local governments. There are not many yet.
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Table 3-10. Status of the local governments’ enactment of social
economy related ordinances
Local Government

No. of ordinances
enacted

Remarks

Regional government
(provinces and
metropolitan cities)

9

Gangwon, Gyeonggi, Gwangju, Daegu, Seoul,
Incheon, Jeollanam, Jeju, Chungcheongnam

Goyang, Gwangmyeong, Gwangju Dong-gu,
Gwangju Buk-gu, Gwangju Seo-gu, Guri, Gimpo,
Naju, Namyangju, Damyang, Daejeon Yuseong-gu,
Dongducheon, Boryeong, Bucheon, Seoul Gangbuk-gu,
Seoul Guro-gu, Seoul Geumcheon-gu, Seoul
Dobong-gu, Seoul Mapo-gu, Seoul Seodaemun47
Basic local government (Counties/ urban gu, Seoul Seongdong-gu, Seoul Seongbuk-gu, Seoul
Yeongdeungpo-gu, Seoul Eunpyeong-gu, Seongnam,
(cities and districts)
and rural
complexes: 17) Suwon, Suncheon, Asan, Andong, Osan, Ongjin,
Wanju, Yongin, Ulsan Nam-gu, Uijeong-bu, Inje,
Incheon Gyeyang-gu, Incheon Nam-gu, Incheon
Namdong-gu, Incheon Bupyeong-gu, Jeonju,
Jeongseon, Cheonan, Pocheon, Hanam, Hongcheon,
Hwaseong
Note: The local governments underlined are local governments in rural areas.

The content of the ordinance varies slightly with each local government but
the core is generally similar. The main content is as follows: First, they define
the social economy and social economy organizations. Second, they provide
responsibilities of local governments and social economy organizations for the
development of the social economy. Third, they stipulate a planning system
and a committee organization related to the social economy. Fourth, it lists
support measures that local government heads can implement. These include
facilities, education and training, public relations, finance, preferred purchases,
consignment projects, and fundraising. Fifth, they provide installation and
operation of the social economy support center as a supporting organization.
In the social economy related ordinances, the parts where local governments
show difference the most are ‘the definition of social economy organizations'
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and 'the scope of support measures that local government heads can implement'.
For example, the Gangwon Province Ordinance defines the following as social
economy organizations: social enterprises, community business, cooperatives
and social cooperatives according to the Framework Act on Cooperatives,
self-support business, protected workplace for the disabled, and community
project promotion units. On the other hand, the Gyeonggi Province Ordinance
defines it more extensively than the Gangwon Province Ordinance. It includes
consumers' cooperatives, agricultural cooperatives, fisheries cooperatives,
tobacco leaf production cooperatives, credit unions, community credit unions,
and SME cooperatives, but does not include the protected workplace for the
disabled. The Gyeonggi Province is the only local government that enacted
ordinances covering the organizations institutionalized before the mid-1990s
such as agricultural cooperatives, fisheries cooperatives, credit unions, consumers'
cooperatives and SME cooperatives in the scope of social economy. When
looked at the local government level, the ordinances were enacted to include
social enterprises, preliminary social enterprises, and cooperatives according to
the Framework Act on Cooperatives in the category of social economy
organizations, except for Ongjin. Organizations, which some local governments
do not include, are community business and self-support business. Rural
community corporations, and workplaces for the disabled are more often not
included than included.
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Table 3-11. Scope of social economy organizations defined by the
local governments' ordinances
Self-support business
○

Gyeonggi

○

○

○

○*

○

Chungnam

○

○

○

○

○

Jeonnam

○

○

○

○

○

○

○

Gimpo

○

○

Naju
○
Namyangju ○

○
○

○
○

○
○

○
○

○

○

○

○

○

Boryeong

○

○

○

○

○

Suncheon

○

○

○
(incl.
preliminary)

○

○

Asan
Andong

○
○

○
○

○
○

○
○

○
○

○
(incl.
preliminary)
○
(Social)

○

○

○

Wanju

○

○

Yongin
Inje
Jeongseon
Cheonan
Pocheon

○
○
○
○
○

○
○
○
○
○

○

○

○

○

○

○

○

○
○
(incl.
solidarity
group)

○
(Social)

Damyang
county

Ongjin

○

○
(incl.
○
consumers
cooperatives)

Jeju

○

○

Private organization
pursuing social economy

Cooperatives etc·
○

Social economy intermediate
support organizations

Community enterprises
○

Community business
organizations

Preliminary social
enterprises
○

Workplace for the

Social enterprises
○

disabled etc·
Rural community
corporations

Province/City
Gangwon

○
○
○
○
○

○
○
○
○
○

○

○

○
○

○

○

○

○

○

○

○

○

○

○

○
○

○
○

○
○

○
○
○

○
○
○
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Private organization
pursuing social economy

○

Social economy intermediate
support organizations

○

Community business
organizations

○

○

Workplace for the

Cooperatives etc·

Hwaseong

disabled etc·
Rural community
corporations

Community enterprises

○

Self-support business

Preliminary social
enterprises

○

Social enterprises

○

Province/City

Hongcheon ○

53

○

Note 1) * The Gyeonggido Ordinace includes consumers' cooperatives, NH, livestock cooperatives, national agricultural cooperative federation, fisheries cooperatives, forestry cooperatives, tobacco leaf cooperatives, credit unions, community credit unions, and
SME cooperatives.
2) ‘(Social)’ refers to social cooperatives only, ‘(including preliminary)’ means that even
preliminary community businesses are included.
3) Ordinances of Gimpo, Namyangju and Wanju, related to promotion of purchase of
social economy products, indicate the scope of ‘social economy enterprises’.

Responsibilities of local governments, which the ordinances provide in
relation to social economy, are stipulated to be carried out in a similar system.
The ordinances provide that the local governments shall 'make plans' to
promote the social economy, 'install a committee' as a decision-making
organization for deliberating on plans and determining support measures, and
establish 'a social economy support center' or 'an intermediate support
organization' as a mechanism for assisting social economy organizations.
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Table 3-12. Systems and responsibilities of the local governments
for implementing social economy policies in the ordinances

Committee

Support center

Supervision

Award/Recognition

Cooperation & solidarity
business private network

○

○

○

○

○

○

○

○

○

○

○

Chungnam

○

○

○

○

Jeonnam

○

○

○

○

Jeju

○

○

○

Gimpo

○

○
○

○

○

○

○

○
○

○

Naju

○
○

Damyang

○

Boryeong

○

Suncheon

○

○

○

Asan

○

○

○

Andong

○

Ongjin

○

Wanju

○

Yongin

○

○

○

○

Inje

○

○

○

○

Jeongseon

○

○

○

○

Cheonan

○

○

○

Pocheon

○

○

○

○

Hongcheon

○

○

○

Hwaseong

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○
○

○

○
○
○

○

○

○

○

○

○

○

○

○

○

○

○

○

Namyangju

○

Support for governance
development activities

Evaluation

○

○

Intermediate support
organization

Status Survey

○

Develop & foster social
economy enterprise

Planning
Gangwon
Gyeonggi

○

○

○

○

○

○

○

○

○

○

○

○
○

○

○
○

○

○
○

○
○

○

○

○

○

○

○

○
○

○

All the local governments that have enacted the ordinance for the social
economy regulate to establish social economy related plans. All local
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governments, except Gimpo and Wanju, have a 'social economy committee'
that allows them to participate in decision making. Most of the local
governments have 'a social economy support center' or a separate 'intermediate
support organization' as an assisting organization. Only Boryeong, Asan and
Cheonan do not have provisions about assisting organizations. On the other
hand, many local governments stipulate that the promotion of cooperation and
solidarity among social economy organizations, namely the promotion of
network formation, shall be one of their responsibilities. It can be judged that
the recognition that the social economy sector is characterized by 'cooperation
and solidarity among organizations' is reflected in the enactment of ordinances.
Various means for the local governments to support social economy
organizations are also listed. 'Preferred purchase', 'education and training',
'public relations' and 'financial support' are representative examples. Financial
support measures such as 'fund raising' or 'special guarantee' are relatively less
common.
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Table 3-13. Local governments' measures for supporting social
economy in the ordinances

Jeonnam

○

Jeju

○

Gimpo
Naju

○

○

○

Namyangju
○

Boryeong

○

○

Suncheon

○

○

Asan

○

Andong
Wanju
Yongin
Inje
Jeongseon

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○
○

○
○

○
○

○
○

○

○

○
○

○

○

Pocheon

○

○
○
○

○
○

○
○

○

○

○

○

○

○

○

○

○

○
○

○

Cheonan
Hongcheon

○

○

Damyang
County

Ongjin

○

○

○

○
○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○
○
○

○
○
○

○
○
○
○

○

○

○

○

○

○

○

Special guarantee

○

Funds

○
○

○

Event support

Gyeonggi
Chungnam

○

Finance

Preferential purchase
○

PR

Management support
○

Education and training

Facility expenses
○

Tax relief

Public land / facility support
○

Encouragement of
participating in consignment

Province
Gangwon

○

○

○

○

○
○

○

○

○

○

○

Hwaseong
○
○
○
○
○
○
○
○
Note: The ordinances of Gimpo, Namyangju and Wanju are related to promotion of purchasing of social economy products. Support Center refers to product purchase support centers.
Awards are for the organizations producing social economy products and promoting their
consumption. In addition, 'planning' refers to planning 'purchase promotion measures',
and 'evaluation' and 'education and training' items are targeted for public institutions related to purchasing social economy products.
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Figure 3-3. Increase of cooperatives, community businesses, and
certified social enterprises in rural areas (accumulated)
Unit: Ea

Note: Targeted for cooperatives and certified social enterprises located in eup and myeon, and
community business located in counties and urban and rural complexes.
Source: Korea Cooperatives (www.coop.go.kr); Public Data Portal (www.data.go.kr); Korea
Social Enterprises Promotion (www.socialenterprise.or.kr).

3. Implications
As examined above, social economy organizations are increasing rapidly in
rural areas. When limited to the types of social economy organizations (social
enterprises, self-support businesses, community businesses, cooperatives, social
cooperatives, and rural community corporations mainly addressed in this
study) that have been legislated or administratively defined since the late 1990s
except for agricultural cooperatives, fisheries cooperatives, credit unions, and
consumers' cooperatives, the number of social economy organizations in rural
areas is estimated to be in the range between 2,500 and 3,000 (as of the end of
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2014). More than three-quarters of them were established after 2012.
The move to establish social economy organizations seems to be more active
in rural areas than in cities. As rural residents have direct and indirect experiences
in establishing and operating cooperative organizations such as agricultural
cooperatives, credit unions, and agricultural association corporations, it can be
assumed that they respond more easily to the introduction of new legislation.
Compared to cities, rural communities still have a high level of social capital,
which may explain why a relatively larger number of social economy organizations
emerge in rural areas. Unlike cities where individual residents' workplaces and
residences are separated and thus the density of face-to-face interactions among
community members is low, it is more likely for social economy organizations
to emerge in rural areas. Above all, it can be said that the need for practicing
social economy in the rural community has become more important as rural
residents face with problems like social exclusion that manifest themselves
multi-dimensionally along with social changes such as population decline and
aging, and diversification of human composition in the local community. As a
result, the movement to establish economy organizations has become active.
Although there are underlying demographical condition of the rural
community and the necessity for social economy practices, it is difficult to
deny that a direct impetus to establish many social economy organizations in
recent years was the introduction of a series of institutions and policies projects
at the central government level. However, the organizational type is defined
separately for central administrative agency and for each law and policy project
and the support policy promotion system is spread out into several branches
within a vertical system structure, complex patterns appear in the actual field of
rural areas. Here, there is a need to be in solidarity and to cooperate in rural
areas, regardless of the type. Should the current institutional framework be
assessed, it can be said that the vertical governance with the character of
centralism is strong but the horizontal governance in which various types of
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social economy organizations are in solidarity with each other and form
partnership with local governments is weak. A policy implementation system
or governance pattern with a partition in its structure exists may reduce the
effectiveness of various efforts to respond to the needs of rural residents and to
develop social economy organizations.
Formation of a horizontal governance at the local government level can be a
complementary means. However, only a few local governments have established
an institutional framework to support the social economy. Though some local
governments have established related ordinances and supportive organizations,
their appearances are not same in every region. For example, in local governments'
ordinances, regulations on social economy organizations differ in detail.

A Case Study: Research on Social
Economy Organizations in Rural Areas

Chapter

1. Overview of the Case Study
Many types of social economy organizations were established and operating
in various sectors. Before extensively investigating and analyzing their status,
we outline in this case study the background in which they were established,
what they are for and what they are experiencing. This is only an examination
to specify certain points of view necessary for the analysis of actual conditions
of social economy organizations. It is not an investigation of representative
examples. It is a heuristic case study to explore different aspects of various
types of social economy organizations. For example, the purpose of this study
is not to prove that 'social economy organizations are founded thanks to legal
systems and policies' but rather to reveal different aspects of legal system and
policies that operate in establishing social economy organizations. It is not to prove
a hypothesis that ‘social economy organizations pursue social purposes but to explore
how to categorize the social purposes social economy organizations pursue’.
Representatives of five organizations were interviewed for this case study. In
order to explore various aspects of social economy organizations, we selected
social economy organizations of different scales, number of members, activities
and legal status, and interviewed the stakeholders.22
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Table 4-1. Overview of social economy organizations subject to
case study
Anseong Gosam
Agricultural Green World
Name
Cooperatives/ Cooperative
(Abbrev.) Life Agriculture
(Jangsu
Support Center
Green)
(Anseong Life)
Interviewee
Choi Jinseong Park Daesook
(alias)
Jangsu,
Anseong,
Jeonbuk
Location
Gyeonggi
Province
Province
Related
Social
policies
enterprises
Limited liability
Legal
company
Cooperative
personality (agricultural
corporation)
Detailed
type

Regional
agricultural
cooperatives/
subsidiaries

No. of
members
No. of
25→8
employees
Year
(2004)→2008
established

Wanju Local
Conversion
Chungnam
Food
Technology
Crafts
Cooperative Social Cooperative Cooperatives
(Wanju
(Conversion
(Chungnam
Local)
Technology)
Crafts)
Ahn
Yongbeom
Wanju,
Jeonbuk
Province
-

Park Michan
Wanju, Jeonbuk
Province
-

Yang Eunah
Gongju,
Chungnam
Province
Social
enterprises

Cooperative Social Cooperative

SME
Cooperative

Workers’
cooperative

Multiple
stakeholders
cooperative
(farmers,
employees)

Multiple
stakeholders
cooperative

Business
operators
cooperative
(Craft
company)

8→14

1,100

9

30→120

8→14

50

3

9

2013

1983

(2007)→2013 (2007)→2014

Commissioned
Operates joint
Researches,
Produces
with after-school
stores, sells
distributes and
eco-friendly
programs,
craftworks
educates proper
farming
environmental
consigned,
technology
materials,
education, and
instructs crafts
Kkureomi
(furnace, stove,
conducts packing dietary life
to the community,
Main
(package) heat storage device,
for small
education
develops products,
direct market, insulation, etc.),
business
packages of
programs.
transfers
school meals educates on home
grain, educates
Conducts
technology, PR
improvement
about dietary autonomous
on local
technology, and
life, and guides
regional
cultural tours,
surveys energy
urban farming.
voucher
and conducts
situation.
business
joint marketing

22

As shown in Table 4-1, the interviewees’ names are all alias in this report. Names of the
surveyed organizations are expressed in short forms for convenience.
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Anseong Gosam
Agricultural Green World
Name
Cooperatives/ Cooperative
(Abbrev.) Life Agriculture
(Jangsu
Support Center
Green)
(Anseong Life)
Investment
110 million won 1 million won
(Capital)
Approx. 100
100 million
Sales
million won
won
MoEL
(social enterprise
Public
subsidy)
support
MAFRA
None
(central
(dietary life
government)
education
project)
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Wanju Local
Conversion
Chungnam
Food
Technology
Crafts
Cooperative Social Cooperative Cooperatives
(Wanju
(Conversion
(Chungnam
Local)
Technology)
Crafts)
700 million
9 million won
won
Less than 20
200 million won
billion won

None

MAFRA
(education business
commissioning)

Approx.50
million won
500 million
won
MoEL
(social
enterprises
subsidy)

Wanju
Jeonbuk
(facility
Anseong
Wanju
Chungnam
Provincial
leasing),
Public
(preferential
Jeonbuk (facility provision), (preferred
Education
support
purchase of
Wanju
purchase),
Board of
Support
(local
eco-friendly
(business
Chungnam
Office
Education
government)
farming
(preferential commissioning)
(store lease)
(business
materials)
commissioning) purchase for
school meals)
Foundation
Private and
Gosam NH
(business
None
None
None
civil
(provides jobs)
support
commissioning)
Preferred
Solidarity
purchase from
Join the
None
None
None
member
federation
activity
companies

2. Motives and Objectives of Social Economy Organizations
Purposes of establishing social economy organizations are based on a clear
recognition of the need of the rural residents. However, main agents who
recognized the needs and formed the organization differ from case to case and
may vary with the nature of the needs (Table 4-2). In some cases, the primary
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purpose of the organization is to create income or jobs for the vulnerable and its
main operation is to carry out 'social' or 'public' activities (e.g., Anseong Gosam
Agricultural Cooperative/Life Agriculture Support Center, and Wanju Local
Food Cooperative), while in other cases, the organizations perform activities to
find and meet social and public needs of the community, and these activities
become an opportunity for income or jobs (Green Nury Cooperative, Conversion
Technology Social Cooperative). There are also cases where operators were
carrying out the cooperative activities to meet their economic needs and then
have extended their activities to contribute to the community beyond the
primary purpose of meeting their own needs of the cooperative (Chungnam
Crafts Cooperative).

Table 4-2. Background of establishing social economy organizations
Case

Needs
Remarks
(1) Cash income for the elderly farming
households
(2) Contribute to eco-friendly farming of the ▪Initial agent: Local
Anseong Life
agricultural cooperatives
region
(3) Civil society activities to inform the value of
agriculture
(1) After-school programs for children and ▪Initial agent: returning
Jangsu Green
teenagers in the community
farmers from cities, native
residents, school parents
(2) Income from side job
(1) Markets for agricultural products of petty
▪Initial agent: local
farmers, and their income
Wanju Local
governments, activists' group
(2) Increase the social interests in healthy foods
Conversion
Technology

(1) Reduce energy costs of the energy
vulnerable class (or rural residents)
(2) Proper technology movement

Chungnam
Crafts

(1) Find new markets for small-scale craftsmen,
▪Initial agent: small-scale
and cooperate for transfer of skills
craftwork producers
(2) Cultural contribution to the community

▪Initial agent: activists' group

Life Agricultural Support Center (hereinafter referred to as Anseong Life)
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was planned by the members of Anseong Gosam Agricultural Cooperative,
who participated in the member survey project. It originated from the discovery
of the fact that many elderly farmers, who were members of the cooperative,
were living in poverty without being able to receive basic livelihood security as
they had lands even though they were eligible for the benefits. When the
members of the Cooperative were about to address the need for income from
side jobs for those who could not keep decent living with the income from
farming only, 'the pilot project to create social jobs' by the Ministry of Labor
(2004) provided them with an opportunity to establish Anseong Life. Getting
an idea that there would be demands for eco-friendly farming materials from
'the eco-friendly agricultural district development project' being carried out,
they established an eco-friend farming material (compost, microbial products)
production company as an affiliate of the cooperative and hired members, who
needed jobs, as contract employees.
In 2003, we wanted to find out what crops and how much our member farmers
were growing but as we did not have enough manpower to do it on our own, we
asked the National Agricultural Cooperative Federation (NACF) for help. Mr. ○○○
from the NACF came to our region and made questionnaires targeting the
cooperative members together with Gosam NH staff. The questionnaire included
questions about their farming conditions, debt status, and quality of life. Our staff
members visited each cooperative member's household to have the questionnaire
answered. Suddenly, one of the staff members said, "it would be nice if so-and-so's
grandma to be designated as a welfare recipient," and another said, "so-and-so would
love to have some cash income."... The average land area of the member households
is 1.5 ha. If one sells 4,500 pyeong and deposits it at a bank, he would get 20 million
won a year at the interest rate of the time...But if he works really hard to farm on the
land, he would end up getting only 9 million won. ... We need to get them jobs but
where can we find jobs? These were the concerns the staff members had.... In 2004,
the Ministry of Labor implemented a pilot project to create jobs. In 2000, Gosam NH
in Gosam carried out an eco-friendly agricultural district development project, which
included facilities such as a small mill, a compost factory, an agricultural machinery
rental business and so on and which required people to operate. Then, I thought 'if I
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make jobs for production of farming materials that are necessary for eco-friendly
farming, I would be able to provide jobs and make eco-friendly farming easier.' So,
based on this picture, I submitted a proposal to the Ministry of Labor.
(Choi Jinseong, Anseong Life)

Elderly farmers, who do not receive benefits from welfare system even
though their living conditions are below the poverty line without any cash
income, are a typical case of blind spots in the social welfare system.
Nevertheless, institutional improvement in the public sector has not been done.
The case of Anseong Life is an example that the community and the cooperative'
suggested a solution for the blind spot problem in the public sector's welfare
policy which rarely shows will to solve even if it knows there is a problem.
Green Nury Agricultural Cooperative (hereinafter referred to as 'Jangsu
Green') was based on what the residents of Haneulso village (returning farmers
from cities) had practiced, which were eco-friendly farming and urban and
rural exchange program (irrespective of government policies). It was a village
where farmers of relatively younger ages gathered to live and some of its
residents were interested in the child care issue of the community. On a
foundation that residents had partly and voluntarily practiced environmental
education and dietary life education programs for many years through the
urban and rural exchange experience program, the enactment of the Framework
Act on Cooperative was served as an opportunity for them to establish a
cooperative together with native residents outside the village who were
interested in the education problems of the community. With the cooperation of
the Jangsu County Educational Support Service, it started in a form of workers'
cooperative that provided various educational programs including after-school
programs for students in local schools.
While I was going through minutes of the meetings in the early days of the village,
I had a chance to sort out what the villagers had discussed, like so-and-so year plan or
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so. There were discussions about urban and rural exchanges, [agricultural products]
direct markets, and 'space of education'. It was kind of a story that it would be nice if
Haneulso village could serve as an educational space and play the role of an educator
in the community. In 2012, ladies of the village and I were wondering what we could
do with 2 million won supported under 'Local Agenda 21', we came up with an idea:
"why don't we have a green village class as a project since the village kids do not
have after-school program on every Wednesday?" "As there are many children in our
village, let's gather together the children in our village and the children who attended
Janggye Elementary School where the children in our village attended, and do
something here like cooking, dyeing, and gardening" That's what we did in 2012. As
we were doing it, we thought that 'it would be really nice to continue that kind of
activities'. So the residents of the village, those who had worked with this program,
and the ladies who led this program together had a chance to talk together... And
there were people who had completed an educational program called 'Professional
Freelance Instructor Training Course' run by Jangsu County. ... While I was talking
with the village ladies, I suggested them into thinking about making a cooperative
with those who completed the training course. Not all of those who completed the
course had agreed. … Well, five of them agreed to do Green Nury Cooperative
together. ... Among those people who had completed the instructor training course,
only those who were willing educated us about the cooperative and made this
cooperative together with us. History was very easy and simple. Everyone seemed to
have a desire. There are activities we can do in our community through a medium of
education but the community does not open up such spaces to the local residents.
Yes, we are not given the opportunity itself. Because people think, if you are from
Jeonju or Seoul, you are an expert but if you are from a local area, you are not an
expert. So, it was really difficult for us to make opportunities to learn, or to educate
someone ... But, everyone has that desire. Desire for your child. As we started the
cooperative, we started looking for space to do that.
(Park Daesook, Jangsu Green)

Although Jangsu Green has a form of workers' cooperative, it can also be
considered as a case of civil society's engagement in public education of the
community. It is not just an activity to get jobs and income. It is the local
residents' taking initiative in realizing the desire to provide educational
experiences to children and adolescents through after-school programs.
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Wanju Local Food Cooperatives (hereinafter referred to as Wanju Local)
was founded based on a conception of local food business for solving the
agricultural product sales problem of petty farmers in the form of the
commitment of the local governor (Governor of Wanju County). An activist
group employed by Wanju as contractor-based public servants led the
establishment of an agricultural association corporation and had operated
package business for several years. Then, with the investments by several
agricultural cooperatives and livestock cooperatives in Wanju County and the
neighboring region, they established an agricultural corporation (2012,
Yongjin Agricultural Cooperative (NH) Store, with a capital of about 1.3
billion won). After one and half year of operation, they decided to turn it into a
cooperative that had farmers who supplied agricultural products to the direct
market as its members. The corporation was liquidated (the county office,
agricultural cooperatives, and livestock cooperatives collected their share in
full). Wanju Local Food Cooperative Corporation was founded at the end of
2003 with new investments from 1,040 farmers' cooperative members.
At first, as you know, the point at which we became a dedicated authority to
promote local food, our second project in the commitment projects (election pledges
of the former governor of the county) is... Now, we are starting to worry about who
will be the dedicated authority in 2012. Before that, the local food support center in
the county was run by civil servants on contract. They were in charge of running the
package business by organizing the 'agricultural association corporation for healthy
meals... It was when we opened direct outlets... it was 2012... At that time, we
opened Yongjin NH [the store in it] first. In April 2012, we first opened Yongjin NH
(actually the store in it) and while we were preparing to open Moaksan store, we
were thinking "who's going to be running the business?" "why don't we make an
agricultural corporation... only with the public capital investments"'... So on June 1,
2012, we established Wanju Local Food Company Limited, an agricultural
corporation… (if we do not set up as new operating entity a cooperative) it was so
obvious that aged petty farm households would never be protected nor be taken into
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consideration... that's why we started from the beginning as an agricultural
corporation...
(An Yongbum, Wanju Local)

It is becoming increasingly difficult for petty farmers to find a way to sell
small quantities of agricultural products under today’s scaled-up and
modernized agricultural product shipping system. The need to protect and care
for aged petty farmers has served as a background for establishing the
cooperative in conjunction with the local food movement. Here, the main agent
who played an important role is the local government. This is a case where a
social economy organization is established as a practical strategy to mediate
between the market and the public sectors, to signify that the social economy
sector does not exist apart from the public or the market sector.
Conversion Technology Social Cooperative (hereinafter referred to as
Conversion Technology) is a social cooperative established by the request and
support of the local government head while some activists were campaigning
for ‘appropriate technology’. In response to Wanju County Office’s offer to
provide office and workspace, the organization was established for researching
and developing production technology for ‘appropriate technology products'
(e.g., stoves, floor for heating, boilers, and houses), which will help rural
residents with everyday energy problems, supplying prototypes, and educating
them with the required technology. As the originally intention was non-profit
purposes, a social cooperative was elected.
[Being told that] it would be nice to develop “appropriate technology” model in
the region… "We’re going to support… Let’s research and develop as much as we
please, teach people appropriate technology and spread the technology, and make
realistic examples for the community.” From this mutual understanding, we started.
We chose a social cooperative because what we do are not for profit. Well, also, as
we do not have much (capital) in the financial part, we have no choice but to take
advantage of our national and social resources to get started. What we do are
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researching appropriate technology, and educating and distributing it. Most
importantly, we spread appropriate technology, by training people and send them to
various areas to spread the technology, or we research and develop appropriate
technology products and ask people “try to make them on your own as well”… These
are what we do.
(Park Michan, Conversion Technology)

Conversion Technology is an example of social economy organizations that
take over the intervention of the public sector into areas where market failure
occurs. It is an example of the formation of social cooperatives as a main agent
commissioned to implement public policies.
Chungnam Crafts Cooperatives (hereinafter referred to as Chungnam Crafts)
is a cooperative established after having been accredited under the Small and
Medium Enterprise Cooperatives Act for a long time. It was established by
small-scale craft producers to sell products or affiliate techniques and skills,
had operated for that purpose, and then was certified as a social enterprise by
the Ministry of Employment and Labor in 2012 while craftsmen were planning
and promoting 'social activities' with an aim to contribute culturally to the local
community. This cooperative runs free programs that provide opportunities for
the vulnerable class of the community, who have less opportunities to enjoy
culture and arts, such as crafts exhibitions, experience programs, and field trips.
From our Cooperative’s point of view, we at first started this business to support
the personnel expenses. But, for those who judge this business, they tend to evaluate
whether this business is settled, whether the jobs we accepted or the business we do
can continue stably, and things like that. We're going to be transparent, we'll do it the
right way. Then, why don’t they recognize these … I was thinking only about it… In
fact, we have been provided labor costs for the manpower that we needed, and our
financial objective is to keep the cooperative, in the company our cooperative
members work for, going in a virtuous cycle … but, this business, which is to sell
craftworks, is not as simple as selling factory-made products… in fact, 'make as
much performance as labor costs’… is a very very difficult task ... Benefits of going
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to poor cooperative members are great, the community culture is made through
something handmade by poor craftsmen of the community, and we are serving for
the vulnerable class of the community. We are doing this only to help. It is almost
impossible for us to self-support by selling the craftworks… by rarely, always, rarely
meeting the balance… we are doing this for three years… I'm worried.
(Yang Eunah, Chungnam Crafts)

3. Roles of Legislation and Policies in the Establishment
of Social Economy Organizations
As shown in Figure 4-1, relevant support policies as well as the needs of
social economy organizations and of the communities, served as an important
occasion for establishing social economy organizations with a certain format.
In all five cases, the organizations were established or expanded as social
economy organizations with legal status that met the relevant requirements
when the applicable laws were enforced.
Although legislation is one of key momenta for the establishment of social
economy organizations, each law motivates specific establishment of the
organization in a different way. Anseong Life became a beneficiary of current
subsidies as the "Social Enterprise Promotion Act" was enforced. Chungnam
Crafts has received supports from local governments such as preferred
purchase and facility leasing after it was established in according to the SME
Cooperative Act, and expanded its scope of operation since the Social
Enterprise Promotion Act was enforced. For other organizations (Jangsoo
Green, Wanju Local and Conversion Technology), the enactment of the
Framework Act on Cooperatives did not work as a monetary incentive. None of
them were directly subsidized by the central government. Wanju Local and
Conversion Technology were supported by local governments, but the support
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was not in the form of labor costs. There was an independent measure of the
local government in the background of their establishment. In the course of
realizing policy goals, local governments supported the capital required for
establishment and initial operation (Wanju Local) or offices and facilities
(Wanju Local and Conversion Technology).
Support activities of so-called 'intermediate support organizations', in which
the public sector commissioned its functions for the purpose of supporting the
establishment of social economy organizations, were found only in Chungnam
Crafts among the above cases. It was certified as a social enterprise, by
following the consultation and guidance of the Korea Social Enterprises
Promotion Agency.
Figure 4-1. Establishment process of the organizations in the above
cases, and major incidents
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It is found in the above cases that the legislation to enable support policies
and subsequent support projects of the central government or supportive
measures of the local governments can be a powerful incentive to establish the
social economy organizations. It is also evident that the support of the public
sector is not a sufficient condition for the establishment of a social economy
organization. In all four cases except for Chungnam Crafts which was already
established as a SME cooperative, the needs of the rural residents, or the
commitment of the local government heads or the initiatives of the social
activities, which were considered to represent the needs of the rural residents,
preceded.

4. Purpose and Normative Orientation of Social Economy
Organizations
In the concept of "social economy organization", 'social purpose' is a key
element. In all the cases, the organizations clearly set out a unique social purpose
from the outset. Here, the social purpose refers to meeting the needs of those
outside a social economy organization (e.g., community, vulnerable class, etc.),
in addition to meeting the needs of those participating in the organization. In
that it is a social economy organization that engages in economic activities as a
means of achieving such purpose, the organization differs from corporate
social contribution activities in which the top priority is to create profits and a
portion of profits or corporate resources are returned to the society.
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Table 4-3. Characteristics of the social economy organizations
Cooperatives

Legal status

NPOs

Mutual aid
association

Foundation

Jangsu Green,
Wanju Local,
Conversion
Technology,
Chungnam
Crafts

Coping with
social exclusion

Capital
allocation
minimization
Anseong Life,
Jangsu Green,
Jangsu Green,
Jangsu Green,
Wanju Local,
Jangsu Green,
Wanju Local,
Wanju Local,
Conversion
Wanju Local,
Conversion
Conversion
Technology,
Chungnam
Technology,
Technology,
Chungnam
Crafts
Chungnam
Chungnam
Crafts
Crafts
Crafts
Anseong Life, Jangsu Green, Wanju Local, Conversion Technology,
Chungnam Crafts

Self-help

Jangsu Green, Wanju Local, Chungnam Crafts

Collective
understanding

Normative
orientation

Autonomy

Democratic
operation

The above cases mostly meet the characteristics defined by several approaches
in the preceding studies (Table 4-3). According to the legal and institutional
approach, Anseong Life has a legal entity of limited company, so there is no
exact category for it. Conversion Technology is a social cooperative, which
complies with the Framework Act on Cooperatives, while maintaining general
principles of cooperatives and the nature of nonprofit corporations on the other
hand.23
23

Of course, 'cooperatives' and 'non-profit corporations' are not opposite to one another in
their value orientations. In Korean society, the perception that 'a cooperative is a
non-profit corporation' has been accepted traditionally, and it has significantly affected
in the Agricultural Cooperatives Act and other conventional cooperative-related laws.
Rather, some may raise a suspicion that the perception of 'cooperatives' being 'profit
corporations' is transplanted with the enactment of the Framework Act on Cooperatives.
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According to the normative approach, Jangsu Green, Wanju Local and
Chungnam Crafts meet all four items. Conversion Technology, which is a social
cooperative established to cope with energy problems in rural areas, cannot be
regarded as an organizational form that realizes collective interests of its
members in that the members are not beneficiaries of its activities. Conversion
Technology and Anseong Life are the cases that have been relatively ineffective
in securing autonomy in their operations. Conversion Technology is not fully
autonomous from the needs of municipalities at this stage because it relies
entirely on direct subsidies and business commitments from the public sector,
particularly local governments. Anseong Life depended on the social enterprise
support projects for its current expenses (labor costs) and it was a limited
company with most of its equity interests owned by Gosam NH, and thus it did
not have enough autonomy. After all, activities of Anseong Life were greatly
reduced after the support project of the Ministry of Labor ended. The remaining
activities are also being carried out under the direct management of Gosam NH,
its parent company. In other words, Anseong Life has become a business
department of Gosam NH, rather than operating as an independent limited
company. In addition, it does not operate according to the principle of democratic
operation.
Though it is a limited company, it is hard to say that Anseong Life is operating
democratically as most of its equity interests are owned by Gosam NH.
Cooperatives in accordance with the Framework Act on Cooperatives, in
general, guarantee the requirements of autonomy and democratic operation at
least in their form. In case of social cooperatives like Conversion Technology,
it is difficult to fully satisfy the requirement for 'pursuit of collective profits'
because they do not constitute a multi-stakeholder cooperative in which the
service provider and the consumer become members at the same time. Jangsu
This is a controversial issue to be resolved by Korean cooperatives.
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Green is not a multi-stakeholder cooperative either and thus considered as not
having the institutional structure for directly realizing the interests of the
consumer group. But, at least, it can be said to have pursued collective interests
of the members who want to gain income from a side job.

5. Influences of the Public Sector on the Establishment
and Operation of Social Economy Organizations
Although it is difficult to predict because our case analysis was limited to
cooperatives and social enterprises, it is undeniable that supports from the
public sector have significant positive or negative impacts on the establishment
and operation of social economy organizations. Especially, the influence of
local governments seems to be great.
It would have been difficult for Anseong Life to have been established unless
there was a social work creation project of the Ministry of Labor, which
subsidized labor costs. In other words, the subsidy for labor costs itself was
instrumental in establishing the organization. Even if the labor costs were
supported, the pretext was related to 'social enterprises' and thus Anseong Life
had to enter a certain market to operate. At that time, the City of Anseong and
the MAFRA greatly helped it secure the market. The City of Anseong procured
eco-friendly farming materials to be supplied to farmers preferentially from
Anseong Life, giving them works to do and the MAFRA provided works by
commissioning the business related to dietary education. However, after the
Ministry of Employment and Labor terminated the labor costs support project,
Anseong Life greatly reduced its activities. In this case, it was significantly
affected by the facts that it had depended its revenue structure on preferred
procurement or business commissioning by the public institutions but it was
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not based on secure institutional foundation and that there was a change in the
internal position of Anseong Gosam NH, which had most of its equity interests.
There are many cattle sheds in Anseong. Most of the cattle sheds in Korea are
adjacent to residential areas. Because of the stench, people in the neighborhood fight
with one another, saying ‘it smells bad’ and/or 'it makes our property prices go
down'. Feeling bad about the situation, the City of Anseong suggested that it would
make probiotics for all the livestock farmers to use, and Anseong Life worked on
making it. We worked together. We registered a probiotic manufacturing plant and
developed a system for manufacturing. At first, we produced the quantity to be used
by Gosam NH. Instead of buying the finished product for its farmer members, we
bought ingredients and had farmers to work, so that the farmers could have income.
Then, we proposed livestock cooperatives to work together, to expand the business,
and then suggested to the City of Anseong to expand to the business to ‘a city-wide
project’. The business has grown pretty big this way. As the business got bigger,
there were 13 probiotic manufacturing companies in Anseong and thus it became a
burden on the City as looked like that the City let Gosam NH constantly have a
monopoly. So, the City had 13 companies make a bid. We worked in a structure that
we produced what we needed but to survive the competition, we had to be able to do
sales…. like visiting each house to sell products… which require management. But
we were not prepared for such management structure… and we didn’t have
manpower. In the end, we built up the business edition and eventually get lost.
(Choi Jinseong, Anseong Life)

Until it was established, Jangsu Green received little support from the public
sector but after establishment, its projects are carried out entirely by cooperation
with and support of the public sector (local government and provincial education
support office). The services it provides have a public nature and its main
function is to be commissioned with public sector businesses. One notable point
is that ‘after-school program’, which is the core of some of the Jangsu Green’s
projects not directly commissioned by the Jangsu County’s Educational Support
Office. The Educational Support Office promoted a type of cooperation in the
form of budgetless public relations and networking, which advertised and
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connected business purposes and capabilities of Jangsu Green to schools in its
jurisdiction, and it played a crucial role.
After making our organization, we received Hope Educational Community
application forms to the Rural Hope Foundation, in the name of Haneulso village. By
receiving the applications, we opened a way for member ladies to join the program as
instructors, and the program was intended for schools within the community to
request for instructors. With the cooperation from the local school board, we had an
information session for teachers working at the schools within the community, at
which we explained "we have various programs at Haneulso village and would like
many of you to apply..." Then, as the schools attending the session got to know us,
they thought "well, it's not bad." So, now it's expanding… and last year, we were
commissioned by the Educational Support Office with Saturday extracurricular
programs. And, we were also running the second-year Rural Hope Foundation
project... In this way, we were made known to the community little by little. When
we were asked by the community for lectures on career-cruising, we went to give
lectures and, even if we could not do it, we could liaise with all the experts to find a
right expert for the party requested. Whenever we received a request for a lecture, we
went through this process. Now, even though we have not yet asked for it... the
Provincial Board of Education is going to do an after-school program... The PBoE
has contacted Green Nury Cooperative first... The project the PBoE is planning is
supposed to be run by local board of education or educational support office... and
considering "it would be nice to do this project with Green Nury", Jangsu
Educational Support Office contacted us first. Sometimes, they contact us first and
inform us how they are going to do a certain project... as sometimes it works.
(Park Daesook, Jangsu Green)

Wanju Local is the one, among all the organizations in this case study, that
has received the broadest and most strategic support from local governments,
starting from preparation stage through establishment stage and to operation
stage. From the outset, the County of Wanju hired activists to train and
organize local farmers for many years with the intent of establishing this
organization. When it becomes possible to organize farmers to a certain extent,
it is necessary to establish a business organization (corporation). But judging
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that it would be difficult to obtain capital directly from farmers, and the County
Wanju contributed more than half of the capital of 1.3 billion won and
encouraged agricultural cooperatives and livestock cooperatives in the
community to invest. What is noteworthy is that, when it deemed that Wanju
Local, which was formed in such a way, would be capable of operating
autonomously, the local government recovered all its equity shares so that
farmers could turn it into a cooperative. This is a rare example that the local
government limited its role and withdrew from a corporation which it initiated
its organization and owned its shares, so that the residents could participate
actively and voluntarily in the corporation's operation. Of course, even after
that, the County of Wanju's support continued in a reduced form that includes
facility leasing.
Also, to the establishment of Conversion Technology, the County of Wanju
greatly contributed by providing facilities for free. It continues providing
necessary supports by commissioning the local community's own business to
Conversion Technology or help them be commissioned with the central
government's policy projects.
After being established, Chungnam Crafts had received support from local
governments including Chungcheongnam-do in the form of store lease at a low
price or preferred procurement of its products. After it was certified as a social
enterprise, the Ministry of Labor has supported it with operating expenses.
Table 4-4. Supports of the central and the local governments for
the social economy organizations
Classification
Capital
Support
Type

Fixed Assets

Preparation for
Establishment
Wanju Local
(Wanju)
Wanju Local
(Wanju)

Establishment

Operation

Conversion
Technology
(Wanju)

Wanju Local
(Wanju, store leasing),
Chungnam Crafts

80

A Case Study: Research on Social Economy Organizations in Rural Areas

Classification

Preparation for
Establishment

Establishment

Operation
(Chungcheongnam, store
leasing)

Operating Expenses
/ Labor Costs

Wanju Local
(Wanju)
Anseong Life
(Ministry of
Labor)

Public Procurement
/ Preferential
Purchase

Anseong Life
(Anseong)

PR and Networking

Business
Commissioning
(provision of
works)

Consulting/ General
education
Spreading
technology/
Technology
training

Chungnam Crafts
(Ministry of Labor)

Wanju Local
(Wanju)

Jangsu Green
(Jeonbuk Provincial Board
of Education),
Anseong Life (Anseong)
Jangsu Green
(Jangsu Country
Educational Support
Office)
Jangsu Green (Jeonbuk),
Anseong Life (MAFRA),
Anseong Life (Anseong),
Conversion Technology
(MAFRA),
Conversion Technology
(Wanju)
Chungnam Crafts
(KSEPA)
Conversion Technology
(Jangsu)

Implications of the above analysis can be summarized as follows. There is no
establishment-phase education or consultation by an intermediate support
organization designated by the central government department and/or
established to support the establishment (or start-up) of social economy
organizations. It is members of social economy organizations, i.e., local
residents, or local governments who identify the needs of rural communities
and seek social economy activities. Though the intermediate support
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organizations at the central government level provide legal advice or
consultations on the technical issues involved in establishing social economy
organizations, there is a limitation for them to approach the initial event of
'identifying the needs'.
An important condition for securing the sustainability of operation after a
social economy organization is established is to secure the market for goods
and services. In particular, when the services provided are of a public nature,
business commissioning or preferred purchase by the public sector (especially
local governments) is very important. However, in situations where there is no
clear institutional base to ensure preferred purchase or business commissioning,
social economy organizations, which are generally small in scale, are subject to
competition in the community market and are even pressured to withdraw from
the market (e.g., Anseong Life).
While labor costs and provision of fixed assets can help establish and operate
social economy organizations, they can positively contribute to the sustainability
of social economy organizations only when provided with close strategic
planning in a specific context (e.g., Wanju Local). In particular, for social
economy organizations in the form of collective efforts to cope with social
exclusion in rural communities that occurs when the government and the
market failures overlap, business commissioning by the public sector can be an
important means (e.g., Jangsu Green).
When the regime changes, after-school programs drastically increased but after
awhile, they reduced gradually. Support has been reduced a lot. In country side,
after-school programs are free. In cities, they have to pay. So, when there is a lot of
support from the government, sometimes there are more than twenty after-school
programs you can choose from, (laughs) but now they are reduced to half, about ten
programs. One of the reasons, in addition to a decrease in the subsidy, is that for
those (instructors) who came to Jangsu from Jeonju for the first time... it's not
cost-worthy... then, the classes they have run cannot be open next time... the lessons
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that could be offered in the region by the instructors from the region… get reduced.
So there is blank... if we look at... everything is just so so... to do various other classes
that we talk about, we don't have instructors or money. So we thought about what if
we do something like this? We put things in the program that schools do not offer or
programs we can do.
(Ahn Sookyoung, Jangsu Green).

In general, it is clear that the enactment and enforcement of relevant laws
such as the Social Enterprise Promotion Act and the Framework Act on
Cooperatives have contributed to opening up the space for the establishment of
social economy organizations and their activities. It is hard to see social
economy organizations being commissioned to the public sector businesses as
a sign of loss or weakening of autonomy. As shown in examples of Jangsu
Green, Conversion Technology and Chungnam Crafts, sometimes social
economy organizations can plan and propose specific details of a public sector
project before being commissioned of the projects. The crucial factor that
determines the sustainability of social economy organizations seems to be the
question of whether the members have a structure to secure enough right to
democratically participate in the organization's decision-making. Here, the
term 'democratic decision-making' does not refer only to voting under the
principles of one-vote-per-person and majority voting. It seems to be an
important factor to accumulate intensive communication among members,
especially communication experiences carried out in the form of education,
learning, and meetings. Members who participate in social economy organizations
through such communication constantly confirm that their goal of fulfilling
their own needs and contributing to the community can be achieved through
social economy practices.
Though it has been done so in several villages, farmers were suspicious in the
early days and even after we went through that process, we have to do a detailed
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survey of what the farmers were growing, in order to operate a direct outlet store. In
the summer, our kids [employees] wearing this big ones [hats] and sweat pants went
to the fields to take pictures of them working. So, farmers with membership numbers
ranging 700s to 800s (the first digit being the year they became the member of the
cooperative) are different from newly joined farmers. They think, "When these
people visit us more than our children do, we should try to listen what these young
people have to say... they seem to be doing something for our own good... it wouldn't
hurt us." There was such trust. So, the villages that have members in the early 800s
have different atmosphere... These days, I visit village discussion meetings almost
every evening. Every village has different atmosphere. It is just different… the
atmosphere itself. For those villages, it is very amicable. There are not many
complaints. They seem to be thinking "they are doing well, what else we are gonna
do." It has been working that way... maybe it has been a great motivation for us to do
well... Now as time goes by... one month, two months, three months... and what we
promised when we were first organized are being realized... "Uhm, I did what they
told me to do, and it became true" or "being told to plant something different in each
furrow, I planted as I was told and it turns out really good." Well, this confirmation
process has been a year and a half or two years. That's what makes us continue. The
farmers also have a good attendance rate. Whenever we have a general meeting, no
one misses the meeting... And those who attended the meeting, thinking "it would be
fun" or being told that "it would help you make money", or who have just passed the
course, show a lower participation rate. But something like that seems to have been
settled a bit differently.
(Ahn Yongbeom, Wanju Local)

While efforts are being made to establish a network of social economy
organizations at the regional government level, frontline social economy
organizations do not seem to be fully aware of the need to participate in
solidarity activities. In the case organizations, active participation in the
regional-level network of social economy organizations is not found. Wanju
Local, which is of a relatively large scale, shows its own pursuit of solidarity
with social economy organizations in the region but this proceeded
indifferently from the regional level network organization.
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There are less than 10 cooperatives. For example, if the scope is extended to
community businesses, agricultural association corporation, or any organizations in
the form of community… there are about 40 to 50 organizations in the social
economy area...... Items produced by those community-based organizations are
preferentially offered spaces on the store... because these community businesses
need a protective market for a certain period of time to grow and because we need to
provide that protection... Whether they are social enterprises in Wanju or something
else, they're looking for a protected market area as they could not survive if they are
forced to go out and compete without any protection.... In case of self-support
communities, like self-support businesses, or hope powerhouses… or milk operated
by the welfare center for the disabled... we (Wanju Local) first asked them to make
milk, and they began to produce it.
(Ahn Yongbeom, Wanju Local)

6. Implications
Social economy organizations in rural areas, which were examined in our
case study, were established in general to meet the needs of local residents.
Including poor farm households' income, complementary intervention in the
local community's school education, sale of agricultural products of small
farmers who have difficulties in entering the market in the existing agricultural
product delivery system, and costs of energy for living such as heating for the
vulnerable class, the needs are diverse. In order to cope with these diverse
needs, social economy organizations were established. However, the groups
that first identified their needs and drove action strategies of the social
economy differ from case to case.
In some cases, local residents themselves are the first leaders and in other
cases, the public sector such as local governments stimulated and drove social
economy practices. Social economy activists also led the early process. Even if
the starting point of the social economy came from the desire and needs of
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community residents, the public sector or leading activists may carry out part of
the role of expressing those desires or needs and raising issues. Intermediate
support organizations often focus their efforts on providing technical
knowledge or information needed for the process of establishing social
economy organizations rather than the initial process of identifying the needs
of the residents themselves. There is a part to reconsider about the function or
role of external support agencies, including intermediate support organizations.
Legislation and support policies are a powerful incentive to the establishment
of social economy organizations. However, the incentive is not necessarily
limited to those monetary such as subsidies. Easing regulations to facilitate the
establishment or the local governments adopting the promotion of social
economy as a strategic means for regional development can also be significant
incentives. In particular, as shown in the above cases, the role of local
governments has a profound impact.
Normative orientations that social economy organizations stick to are mostly
similar but their legal forms have microscopic differences. Having an
organizational form that conforms to a certain normative orientation can affect
the sustainability of an organization. For example, in the case of Anseong Life,
a social economy organization that lacked independent, autonomous, and
democratic decision-making structures were forced to reduce its activities if
external environment changed for the worse, regardless of the participants' will.
In the public sector, the local government seems to play a decisive role in
promoting the social economy in rural areas. In addition to subsidizing funds
such as assets or current expenses, commissioning a business or preferentially
purchasing products and services greatly contributes to the sustainability of
social economy organizations.

Current Conditions of Social Economy
Organizations in Rural Areas

Chapter

This chapter focuses on the survey and its analysis results. The survey was
conducted for 608 social economy organizations in rural areas, to analyze their
organizational types, purposes, normative orientations, business types, financing,
employment, and policy needs.

1. Types of Social Economy Organizations
It is difficult to analyze the current condition of the social economy
organizations in Korean rural areas by taking only one of the three approaches
to define social economy organizations (legal and institutional approach,
normative approach, and control mechanism approach). When only the legal
and institutional approach is used, it is hard to include self-support businesses
that are considered to be in charge of a certain part of the social economy sector
in the field. This is because a considerable number of self-support businesses
operate in the form of commercial businesses (self-employed) rather than
corporations. The social economy control mechanism approach is not suitable
for an empirical analysis at the organizational level. It is a viewpoint that can be
taken when a network of social economy organizations or governance formed
between the social economy and the public sectors is analyzed. The normative
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approach is appropriate for examining the 'identity' of social economy
organizations in their organizational operations, and is required in the recent
rural areas where various types of social economy organizations are increasing.
However, no indicator to objectively confirm 'identity' has been established.
Social economy organizations can be sub-classified into 11 types according
to their legal forms (Table 5-1). The one that accounts for the largest proportion
is cooperatives established in accordance with the Framework Act on
Cooperatives (24.5%), followed by commercial corporations (23.5%)24 such as
corporations and limited companies. The third most frequent type is agricultural
association corporations (16.6%), which are roughly reclassified into four
categories according to the level of for-profit pursuit:25 In these sub-categories,
most of them are profit-oriented businesses (32.6%), followed by cooperatives
(28.5%), nonprofit organizations (22.4%) and agricultural associations (16.6%).26
In Table 5-1, categories according to 'the level of institutional profit pursuit'
are not uniformly distributed when analyzed in relation to the related
government support policy (Table 5-2). The reason is found in the fact that
qualifications stipulated by support policies and conditions including when and
where the policies were first implemented are different.
Community business promotion projects are implemented by providing
start-up subsidies and consulting services to "businesses that are led by residents
and utilize local resources".27 A corporation form that can be easily established
24

25

26

Agricultural association corporations are mostly corporations or limited companies.
Legally, they have the status of a civil law association and is institutionalized to
maintain most of the principles of cooperatives in terms of their operation. However,
since these two can be classified as "agricultural corporations" in the form of special
corporations in the agricultural sector, they are set as a separate category in the 11
sub-categories.
Actual level of individual organizations' pursuit of profit is not consistent with what is
provided by law. For example, many of the social enterprises are corporations.
Here again, the agricultural association corporations are set as a separate category.
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in rural areas, and that can get the benefits of tax reduction/exemption especially
because its main industry is agricultural production/processing or distribution
of agricultural products, is the agricultural association corporation. This seems
to be the reason why organizations in the form of agricultural association
corporations account for a large portion of the community business promotion
projects.
Table 5-1. Classification of social economy organizations in rural
areas based on their legal/institutional forms
Unit: Ea, %
Classification 1
Frequency Percentage Classification 2 Frequency Percentage
Corporations/limited
143
23.5
companies
For-profit
Agricultural corporations
11
1.8
198
32.6
businesses
For-profit businesses that
44
7.2
are not corporations
Agricultural association
Agricultural
101
16.6
101
16.6
corporations
associations
Cooperatives (Framework
149
24.5
Act on Cooperatives)
Social cooperatives
173
28.5
(Framework Act on
23
3.8 Cooperatives
Cooperatives)
Consumers' cooperatives
1
0.2
Non-profit corporations
Foundations
Non-profit civil organizations
that are not corporate bodies
Social welfare foundations
Total

27

41

6.7

9

1.5

36

5.9

50

8.2

608

100.0

Non-profit
organizations

136

22.4

Total

608

100.0

In the early days when the community business promotion project was implemented, it
was possible to receive support even if it was not a corporation but, now that the project
implementation guidelines have been revised, it should be any form of corporation to
receive support.
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Table 5-2. Related support policy projects for each type of social
economy organizations (multiple responses allowed)
Unit: Ea, %
Classification

For-profit Agricultural
Non-profit
Cooperatives
businesses associations
organizations

Total

Community business
promotion projects

21
(17.1)

62
(50.4)

20
(16.3)

20
(16.3)

123
(100.0)

Rural community
company designation

16
(25.8)

33
(53.2)

6
(9.7)

7
(11.3)

62
(100.0)

Social enterprise support
projects

101
(50.5)

21
(10.5)

14
(7.0)

64
(32.0)

200
(100.0)

Self-support business
support projects

84
(57.1)

5
(3.4)

9
(6.1)

49
(33.3)

147
(100.0)

Not related to support
policy projects

4
(2.6)

6
(3.9)

138
(89.0)

7
(4.5)

155
(100.0)

Total

226
(32.9)

127
(18.5)

187
(27.2)

147
(21.4)

687
(100.0)

Rural community corporation promotion project is not to support the start-up
but to provide subsidies to some of the corporations that are confirmed to have
characteristics of 'a community company' among already existing corporations
or non-corporate private organizations and that are designated as rural company
corporations to be included in statistics. Considering that the most common
form of businesses organized by rural residents is agricultural association
corporation, it is natural that more than half of the rural community corporations
are agricultural association corporations.
Support for social enterprises and self-support businesses is a relatively old
policy. The project was implemented even before the Framework Act on
Cooperatives was enacted. The support for these two types of businesses is
defined as targeting 'the vulnerable class' and 'the basic livelihood security
recipients and low-income earners' respectively. Regardless of what kind of
corporations they are (even if it is not a corporation in the case of self-support
businesses), the support was provided for any business that aimed at securing

Current Conditions of Social Economy Organizations in Rural Areas

91

jobs for or providing services to the socially underprivileged, so that there are
many organizations that do not explicitly institutionalize cooperative structures
like cooperative corporations or agricultural association corporation.
The legal and institutional approach widely used to define and categorize
social economy organizations is rooted in the European tradition that has long
institutionalized the practice and organization movement of the social economy
sector. Unlike this, in Korea, social economy organizations have been formed
based on various types of practices and institutionalization in certain fields.
These include self-support businesses, social enterprises, community businesses,
and cooperatives.
In rural areas, there were old cooperative movements (agricultural cooperatives,
credit unions), and the move toward collaborative farming was institutionalized
in the form of an agricultural association corporation, making the topography
of social economy organizations complicated.
The situation of rural Korea, where various types of social economy
organizations have been created in different ways and have been operating in
relation with the public sector through different systems, implies that it is
difficult to conceptualize the social economy only using the legal and institutional
approach. Regardless of its types, an organization should be defined as a social
economy organization when its purpose and operating principles are consistent
with the orientation of the social economy.

2. Social Purposes, Means of Realization, and Normative
Orientation
2.1. Purpose of establishment
Of "social purposes" that social economy organizations in rural areas want to
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realize, "support for the vulnerable class" (55.0%) accounts for the greatest
percentage, followed by "protection and support for farmers and farming
activities" (13.5%) and "support for local residents in general" (12.0%).
Distribution of founding priorities varies considerably with the type of
organization. In the "profit-seeking business" group and the "nonprofit
organization" group, the percentage of "support for the vulnerable class" is the
highest. It seems that these two groups mainly include self-support businesses
and social enterprises.
In case of agricultural association corporations and cooperatives, "protection
and support for farmers and farming activities" is also as much highlighted as
"support for the vulnerable class" as the first-priority founding purpose. In case
of agricultural association corporations and cooperatives, "support for local
residents in general" and "regional development for revitalization of the
underdeveloped areas" tend to appear at a higher frequency than other types of
social economy organizations. It seems to be related to the fact that the relevant
legislation suggests a structure that allows a relatively large number of people
to participate in cooperative organizations.
It is also noteworthy that the percentage of cooperatives that have been
established with "support for social economy organizations and small-scale
enterprises and institutional improvement" as their priority purpose is relatively
high. Recognition has been spreading to some extent that "the principle of
cooperation among cooperatives" and the institutional form of cooperatives,
like an association cooperative which is constituted by cooperatives as its
members, are appropriate for the formation of cooperative network and
solidarity activities among social economy organizations.

Current Conditions of Social Economy Organizations in Rural Areas

93

Table 5-3. Priorities of purposes of establishment of social economy
organizations in rural areas
Unit: Ea, %
Profit-seeking Agricultural
Non-profit
Cooperatives
Total
business
associations
organizations
157
28
49
95
329
Support for the vulnerable class
(80.1)
(28.3)
(29.2)
(70.4) (55.0)
Support for local residents in
13
19
25
15
72
general
(6.6)
(19.2)
(14.9)
(11.1) (12.0)
Regional development for
5
6
10
1
22
revitalization of underdeveloped
(2.6)
(6.1)
(6.0)
(0.7) (3.7)
areas
29
35
7
81
Protection and support for
10
(29.3)
(20.8)
(5.2) (13.5)
farmers and farming activities
(5.1)
Conservation and promotion
5
8
22
12
47
of environment, landscape
(2.6)
(8.1)
(13.1)
(8.9) (7.9)
and traditional culture
Support for and institutional
improvements of social economy
6
9
27
5
47
organizations/small-scale
(3.1)
(9.1)
(16.1)
(3.7) (7.9)
enterprises
196
99
168
135
598
Total
(100.0)
(100.0)
(100.0)
(100.0) (100.0)
Purposes

2.2. Means of realizing the organizations' social purposes
Social economy organizations can mobilize various means to realize their
"social purposes". Overall, "provision of jobs" (27.7%) is the most frequently
mobilized means, followed by "support for manpower and technology" (8.4%),
purchasing products from small-scale producers as raw materials" (8.2%) and
"consigned sale of products of small-scale producers" (8.1%).
Review of how the means, which social economy organizations can mobilize,
are used to realize their "social purposes" reveals the following:
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Table 5-4. Social purposes of social economy organizations in rural
areas, and means of realization (multiple responses allowed)
Unit: Ea, %

Total

Total

100
(22.8)
53
(12.1)
25
(5.7)
11
(2.5)
4
(0.9)
2
(0.5)
53
(12.1)
39
(8.9)
40
(9.1)
37
(8.4)
38
(8.7)
36
(8.2)
438
(100.0)

Support for and institutional improvements
of social economy organizations/ small-scale
enterprises

Financial service link and
support
Education, consultation and
counseling
Manpower and technology
support
Marketing, PR, and sales
brokerage
Consigned sale of products
of small-scale producers
Purchase of products of
small-scale producers
Related institutional and
social environment innovation

355
212
51
99
(36.2) (27.9) (24.2) (22.9)
166
137
30
43
(16.9) (18.0) (14.2) (10.0)
75
43
10
22
(7.7) (5.7)
(4.7)
(5.1)
31
20
8
11
(3.2) (2.6)
(3.8)
(2.5)
7
9
2
2
(0.7) (1.2)
(0.9)
(0.5)
8
8
3
0
(0.8) (1.1)
(1.4)
(0.0)
60
52
23
26
(6.1) (6.8) (10.9)
(6.0)
81
64
24
26
(8.3) (8.4) (11.4)
(6.0)
47
56
18
44
(4.8) (7.4)
(8.5) (10.2)
51
60
16
72
(5.2) (7.9)
(7.6) (16.7)
60
71
13
69
(6.1) (9.3)
(6.2) (16.0)
39
29
13
18
(4.0) (3.8)
(6.2)
(4.2)
980
761
211
432
(100.0) (100.0) (100.0) (100.0)

Conservation and promotion of
environment landscape & traditional
culture

Investments

Protection and support for farmers and
farming activities

Cash support

Regional development for revitalization of
underdeveloped areas

In-kind support

Support for local residents in general

Provision of products and
services

Support for the vulnerable class

Means
Provision of jobs

、

212 1,029
(23.8) (27.7)
141
570
(15.8) (15.4)
56
231
(6.35)
(6.2)
22
103
(2.5)
(2.8)
13
37
(1.5)
(1.0)
11
32
(1.2)
(0.9)
79
293
(8.9)
(7.9)
78
312
(8.8)
(8.4)
86
291
(9.7)
(7.8)
65
301
(7.3)
(8.1)
53
304
(5.9)
(8.2)
75
210
(8.4)
(5.7)
891 3,713
(100.0) (100.0)
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The means of 'providing jobs' is used to realize various kinds of 'social
purposes' in general, especially as means of supporting the vulnerable class.
'Providing goods and services' is also a relatively widely used means. It is often
used to support the vulnerable class and general residents of the community.
These are typical behaviors of social economy organizations that engage in
economic activities to realize social purposes. "In-kind support" and "cash
support" are relatively often used to support the vulnerable class, but their
percentage is relatively low among various types of activities. "Investment"
and "financial service link and support" are important means for realizing the
purpose of regional development or social economy organizations support but
social economy organizations that do such activities are very rare at present.
'Education, consultation and counseling" is a means used more frequently when
social economy organizations aim at regional development, conservation and
revitalization of environment, scenery, traditional culture, and social economy
organization support. "Marketing, PR and sales brokerage", "consignment sale
of products of small-scale producers", and "purchase of products of small-scale
producers as raw materials" are more often used by social economy organizations
aiming at protection and support of farmers and farming activities. Among the
recently established cooperatives, there are more than few cooperatives that
aim at revitalizing local food. "Purchasing products of small-scale producers as
raw materials" and "related institutional and social environment innovation"
are typical means of revealing the solidarity or cooperation aspect of social
economy organizations. Among the surveyed organizations, the response to
using such measures is generally low. Though the number of social economy
organizations have surged in recent years, it suggests that there are challenges
in terms of their networks and their relationship to the public sector.

96

Current Conditions of Social Economy Organizations in Rural Areas

2.3. Normative orientation
Results of the self-evaluation about 13 items that the representatives or
executives of social economy organizations in rural areas consider as their
normative orientation are shown in Figure 5-1. Some of the items rate relatively
low on the 5-point scale.
Two items, which are "return profits to society" and "avoid maximizing
profits in management", scored slightly low. This seems to be a result that an
unstable condition in the management balance, that is, the condition where
profits (or surplus) were not secured enough, was reflected. The score for an
item "organization initiated by citizens (residents)" was also relatively low. Among
self-support businesses, there were cases in which recipients of basic livelihood
security or people of low income class had established self-employed
businesses with a small number of people under the auspices of a self-support
support organization without the involvement of community members. Among
social enterprises, there were certain social enterprises founded solely by
entrepreneurs, who were conscious of the social purpose of supporting the
vulnerable class rather than for the purpose of meeting the needs of the whole
community. The item "to use human resources of the community in
management" scored the lowest. This reflects the reality of rural areas that
lacked human resources.
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Figure 5-1. Self-evaluation of social economy organizations in rural
areas for their operating principles
Produce and sell own goods and services

4.1

Autonomously operate without external intervention

4.1

Utilize human resources of the community in management

3.4

Organization initiated by citizens (residents)

3.5

Operate democratically

4.1

Aim for members' interests and public interests

4.1

Avoid maximizing profits in management

3.8

Return profits to the society

3.7

Value people and workers when dividing profit

4

Contribute to creating jobs for the vulnerable class

4.2

Provide social services to the vulnerable class

4.2

Contribute to the circulation and coexistence of the community

4.2

Contribute to the solidarity and cooperation among residents

4.1

0.0 1.0 2.0 3.0 4.0 5.0

For several items that evaluate the normative orientation, there are
differences among social economy organizations by types.28 For the item
‘produce and sell own goods and services,’ the score of cooperatives is
significantly lower than that of the agricultural association corporation. In case
of cooperatives, they not only produce and sell but also purchase as well. In
contrast, almost all of the agricultural association corporations engage in the
production and sale of agricultural products. For "organization initiated by
citizens (residents)", profit-seeking businesses and non-profit-organizations
show lower average scores than the agricultural association corporations or
cooperatives. These two types of organizations include relatively a large
number of self-support businesses and social enterprises.
28

Details of the difference in scores among organizations are presented in <Appendix 5>.
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For the item "operate democratically", the scores of agricultural association
corporations and cooperatives are higher than those of other types of social
economy organizations. Agricultural association corporations and cooperatives
stipulate "one vote per person" in decision making. For "Aim for members'
interests and public interests, the score of cooperatives is higher than other
types of social economy organizations.
For "avoid maximizing profits in management", the score of profit-seeking
business is lower than that of cooperatives or non-profit-organizations. For
"value people and workers when dividing profits", the score of non-profitorganizations is higher than that of profit-seeking businesses. For "contribute to
creating jobs for the vulnerable class", the score of cooperatives is significantly
lower than that of other types of social economy organization, and there is a
statistically significant difference between the agricultural association corporation
and non-profit-organization.
For "provide social services to the vulnerable class", cooperatives and
agricultural association corporations record lower scores than those of other
organizations, similar to the previous item "contribute to creating jobs for the
vulnerable class". For the item "contribute to the circulation and coexistence of
the community", cooperatives record lower scores than those of profit-seeking
businesses or non-profit-organizations. For "contribute to the solidarity and
cooperation among residents," cooperative corporations record a lower score
than agricultural association corporations or non-profit-organizations.
In terms of what policy project supports the social economy organizations
are receiving, emphases are subtly different in specific parts of their normative
orientations.29 Social enterprises and self-support businesses appear to have a
significantly lower level of initiative by residents (citizens) in their establishment
than community businesses or rural community companies. Even when compared
29

Detailed score differences are listed in <Appendix 6>.
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to social economy organizations that were established without the government
supports (presumably cooperatives), residents' (citizens') initiative in the
establishment process is considered low. For community business or rural
community companies, the guidelines for relevant policy projects stipulate that
they should be "businesses established by the residents' initiative".
Social economy organizations that have not received any policy support
evaluate themselves as following the principle of "democratic operation" better
than the organizations that have received various supports do. Community
businesses and rural community companies record lower scores on the item
"contribute to creating jobs for the vulnerable class," compared to social
enterprises and self-support businesses. Social enterprises and self-support
businesses have higher scores than organizations that have not received policy
supports. Similarly, the score for the item "provide social services to the
vulnerable class" tends to be higher than those of community businesses, rural
community companies, and the organizations that have not received policy
support. This score also shows a statistically significant difference between
self-support businesses and social enterprises, which is higher for social
enterprises. Social enterprises record a high score on the item "contribute to the
circulation and coexistence of the community" when compared to community
businesses, rural community companies, self-support businesses, and organizations
that have not received policy supports.

3. Business Operation
3.1. Types of businesses
Based on the sales of social economy organizations in rural areas, the type of
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business accounting for the greatest percentage is agriculture and forestry
related industry (20.7%), followed by medical/education/culture services (18.9%),
and agriculture, forestry and livestock production (16.0%) (Table 5-5). The
type of top-ranking business on the sales differs by the type of organization
(Table 5-6) and its location (dong, eup, myeon) (Table 5-7).
Type of the top sales-ranking business which accounts for the greatest
portion of the organizations' total sales varies with the type of organization30.
In 82.2% of agricultural association corporations, the top-ranking business type
is the agriculture, forestry and livestock production or the agriculture and
forestry related industry. In contrast, the percentage of this business type is
38.7% in cooperatives. In the profit-seeking business and the non-profitorganization types, almost 50% of the cases, the top sales-ranking industry is
service-related businesses such as medical/education/ culture services and
services related to house repair/construction/environment.31 The social economy
organizations in the forms of agricultural association corporations and
cooperatives mainly engage in agriculture-related activities such as agricultural
and livestock production and processing, and other organizations in the forms
of profit-seeking business and non-profit-organizations mainly provide social
services required for rural areas. The percentage of industries, like the non30

31

A survey, with more sub-divided business types than presented in Table 5-5, was
conducted. The average sales portion of top-ranking business type is more than 80%. In
other words, the sales are mostly concentrated in the top-ranking industry.
In the actual survey, total 22 industries including other industries are included for
response. When the responses to these questionnaires were counted for rankings of
industries into 1, 2, and 3, the industry with the lowest percentage was manufacturing,
repair and sales of farm equipment/materials (0.7%), followed by child care service
(0.8%), livestock farming (1.6%), courier and transportation (1.6%), science and
technology services including research and development and provision of information
and knowledge" (1.7%), forestry and fishery production (1.9%), lodging industry
(2.0%), health and medical services (2.4%), publishing and video related businesses
(2.6%) and care-giving and housekeeping services (3.2%).
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agricultural manufacturing/wholesale/retail/mining industry and the convenience
services such as transportation and publishing and accommodation, in the sales
of social economy organizations in rural areas is relatively low as 10% or less.
It seems that the rural community's demand and purchasing power level for
these industries is reflected.32
Table 5-5. Top sales ranking industry in each organization type
according to legal form
Unit: Ea, %
Profit-seeking Agricultural
Non-profitCooperatives
Total
business
associations
organization
18
45
28
6
97
Agriculture, forestry and
livestock production
(9.1)
(44.6)
(16.2)
(4.4) (16.0)
27
38
39
22
126
Agriculture- and forestryrelated industry
(13.6)
(37.6)
(22.5)
(16.2) (20.7)
26
3
22
16
67
Non-agricultural manufacturing/
wholesale/retail/ mining
(13.1)
(3.0)
(12.7)
(11.8 (11.0)
Convenience industry such
19
7
21
11
58
as transportation, publishing
(9.6)
(6.9)
(12.1)
(8.1)
(9.5)
and accommodation services
40
2
11
25
78
House repair/construction /
environment
(20.2)
(2.0)
(6.4)
(18.4) (12.8)
39
3
32
41
115
Medical/education/
culture services
(19.7)
(3.0)
(18.5)
(30.1) (18.9)
29
3
20
15
67
Others
(14.6)
(3.0
11.6
11.0) (11.0)
198
101
173
136
608
Total
(100.0)
(100.0)
(100.0)
(100.0) (100.0)
Note:  =156.4, p=0.000

32

It is necessary to analyze this in connection with important fields in which social
economy organizations need to promote their businesses.
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Table 5-6. Top sales ranking industry for each support policy project
Unit: Ea, %

Total

Benefit from 2 or more
projects

Irrelevant to support
policy projects

Self-support support
project

Social enterprise support
project

Rural community
corporation designation

Community business
promotion project
Agriculture, forestry and
livestock production

32

11

16

4

19

15

97

(34.0)

(45.8)

(10.3)

(3.3)

(13.6)

(20.0)

(16.0)

Agriculture- and forestryrelated industry

34

10

19

10

31

22

126

(36.2)

(41.7)

(12.3)

(8.3)

(22.1)

(29.3)

(20.7)

2

0

24

12

20

9

67

(2.1)

(0.0)

(15.5)

(10.0)

(14.3)

(12.0)

(11.0)

Non-agricultural manufacturing/
wholesale/retail/mining
industry
Convenience industry such as
transportation, publishing and
accommodation services

10

0

13

11

19

5

58

(10.6)

(0.0)

(8.4)

(9.2)

(13.6)

(6.7)

(9.5)

House repair/ construction/
environment

2

0

20

35

9

12

78

(2.1)

(0.0)

(12.9)

(29.2)

(6.4)

(16.0)

(12.8)

Medical/education/ culture
services

11

1

49

20

27

7

115

(11.7)

(4.2)

(31.6)

(16.7)

(19.3)

(9.3)

(18.9)

Others
Total

3

2

14

28

15

5

67

(3.2)
94

(8.3)
24

(9.0)
155

(23.3)
120

(10.7)
140

(6.7)
75

(11.0)
608

(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)


Note:  =189.2, p=0.000

The industries which community business promotion projects and rural
community corporations engage in are mostly the agriculture, forestry and
livestock production industry and the agriculture- and forestry-related industry.
Taken into consideration that more than 50% of the organizations that respond
that they are subject of community business promotion projects and that are
designated as rural community companies are agricultural association
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corporations, it does not imply anything new. Organizations subject to social
enterprise support projects are mostly in the fields of medical/education/culture
services but are evenly distributed compared to other types of organizations.
Self-support support project organizations are most common in the house
repair/construction/environment industry. Significance of this result can be
found in connection with legal definition of social enterprises and self-support
businesses. For social enterprises that pursue the social purpose of enhancing
the quality of life of local residents, their sales is high in the medical/education/
culture services industry. This justifies the support for social enterprises in law
and seems to be desirable as this industry is closely related to the lives of local
residents. In addition, self-support businesses can be seen as a major member of
the cooperative social economy in that it is found jointly by the vulnerable class
to be freed from poverty. In this perspective, it is positive that self-support
businesses generate sales in the home repair, construction and environment
industry which is required for rural areas. However, such a positive interpretation
will be made possible provided that they generate a sustainable profit through
the businesses of their respective industries and have a sound financial structure.
Table 5-7. Top sales ranking industries depending on their locations
(dong, eup & myeon)
Unit: Ea, %
Dong
Agriculture, forestry and livestock production
Agriculture- and forestry-related industry
Non-agricultural manufacturing/wholesale/
retail/mining industry
Convenience industry such as transportation,
publishing and accommodation services
House repair/construction/environment

15
(5.2)
34
(11.7)
37
(12.7)
48
(16.5)
32
(11.0)

Eup
29
(12.8)
51
(22.5)
26
(11.5)
22
(9.7)
32
(14.1)

Myeon
89
(28.6)
107
(34.4)
33
(10.6)
22
(7.1)
17
(5.5)

Sub-total
133
(16.0)
192
(23.2)
96
(11.6)
92
(11.1)
81
(9.8)

104

Current Conditions of Social Economy Organizations in Rural Areas

Dong
Medical/education/culture services
Others
Total

79
(27.1)
46
(15.8)
291
(100.0)

Eup
42
(18.5)
25
(11.0)
227
(100.0)

Myeon
30
(9.6)
13
(4.2)
311
(100.0)

Sub-total
151
(18.2)
84
(10.1)
829
(100.0)

In order to find out kinds of products and services provided by social economy
organizations in dongs, eups and myeons the rural areas, the organizations'
business types are studied according to the organizations' locations. In eups and
myeons, rural areas, the agriculture, forestry and livestock production industry
and the agriculture- and forestry-related industry are concentrated and there are
only a few other industries. Especially, in the myeon area, the percentage of the
service industry is smaller compared to the dong and the eup areas. This
suggests that in this area the physical distance is relatively long to use the
services provided by social economy organizations compared to the dong and
the eup areas. However, this conclusion should be confirmed not only by the
organizations' locations but also by the scope of their activities (main customer
range).

3.2. Scope of activities
We surveyed the scope of social economy organizations' activities in rural
areas, in two broad categories. We identified the range of areas where they
purchased raw materials and/or necessary materials and where their main
customers are located. This can indirectly confirm the impact the social
economy organizations have the areas.
We divided the range of areas where social economy organizations purchase
raw materials and/or necessary materials into four categories: "eup/myeon/dong
in which the organization is located", "other eup/myeon/dong in the city/county
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where the orgnizations is located", "neighboring cities/counties" and "other
distant areas", and asked the social economy organizations to answer the
percentage of raw materials they purchased from each category of areas. The
result shows that the percentage of organizations purchasing raw materials/
necessary materials from the eup/myeon/dong where they are located is the
highest with an average of 53.9%, followed by the percentage of purchasing
them from the neighboring cities/counties and that of purchasing from other
distant areas, being 17.3% and 16.3% respectively. The percentage of organizations
purchasing raw materials from "other eup/myeon/dong in the city/county where
they are located" is the lowest at 12.6%. This shows that social economy
organizations are likely to procure more than half of the raw materials in the
eup/myeon/dong where they are located, and to adequately procure other areas
as needed.
Figure 5-2. Percentage of purchases by social economy
organizations in rural areas from each range of area
Unit: %
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Table 5-8. Percentage of procurement of raw materials by
organization type according to legal form
(eup/myeon/dong where the organization is located)
Unit: %
Group
Profit-seeking business

Average

Standard
deviation

52.061

41.7826

Agricultural associations 68.584

36.3478

Cooperatives

46.706

42.6112

Non-profit-organization

54.459

43.0154

Total (N=601)

53.854

41.9657

F

Sig.

LSD post-hoc analysis
PSB

AA

C

NPO

***
6.071 0.000

***
**

*: p<.05, **: p<.01, ***: p<.001

Among social economy organizations, the percentage of organizations
procuring raw materials from the "eup, myeon, dong" where they are located is
the highest. Cooperatives are the organizational type with the biggest range of
areas for procurement. In terms of the industry type, the industry with the
widest range of procurement is the non-agricultural manufacturing/wholesale/
retail/mining industry.33 This seems to be a result of the characteristics of the
industry. In case of the agriculture, forestry and livestock production industry,
which needs to make the most of human and material resources of the region
due to its characteristics, the organizations engaging in that industry procure
most raw materials from the "eup/myeon/dong" where they are located. On the
other hand, the organizations engaging in the manufacturing/wholesale/retail
industry, which requires various raw materials due to its characteristics, purchase
the raw materials from the neighboring cities/counties and beyond. This renders
an interpretation possible that the social economy organizations engaging in the
non-agricultural manufacturing/wholesale/retail industry while being located
33

The items, of which difference in the percentage of procumbent of raw materials among
groups is significant, are "the eup/myeon/dong where the organization is located" and
"other areas."
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in rural areas have a relative disadvantage in their operation as it is difficult for
them to procure raw materials compared to other industries.
Figure 5-3. Average percentage of procurement of raw materials by
the top sales ranking industry
Unit: %

Major clientele areas for profit-seeking businesses and non-profitorganizations are targeting are mostly within the city and county where the
organizations are located. For agricultural association corporations and
cooperatives, customers are often spread nationwide. This result is also similar
in the classification of industries in which each corporation type is mainly
engaged, so it can be considered that the industry type has more effects as in the
case of procurement of raw materials. It is interpreted that agricultural products
are mainly sold nationwide.
For community businesses and rural community corporations, which have
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high percentages of engagement in agriculture- and forestry-related industry,
the percentage of having the nationwide customer range is also high. For the
organizations, which are subject of self-support support projects, more than
50% answer that their customer coverage is within the city/county where they
are located, and 27.5% answer eup/myeon/dong where they are located,
implying that the customer range covered by the self-support business is
narrow compared to other types of social economy organizations. As shown in
Table 5-11 "total assets, equity capital, liabilities and operating profit/surplus
of each type of organizations according to legal forms", the scale of
self-support business is small compared to other organizational types.
Table 5-9. Major customer range of each organizational type by
legal form
Unit: Ea, %
Profit-seeking Agricultural
Non-profitCooperatives
business
associations
organization
Eup/myeon/dong where the
organization is located
City/county where the
organization is located
Province where the
organization is located
(neighboring cities/counties)
Nationwide
Total
Note:  =71.166, p=0.000

Total

36

6

29

25

96

(18.2)

(5.9)

(16.8)

(18.4)

(15.8)

84

14

50

50

198

(42.4)

(13.9)

(28.9)

(36.8)

(32.6)

29

10

35

16

90

(14.6)

(9.9)

(20.2)

(11.8)

(14.8)

49

71

59

45

224

(24.7)

(70.3)

(34.1)

(33.1)

(36.8)

198

101

173

136

608

(100.0)

(100.0)

(100.0)

(100.0)

(100.0)
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Table 5-10. Major customer range by related support policy project
Unit: Ea, %

Total

Benefit from 2 or more
projects

Total

Irrelevant to support
policy projects

Nationwide

Self-support support
project

Province where the organization
is located (neighboring cities/
counties)

Social enterprise support
project

City/county where the
organization is located

Rural community
corporation designation

Community business
promotion project
Eup/myeon/dong where the
organization is located

11

4

19

33

23

6

96

(11.7)

(16.7)

(12.3)

(27.5)

(16.4)

(8.0)

(15.8)

19

2

48

64

39

26

198

(20.2)

(8.3)

(31.0)

(53.3)

(27.9)

(34.7)

(32.6)

12

1

29

10

30

8

90

(12.8)

(4.2)

(18.7)

(8.3)

(21.4)

(10.7)

(14.8)

52

17

59

13

48

35

224

(55.3)

(70.8)

(38.1)

(10.8)

(34.3)

(46.7)

(36.8)

94

24

155

120

140

75

608

(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Note:  =94.026, p=0.000

3.3. Finance
An average total asset of the organizations subject to the survey is
approximately 300 million (Korean) won, equity capital 160 million won,
liability 130 million won, and operating profit/surplus is 110 million won.
However, as there are large deviations among organizations and large
organizations tend to have larger numbers than smaller ones do, median is
significantly lower than average.
Cooperatives are the ones with the smallest total asset and equity capital. The
median of cooperatives' assets is 49 million won and that of equity capital is 30
million won. These are lower than those of non-profit organizations, which are
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70 million won and 41 million won respectively. For liabilities, profit-making
corporations and unincorporated organizations have higher numbers. Agricultural
association corporations and cooperatives have 0 median of liabilities, and
more than 50% corporations are operating without liabilities. The median for
operating profit/surplus is similar in profit-seeking businesses, agricultural
association corporations, and non-profit-organizations as 11 million won or so,
but more than 50% of cooperatives are not generating operating profit/surplus
(Figure 5-4). The reason for such weak financial situation can be found in the
fact that the cooperatives according to the Framework Act on Cooperatives are
mostly established after 2013 and thus their operations have not yet been
stabilized and their scales are relatively small as they can be organized with
five or more people.
Table 5-11. Total assets, equity capital, liabilities and operating
profit/surplus of each type of organizations by legal form
Unit: Thousand Won, Ea

Profit-seeking businesses
Agricultural Associations
Cooperatives
Non-profit-organizations
Total
Profit-seeking businesses
Agricultural Associations
Cooperatives
Non-profit-organizations
Total
Profit-seeking businesses
Agricultural Associations
Cooperatives
Non-profit-organizations
Total

396,913
381,433
169,356
279,036
300,032
194,009
214,447
90,645
191,265
164,381
210,334
144,288
82,436
94,583
136,515

Standard
deviation
917,446.1
769,012.4
384,886.2
824,620.9
743,489.3
564,775.6
324,869.0
177,299.6
444,410.5
409,672.4
561,714.6
518,993.5
310,657.9
473,727.3
471,260.7

Operating profit/ Profit-seeking businesses
surplus
Agricultural Associations

68,423

361,778.4

142

10,000

127,734

439,778.5

84

11,000

Item

Total assets

Equity capital

Liabilities

Legal form

Average

N

Median

128
73
128
77
406
125
72
125
71
393
125
71
125
72
393

100,000
146,000
49,000
70,000
80,000
50,000
100,000
30,000
41,000
50,000
15,000
0
0
250
300

111

Current Conditions of Social Economy Organizations in Rural Areas

Item

Legal form
Cooperatives
Non-profit-organizations
Total

Average
98,285
190,036
113,836

Standard
deviation
482,602.0
701,556.2
497,979.4

N
121
94
441

Median
0
11,500
8,000

Figure 5-4. Range of operating profit/surplus of each type of
organizations by legal form

Note: The beginning and the end of the box are the third quartile and the second quartile,
respectively. '○' is the ideal value and '*' is the extreme value. Some of ideal values
and extreme values are not displayed.

The type with the lowest total asset and average equity capital is self-support
businesses. But, based on the median, organizations irrelevant to support policy
projects have the smallest assets and a bigger deviation in total asset sizes
compared to self-support businesses. The type with the biggest total assets and
equity capital is rural community corporations, which can be explained by the
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fact that they began operating on their own without a particular social purpose
and thus they are in a relatively stable operating condition. The average debt is
the largest in social enterprises and the deviation of debts is also severe. This
may be because of the diversity of organizational characteristics as they are
engaged in various industries. The average operating profit/surplus of the
organizations irrelevant to policy projects is 120 million won, which is higher
than that of organizations subject to multiple policy projects, community
business promotion project or self-support support projects. But, they are still
unable to make surplus. 89% of the organizations irrelevant to support policy
projects are cooperatives.
Table 5-12. Total assets, equity capital, liabilities, and operating
profit/surplus of each support policy project
Unit: Thousand Won, Ea
Item

Applicable policy

Community business promotion project
Rural community corporation designation
Social enterprise support project
Total assets Self-support support project
Irrelevant to support policy projects
Benefit from 2 or more projects
Total
Community business promotion project
Rural community corporation designation
Social enterprise support project
Equity capital Self-support support project
Irrelevant to support policy projects
Benefit from 2 or more projects
Total
Community business promotion project
Rural community corporation designation
Social enterprise support project
Liabilities Self-support support project
Irrelevant to support policy projects
Benefit from 2 or more projects
Total

Average
278,780
627,441
528,655
91,987
150,528
315,008
300,032
159,988
506,511
252,924
61,896
75,928
180,896
164,381
98,643
120,930
276,504
32,947
77,519
140,623
136,515

Standard
deviation
741,133.9
1,027,659.1
1,109,451.3
244,507.6
369,764.5
457,530.9
743,489.3
320,011.5
1,019,491.5
581,682.5
138,408.6
145,468.6
253,078.6
409,672.4
492,588.7
260,776.4
705,187.7
125,837.1
329,585.9
237,007.4
471,260.7

N

Median

78
14
106
62
100
46
406
76
14
104
56
98
45
393
75
14
104
57
98
45
393

80,500
302,090
150,000
45,000
30,000
200,000
80,000
55,690
100,000
53,901
20,000
25,000
100,000
50,000
0
32,500
24,250
0
0
50,000
300
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Item

Applicable policy

Community business promotion project
Rural community corporation designation
Social enterprise support project
Operating
Self-support support project
profit/surplus
Irrelevant to support policy projects
Benefit from 2 or more projects
Total

Average
61,228
305,784
171,310
89,807
124,938
31,453
113,836

Standard
deviation
214,231.1
889,484.0
633,686.0
467,360.6
549,612.2
163,164.6
497,979.4
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N

Median

86
15
119
74
93
54
441

8,500
30,000
20,000
10,000
0
10,000
8,000

Figure 5-5. Range of operating profits/surplus of each support
policy project

Note: The beginning and the end of the box are the third quartile and the second quartile,
respectively. '○' is the ideal value and '*' is the extreme value. Some of ideal values
and extreme values are not displayed.

Equity-to-debt ratio is the highest in profit-seeking businesses. While the
percentage of organizations of which debt ratio is bigger than 100%, i.e., of
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which debt is bigger than its equity capital is 15.5~25.4% in other types, the
debt ratio of profit-seeking business is 37.1%. The percentage of organizations
without debts is the highest in cooperatives (58.4%). As mentioned above, it
seems to be because most cooperatives are newly established organizations.
Among social enterprises, the percentage of organizations with the debt ratio
greater than 100% is 43.7%. A high debt ratio in an organization with a clear
social purpose is not desirable in terms of long-term stability of the organization.
The organization that performs social purposes needs to secure the financial
soundness to carry out the social purposes more stably.
On the other hand, though a low debt ratio is advantageous to financial
soundness, an organization without any debts may signify that the organization
is inactive. Organizations ensures the circulation of funds, by securing funds to
carry out necessary business and repaying the funds through the business. But,
an organization without any debts may not be doing its business at all. The
percentage of organizations that have debts less than or equal to their equity
capital, i.e. the debt ratio bigger than 0% but smaller than 100%, is higher in
organizations that receive benefits from two or more policy projects (46.7%).
Table 5-13. Debt ratios of each type of organizations by legal form
Unit: Ea, %

Debt =0%

Profit-seeking
business
44

0<Debt ≦100%
Debt>100%
Total
Note:  =19.900 p=0.003

Agricultural
Non-profit
Cooperatives
associations
organizations
40
73
36

Total
193

(35.5)

(56.3)

(58.4)

(50.7)

(49.4)

34

20

28

17

99

(27.4)

(28.2)

(22.4)

(23.9)

(25.3)

46

11

24

18

99

(37.1)

(15.5)

(19.2)

(25.4)

(25.3)

124

71

125

71

391

(100.0)

(100.0)

(100.0)

(100.0)

(100.0)
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Table 5-14. Debt ratio by relevant support policy project
Unit: Ea, %

Total

Benefit from 2 or
more projects

Irrelevant to support
policy project

Total

Self-support business

Debt >100%

Social enterprises

0< Debt ≦100%

Rural community
corporations

Community business

Debt 0%

46

6

30

33

65

13

193

(61.3)

(42.9)

(29.1)

(58.9)

(66.3)

(28.9)

(49.4)

17

5

28

11

17

21

99

(22.7)

(35.7)

(27.2)

(19.6)

(17.3)

(46.7)

(25.3)

12

3

45

12

16

11

99

(16.0)

(21.4)

(43.7)

(21.4)

(16.3)

(24.4)

(25.3)

75

14

103

56

98

45

391

(100.0)

(100.0)

(100.0)

(100.0)

(100.0)

(100.0)

(100.0)

Main sources of social economy organizations' revenue is the revenue from
sale of goods and services (63.3%). In particular, for the agricultural
association corporation, which is specialized in the agriculture and forestry
industry, the percentage of the revenue from sale of goods and services in the
entire revenue is 76.1% on average, which is higher than those of other types,
followed by the revenues from business commission and agency services as
12.6%. In the profit-seeking business, this percentage is 21.4%, which is higher
than other types.

116

Current Conditions of Social Economy Organizations in Rural Areas

Table 5-15. Percentages of revenue sources of each organization
type by legal form
Unit: %

40.16 33.76
76.1

3.3

30.16 12.38
64.0

7.8

41.14 21.85
57.9

12.8

38.33 27.43
63.3

12.6

38.96 27.29

1.3

1.5

0.8

0.7

0.1

7.69 20.87 10.88

4.12

3.42

1.06

2.3

9.7

12.6

0.4

0.1

0.1

0.1

7.84 21.64

2.43

1.00

1.00

0.58

9.6

1.4

0.9

0.2

2.3

9.43 21.91

9.17

6.70

17.7

1.4

0.2

6.02 26.66

5.99

2.1

1.2

1.7

2.28 13.17
2.0

0.4

1.35 12.35

1.93

11.9

1.3

0.6

0.7

0.8

7.93 22.86

8.46

4.36

6.29

7.18

0.2

Others

Total
(N=605)

21.4

Financial income

Non-profit
organizations
(N=134)

59.9

General cooperative
support
Support from social
welfare agencies
Investments / loan from
related institutions

Cooperatives
(N=173)

Average
Standard
deviation
Average
Standard
deviation
Average
Standard
deviation
Average
Standard
deviation
Average
Standard
deviation

Private donations

Subsidies from the central/
local governments
Financing/ loan from
financial institutions
Revenue from
commissioned projects
Revenue from product
/service sales

Profit-seeking
businesses
(N=198)
Agricultural
associations
(N=100)

4.3

1.77 19.77
0.1

5.0

0.70 19.45
0.2

11.5

2.40 28.70
0.7

5.6

6.16 21.07
0.3

6.8

3.34 23.04

As shown in the percentage of revenue sources of each type of policy business,
the percentage of revenues from business commission and agency services is as
high as 25% and 15.6%, respectively for self-support business and social
enterprises. It seems to be especially because the self-support businesses are
more likely to be commissioned to the projects implemented by the state or
local governments. Government and local government subsidies are the third
main source of revenue, and they account for average 11.9% of the revenues of
social economy organizations in rural areas. For non-profit-organizations, the
percentage of government and local government subsidies is 17.7%, which is
higher than those of profit-seeking businesses (9.7%) and cooperatives (9.6%).34
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Table 5-16. The percentage of financial resources by relevant
support policy project
Unit: %

15.2
92

0.9
92

0.3
92

0.1
92

0.5
92

9.15 27.85

4.84

2.32

1.05

5.21

7.7
24

1.9
24

0.0
24

0.0
24

0.0
24

3.0
92

0.00 14.34

80.9
24

2.5
24

32.57

7.37

5.88 15.67

8.18

0.00

0.00

0.00

0.00 17.03

56.5
154

15.6
154

1.9
154

15.9
154

1.1
154

0.7
154

1.1
154

0.2
154

0.8
154

9.06 22.89

7.16

3.71

8.27

1.46

6.21 22.94

1.0
120

7.3
120

1.3
120

0.5
120

1.8
120

0.3
120

0.1
120

4.57 20.20

9.55

3.16 10.06

1.57

0.91 15.78

1.7
140

1.6
140

0.9
140

0.3
140

2.4
140

0.2
140

9.66 21.19 10.06

7.25

2.67 14.03

35.09 26.64
59.9
120

25.0
120

43.08 38.44
62.8
140

8.0
140

43.62 23.30
64.1
75

10.0
75

33.69 23.13
63.3
605

12.6
605

38.96 27.29

2.1
24

0.0
92

Others

34.34 12.80

2.3
92

Financial income

3.1
92

General cooperative
support
Support from social
welfare agencies
Investments / loan from
related institutions

34

74.5
92

Private donations

Subsidies from the central/
local governments
Financing/ loan from
financial institutions
Revenue from
commissioned projects
Revenue from product
/service sales
Average
N
Standard
deviation
Average
Rural
N
community
Standard
corporation
deviation
Average
Social
N
enterprises
Standard
deviation
Average
N
Self-support
business
Standard
deviation
Average
Irrelevant of
N
support policy
Standard
project
deviation
Average
Benefit from 2
N
or more projects Standard
deviation
Average
N
Total
Standard
deviation
Community
business

1.4
75

8.0
140

0.0
24

5.0
24

6.2
154

2.8
120

14.0
140

1.70 31.55

15.8
75

1.5
75

0.4
75

0.1
75

0.3
75

0.5
75

5.9
75

4.41 22.85

9.54

2.14

0.58

1.36

1.87 22.10

1.7
605

11.9
605

1.3
605

0.6
605

0.7
605

0.8
605

0.3
605

7.93 22.86

8.46

4.36

6.29

7.18

3.34 23.04

6.8
605

Detailed comparison of the composition of revenue sources of each organization type
by legal form is summarized in <Appendix 7>.
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According to the type of policy project target, the percentage of community
businesses, social enterprises, and organizations benefitting from 2 or more
projects, which utilize government and local government subsidies as their
financial resources, is more than 15%. This is higher than that of self-support
businesses or organizations irrelevant to policy projects.35 For the self-support
business, direct subsidies from the government and municipalities are 7.3% of
the revenue sources, while the revenue from commission and agency services is
as high as 25% of the revenue source. For social enterprises with relatively high
debt ratio, the percentage of the revenues from commission and agency services
and from subsidies is somewhat higher than other types.
Although the operating profit of social enterprises is higher than other types,
it deems necessary to examine its sustainability in the future. Though it is
insignificant in the total revenue sources, the percentage of social welfare
subsidies is higher in non-profit organizations than in agricultural association
corporations or cooperatives, which is probably due to the nature of non-profit
organizations.
The percentage of general corporate supports is high in cooperatives because
four out of the seven cooperatives, which receive general corporate supports,
secure more than 50% of their total funding from the general corporate
supports. Two cooperatives answered that the general enterprise support
accounted for 100% of their funding, one 80% and the other one 50%.

3.4. Utilization of operating profits/surplus
Knowing how social economy organizations use their profits/surplus is
important as it outlines the organizations' operations and allows looking at the
identity of social economy organizations that pursue social goals.
35

Detailed comparison of differences of the financial resource composition among
organizations by relevant support policy project is summarized in <Appendix 8>.
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Social economy organizations in rural areas use 45.2% of their operating
profits/surplus for reinvestment in business and 15.2% for employee incentive.
The percentage of the operating profits/surplus returned to the society is 12.5%.
This is a high figure compared to general companies, but it is different from the
aspect of social economy organizations. The percentage used for support for
other organizations is very low as 2.3%, which implies that at least in terms of
funding support, solidarity and cooperation with other organizations do not
seem to be active.
Figure 5-6. Use of profits/surplus by social economy organizations
in rural areas
Unit: %

Use of profits/surplus varies with organization types by relevant policy
project.36 Compared to other policy project types, rural community corporations
have a lower percentage of reinvestment but a higher percentage of use in other
sectors.37 Self-support businesses use an average of 23.5% for employee
incentive, which is a high value compared to other policy projects, except social

36
37

Detailed comparison among organizations is summarized in <Appendix 9>.
However, as only 24 responses from rural community corporations were used for the
analysis of this item, it needs to be interpreted with caution.
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enterprises, that use average 8~15% for employee incentive. Self-support
businesses are of small scales, engaging in construction, house repair, cleaning and
disinfection. It seems that they have a high percentage of employee incentives
in order to continue their business by securing manpower in these service areas.
The percentage of organizations returning profits/surplus to society is
significantly higher in social enterprises than in rural community corporations,
self-support businesses, and those irrelevant to policy projects. Although social
enterprises have a high debt ratio, the percentage of returning profits/surplus to
society is high. This agrees with the definition of social economy organizations,
compared to self-support businesses, rural community corporations, and
organizations that do not receive policy support. On the other hand, the
percentage of social enterprises using profits/surplus for dividend is only 1.2%,
which is lower than those of self-support business, organizations irrelevant to
policy projects, organizations receiving community business support.
Organizations receiving benefit from 2 or more projects use average 5.2% of
profit/surplus for support for other organizations. Although the figure is small,
it shows a possibility that the government supporting social economy
organizations with social purposes with various types of policy projects may
create a ripple effect for the social economy organizations to support other
organizations, in view of the fact that the overall average is 2.3%.

3.5. Employment
The average number of employees in social economy organizations surveyed
is 18.3, of which 82% (15 people) are paid workers and unpaid workers or
volunteers are 3.3. Of the paid employees, 79.3% (11.9 people) are full-time,
while only 15.2% (0.5) of unpaid workers and/or volunteers are full time. It
implies that the unpaid workers/volunteers work part time when needed.
Of the four types classified according to legal status, the type with the
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highest number of employees is the profit-seeking business (24.1 persons), of
whom 98.8% are paid employees. This is consistent with the legal status that
pursues for profits. In other words, the percentage of unpaid volunteers is
extremely low. As such, the percentage of unpaid workers/volunteers in the
total number of employees differs by legal form. The type with the biggest
percentage of unpaid workers/volunteers is cooperatives, which is 40.9%. It is
because the cooperatives are organized by the needs of the participants and most
of them are not supported by separate policy projects and their operations are partly
supported by unpaid workers and/or volunteers. On the other hand, it may be because
there are only a few cooperatives stabilized enough to hire many paid employees.
Even in the agricultural association corporations, which accounts for 50.4% of
the community business organizations, the percentage of unpaid workers/volunteers
is as high as 31.8%. It can be inferred that the reason is because they use manpower
of relatives or acquaintances in managing the business of the village unit.
Table 5-17. Employees of each organization type by legal form
Unit: Persons
Total employees

3.3

0.3

0.1

0.2

3.6

% of part-time
workers

24.1 23.8 20.5

Part-time

Part-time
paid
Full-time
paid

Average
Standard
deviation
Average
Standard
deviation
Average
Cooperatives
(N=163) Standard
deviation
Non-profit-o Average
rganizations Standard
(N=136) deviation
Average
Total
Standard
(N=595)
deviation

Profit-seeking
businesses
(N=198)
Agricultural
associations
(N=98)

Full-time

% of unpaid/
volunteer workers
Part-time
unpaid
Full-time
unpaid

Unpaid/
volunteers

Paid

20.6

3.5

12.4

72.71 72.75 69.71 20.57 1.54 0.51 1.26 14.11 69.68 20.64 27.37
14.8

9.5

4.2

5.3

5.3

0.6

4.7

31.8

4.8

9.9

48.9

22.21 14.86 6.50 14.03 18.55 2.03 18.57 42.12 6.93 22.35 43.67
12.0

6.4

4.1

2.3

5.6

1.1

4.5

40.9

5.2

6.8

40.6

20.06 15.18 7.95 11.16 13.73 4.70 12.85 44.86 9.04 16.81 43.54
20.0 16.6 14.4

2.3

3.3

0.3

3.0

8.9

14.7

5.3

18.9

32.16 26.99 26.04 8.23 17.23 1.90 16.94 24.67 26.23 20.57 35.44
18.3 15.1 11.9

3.1

3.3

0.5

2.8

19.7 12.4

5.9

27.7

46.94 45.52 42.92 14.93 13.45 2.79 13.06 36.10 42.97 20.03 39.73
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Also, the percentage of unpaid workers/volunteers is as high as 42.1%
respectively in community businesses and organizations irrelevant to policy
support projects, which is high compared to other types. The fact that the
percentage is high in the organizations irrelevant to policy support projects
seems to be in the same context as why the percentage of unpaid workers/
volunteers is high in cooperatives.
Table 5-18. Percentage of unpaid workers/volunteers in
organizations by legal form
Legal form

Average

Standard
deviation

Profit-seeking business

3.6

14.11

Agricultural associations

31.8

42.12

Cooperatives

40.9

44.86

Non-profit-organizations

8.9

24.67

Total (N=595)

19.7

36.10

F

Sig.

LSD post-hoc analysis
PB
AA
C
NPO
***

49.195 0.000

***

*
***

***

*: p<.05, **: p<.01, ***: p<.001

Table 5-19. Percentage of unpaid workers/volunteers in
organizations by related support policy project
Project type

Average

Standard
deviation

Community business
42.1
43.32
promotion project
Rural community
10.5
25.14
corporation designation
Social enterprise support
4.1
16.58
project
Self-support support
4.4
15.89
project
Irrelevant to support
42.1
45.88
policy projects
Benefit from 2 or more
11.2
27.40
projects
Total (N=595)
19.7
36.10
*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
CBPP RCCD SESP SSP Ir. B2M

***
***
37.134 0.000

***
***
***

***

***
***
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Of the average total number of workers (18.3 persons), 12.4 persons (67.8%)
are full-time workers and 5.9 (32.2%) are part-time workers. The percentage of
part-time workers is higher in agricultural association corporations and
cooperatives, which is 21.7 ~ 36.5%p higher than profit-seeking businesses and
non-profit-organizations.
In community businesses, the percentage of part-time workers is 60.9%,
which is much higher than other types. This seems to be due to the fact that
these organizations use local people as the workforce appropriately when they
need to carry out activities such as experiential activities in rural villages. On
the other hand, the percentage of part-time workers is low for social enterprises
that have works to be carried out through the year and receive some employment
support.
Table 5-20. Percentage of full-time employees in organizations by
legal form
Legal form

Average

Profit-seeking business
Agricultural associations
Cooperatives
Non-profit-organization
Total (N=594)
*: p<.05, **: p<.01, ***:

12.4
48.9
40.6
18.9
27.7
p<.001

Standard
deviation

F

Sig.

27.37
43.67
43.54
35.44
39.73

31.177

0.000

LSD post-hoc analysis
PSB

AA

C

***

***

***
***

NPO
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Table 5-21. Percentage of full-time employees in organizations by
support policy project
Project

Average

Standard
deviation

Community business
60.9
40.38
promotion project
Rural community
30.0
36.98
corporation designation
Social enterprise support
9.0
23.46
project
Self-support support
14.3
30.65
project
Irrelevant to support
39.6
44.45
policy projects
Benefit from 2 or
24.6
38.32
more projects
Total(N=594)
27.7
39.73
*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
CBPP RCCD SESP SSP Ir B2M

***
***
31.238 0.000

**

***
***

***

***

**

***
**

4. Policy Needs and Prospects
4.1. Difficulties experienced by social economy organizations
The biggest challenge for social economy organizations operating in rural
areas is the lack of operating funds, followed by lack of public relations,
marketing and market research, lack of professional management force, and
difficulty in expanding market and demand. As such, social economy
organizations are also experiencing similar operational difficulties experienced
by general companies. On the other hand, problems such as shortage of
customers, product development technology, and lack of consensus on the
vision and goals of the organization do not seem to be serious for them. These
operational difficulties do not vary depending on the legal form of the
organization or the type of policy project.
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Figure 5-7. Operational difficulties experienced by social economy
organizations in rural areas
Unit: Cases

The biggest difficulty in selling products and services is the lack of stable
channels for sale and distribution, followed by low recognition of the goods
and services, lack of price competitiveness, and lower quality of goods and
services than specialized companies. It is presumed that, though confident in
terms of the quality of products or services they provide, the organizations are
having difficulty securing stable sales through securing sales channels.
The problem of stable sales of goods and services is worse in the agricultureand forestry-related industry and the non-agricultural manufacturing and
wholesale and retail industries than in the service industry. Organizations
engaging in the convenience industry such as transportation, publishing and
accommodation services and the medical/education/culture service industry
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recognize the low perception of their products and services as a challenge.
Organizations involved in the house repair/construction/environment industry
are more concerned about the quality of products and services which is
somewhat lower than those of specialized companies. It appears to be an
important task for social economy organizations related to the construction
industry to develop the expertise in the corresponding field.
Figure 5-8. Difficulties experienced by social economy organizations
in rural areas in the product/service sales
Unit: Cases
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Table 5-22. Difficulties in the product/service sales by top sales
ranking industry
Unit: Ea, %

Total

Others

Medical/ education/ culture services

18
29
16
5
(20.7) (24.6) (25.4) (10.0)
15
22
8
18
Low recognition of
products/services
(17.2) (18.6) (12.7) (36.0)
Lack of stable sales/distribution
43
55
38
22
channels for products/services (49.4) (46.6) (60.3) (44.0)
Low quality of products/services
10
9
1
2
compared to specialized
(11.5) (7.6) (1.6) (4.0)
companies
1
3
0
3
Others
(1.1) (2.5) (0.0) (6.0)
87
118
63
50
Total
(100.0) (100.0) (100.0) (100.0)
Lack of price competitiveness

House repair/ construction/ environment

Convenience industry incl·
transportation/publishing/ccommodation

Non-agricultural manufacturing/
wholesale/ retail/ mining industry

forestry & livestock
production

Agriculture- and forestry -related
industry

Agriculture

、

16
10
10
104
(25.4) (10.5) (17.9) (19.5)
13
27
8
111
(20.6) (28.4) (14.3) (20.9)
19
37
22
236
(30.2) (38.9) (39.3) (44.4)
11
7
8
48
(17.5)

(7.4) (14.3)

(9.0)

4
14
8
33
(6.3) (14.7) (14.3) (6.2)
63
95
56
532
(100.0) (100.0) (100.0) (100.0)

4.2. Unstable growth of social economy organizations
In order to examine the sales trend of social economy organizations, we
asked whether the change in sales in 2014 is 10% or more, similar, or less than
10% compared to 2013, and how the sales would change in 2015 compared to
2014, and analyzed the results.
Sales trends for the two years are often similar. In other words, about 65% of
organizations with an increase of 10% or more in 2014 compared to 2013
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would expect the growth of sales in 2015. Organizations whose sales are
similar to the previous year (±10%) predict that the sales in the current year
would also be similar to the previous year (63.5%), and those whose sales
decreased from the previous year expect that the sales would decrease again
(53.6%). It can be seen that in many organizations sales trends continue for at
least a short period of time.
Table 5-23. Sales trends of social economy organizations
(2013→2014 and 2014→2015)
Unit: Ea, %
Forecast of sales in 2015 compared to 2014
Increase by
Similar
Decrease by
10% or more (within ±10%) 10% or more
Increase by 10%
or more
2014 sales
compared to 2013
(% in the line)
(Overall %)

Similar
(Within ±10%)
Decrease of 10%
or more

Total

141
(64.7)
(27.9)
46
(22.7)
(9.1)
21
(25.0)
(4.2)
208
(41.2)

60
(27.5)
(11.9)
129
(63.5)
(25.5)
18
(21.4)
(3.6)
207
(41.0)

17
(7.8)
(3.4)
28
(13.8)
(5.5)
45
(53.6)
(8.9)
90
(17.8)

Total
218
(100.0)
(43.2)
203
100.0
(40.2)
84
100.0
(16.6)
505
(100.0)

Note:  =168.532 p=0.000

Based on the 2-year sales trends, we classified the organizations into four
groups. The organizations, whose sales are expected to increase in 2014 by
10% or more or remain similar compared to the previous year and expected to
increase in 2015 by 10% or more, are classified as Type A. Those whose sales
in 2014 are expected to increase from or remain similar to 2013 and expected to
remain similar to 2014 in 2015 are classified as Type B. On the other hand,
those whose sales in 2014 are expected to decrease from or remain similar to
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2013 and also remain similar to 2014 in 2015 are classified as Type C. Lastly,
the other organizations are classified as Type D. The composition ratios of
Types A, B, C and D are 37.0%, 37.4%, 14.5% and 11.1% respectively. Sales
trends based on this classification are somewhat different by each policy
project. In the organizations designated as rural community corporations, there
are more Type A organizations (57.9%) and in the organizations subject to
social enterprise support projects, the percentage of Type A organizations is
high (45%). On the other hand, the organizations subject to self-support
support projects or receiving benefits from 2 or more projects are more likely to
be Type B. This sales trend seems to be related to the number of years they have
been established.
Table 5-24. Sales trends of each policy support project
Unit: Ea, %
Rural
Irrelevant to Benefit from
Community
Social Self-support
community
policy support 2 or more
businesses
enterprises business
corporations
projects
projects

Total

Type
A

36

11

67

22

24

27

187

(39.1)

(57.9)

(45.0)

(20.6)

(36.4)

(37.5)

(37.0)

Type
B

33

5

50

45

25

31

189

(35.9)

(26.3)

(33.6)

(42.1)

(37.9)

(43.1)

(37.4)

10

0

19

31

9

4

73

(10.9)

(0.0)

(12.8)

(29.0)

(13.6)

(5.6)

(14.5)

13

3

13

9

8

10

56

(14.1)

(15.8)

(8.7)

(8.4)

(12.1)

(13.9)

(11.1)

72

505

Type
C
Type
D
Total

92

19

149

107

66

(100.0)

(100.0)

(100.0)

(100.0)

(100.0)

(100.0) (100.0)

Comparing the organizations that are less than 5 years old with those that are
more than 6 years old, the percentage of Type A organizations is higher in the
organizations of 5 years or younger, while the percentage of Type B
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organizations is higher in those 6 years or older. In the meantime, the
percentage of Type C or D organizations is higher in the organizations of 6 years or
older, which implies that it is necessary to take measures to help the social economy
organizations that do not have stable sales, even if they are not newly established
social economy organizations, have stable sales or turn to a growing trend.
Table 5-25. Sales trends of organizations operating for 5 years or
less and those operating for 6 years or more
Unit: Ea, %

Type A
Type B
Type C
Type D
Total

5 years or less
121
(44.2)
90
(32.8)
36
(13.1)
27
(9.9)
274
(100.0)

6 years or more
65
(28.5)
98
(43.0)
36
(15.8)
29
(12.7)
228
(100.0)

Total
186
(37.1)
188
(37.5)
72
(14.3)
56
(11.2)
502
(100.0)

Note:  =13.167 p=0.004

4.3. Recognition of importance by industry
Social economy organizations in rural areas see the agriculture- and
forestry-related industry as an important business area to be pursued in rural
areas. Secondly, the medical/education/culture services and the creation of jobs
are of similar importance, followed by the agricultural, forestry and livestock
production and the support for the poor. It implies that the social economy
organizations recognize the agriculture- and forestry-related industry as the
part where they can contribute to most in rural areas.38 Since the agriculture
38

Food and beverage manufacturing including agricultural and livestock product
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and forestry industry accounts for a large part in rural areas, it is judged that
social economy organizations can contribute to the expansion of the front and
back industries related to the agriculture and forestry industry. The social
economy organizations are shown to be aware that they should play a role in
the areas of medical/education/culture services39 that are insufficient in rural
areas and should create jobs outside the agriculture-related industry.
Figure 5-9. Major areas where social economy organizations have to engage
Unit: Case

39

processing, agricultural products distribution (general), agricultural products distribution
(local food) in the region, and manufacturing, repair and sales of farming equipment/
materials are included.
This includes provision of caregiving and housekeeping (assistance of domestic work)
service, healthcare service, education service, childcare service, culture, physical
exercise, art and recreation related services, science and technology service business,
for example, research and development, information and knowledge.
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Table 5-26. Distribution of industry with top sales by response on
top priority area for business
Unit: Ea, %

Total

Others

Medical/ education/ culture
services

House repair/ construction/
environment

46
19
Agriculture, forestry and
livestock production
(46.9) (19.4)
31
85
Agriculture- and forestryrelated industry
(14.5) (39.7)
0
0
Non-agricultural manufacturing/
wholesale/ retail/mining
(0.0) (0.0)
Convenience industry incl.
0
1
transportation, publishing
(0.0) (6.7)
and accommodation
1
1
House repair/ construction/
environment
(2.6) (2.6)
5
7
Medical/ education/ culture
services
(5.2) (7.2)
11
10
Creation of jobs
(11.3) (10.3)
0
1
Support for the poor
(0.0) (7.7)
2
0
Others
(15.4) (0.0)
96 124
Total
(16.1) (20.8)

Convenience industry incl·
ransportation/ publishing/
accommodation

Required areas

Non-agricultural manufacturing/
wholesale/ retail/mining industry

、

Agriculture & forestry related
industry

Agriculture forestry and
livestock production

Industry

8
(8.2)
32
(15.0)
5
(50.0)
2

4
(4.1)
19
(8.9)
2
(20.0)
10

7
9
(7.1) (9.2)
8
27
(3.7) (12.6)
0
3
(0.0) (30.0)
1
1

5
98
(5.1) (100.0)
12
214
(5.6) (100.0)
0
10
(0.0) (100.0)
0
15

(13.3)

(66.7)

(6.7)

(6.7)

(0.0) (100.0)

1
(2.6)
7
(7.2)
10
(10.3)
1
(7.7)
1
(7.7)
67
(11.2)

2
(5.1)
7
(7.2)
10
(10.3)
2
(15.4)
1
(7.7)
57
(9.6)

26
(66.7)
10
(10.3)
16
(16.5)
5
(38.5)
1
(7.7)
74
(12.4)

4
(10.3)
49
(50.5)
16
(16.5)
3
(23.1)
0
(0.0)
112
(18.8)

4
(10.3)
12
(12.4)
24
(24.7)
1
(7.7)
8
(61.5)
66
(11.1)

39
(100.0)
97
(100.0)
97
(100.0)
13
(100.0)
13
(100.0)
596
(100.0)

All in No. 1, 2 and 3 answers to major areas where social economy
organizations have to engage, the agriculture- and forestry-related industry has
the highest percentage (Figure 5-9) but the next ranking industry areas show
different percentages. In No. 1, the agricultural, forestry and livestock
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production, the medical/education/ culture services, and the creation of jobs
appear to have similar importance. Among them, the medical/education/culture
services and the creation jobs have the second highest percentage in Rankings 2
and 3, after the agriculture- and forestry-related industry but the importance of
agricultural, forestry and livestock production is slightly lower in Rankings 2
and 3.
Social economy organizations appear to engage in the industries that they
generally think important. As shown in Table 5-26, which shows the
distribution of organizations in the top sales ranking industry by area where
social economy organizations are required to engage, it is often the case that the
area answered as the most important agrees with the top sales ranking industry
of the corresponding organization. It is also found that there is a correlation
between the agricultural, forestry and livestock production and the agricultureand forestry-related industries. Of the organizations that consider the
agricultural, forestry and livestock production most important, 46.9% are
engaged in agriculture, forestry and livestock production and 19.4% in the
agriculture- and forestry-related industry. Among those considering the
agriculture- and forestry-related industry most important, 14.5% are engaged in
the agricultural, forestry and livestock production, which is a relatively high
percentage. This implies that social economy organizations are aware of the
importance of related industries in operating the agriculture-related business.

4.4. Importance of each policy project recognized by social economy
organizations
For 18 items presented as policies that could be implemented to promote
social economy organizations, answers were given in 5-point scale. All except
5 items were given the average score of 4 points, "Important," or higher.
Among them, the policy for leadership training for social economy organizations,
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the policy to train youth manpower participating in social economy, and the
policy to urge local governments to enact ordinances to supporting social
economy and to facilitate preferential purchase by public institutions were
given high scores. It seems that social economy organizations in rural areas
require manpower-related policies and measures and have a lot of expectation
for the policy for preferential purchase by public institutions and the social
economy support policies based on the local government ordinances.
Especially, the agricultural association corporation regard the policy for
leadership training for social economy organizations more important than the
non-profit-organizations do. It shows that the agricultural association corporations,
which are engaged in the agricultural industry and mainly located in myeon
areas, is more aware of the importance of the leadership in their business
operation. In addition, they evaluate the following more important than other
types of social economy organizations do: the policy to support the integration
of government support organizations and groups, the policy to support
cooperatives and agricultural corporations that are not supported by the
government, and the policy for the municipalities to support public contests
where residents and organizations propose businesses.40

40

Differences among organizations are summarized in <Appendix 10>.
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Figure 5-10. Importance of policies to be implemented to promote
social economy

Table 5-27. Evaluation of importance of policies by organization
types by legal form (Leadership training)
Group

Average

Standard
deviation

Profit-seeking business

4.16

0.784

Agricultural associations

4.45

0.744

Cooperatives

4.24

0.847

Non-profit-organization

4.14

0.916

Total (N=599)

4.23

0.832

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
PSB

AA

3.293 0.020
*

C

NPO
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Policy items each type of organization considers important significantly
different.41 For the network activation policy to connect companies and people
interested in social economy, rural community corporations evaluate the least
important. The score for importance of enhancing the sales performance is
higher in rural organizations supported by social enterprises than in rural
community corporations or self-support businesses. For the policy of establishing
a department dedicated to social economy (professional recruitment, civil
servant training, etc.), organizations subject to two or more related support
policy projects rate it more important than other types do. It seems that those
organizations evaluate its importance higher because they have relatively more
communications with civil servants of the local governments compared to other
types of organizations. For the policy to encourage public institutions to
purchase goods and services of social economy organizations with priority,
which is shown to have a high importance score, social enterprises and
self-support business in particular evaluate it important. The percentages of
these organizations raising funds from business commissioning/agency
services are 15.6% and 20% respectively, which is significantly high.

5. Implications
Social economy organizations currently operating in rural Korea were born
in different legal and policy backgrounds. It is difficult to typify social
economy organizations on the basis of specific legal forms. However, it can be
classified into profit-seeking businesses, agricultural association corporations,
cooperative corporations, and non-profit organizations, considering their legal
forms and the extent pursuit of profit.
41

Differences among organizations are summarized in <Appendix 11>.
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According to such a classification, purposes of establishment of social
economy organizations, means of realization, and normative orientations are
shown diverse in a wide spectrum. There are social economy organizations that
place their priority purpose on "supporting the vulnerable class" and others that
place on "contributing to the community" in a broader sense. The most popular
means the social economy organizations adopt to realize their social purposes
is "creating jobs". On the other hand, the number of organizations aiming at
expanding the base of relational transaction within the region such as
purchasing goods from small-scale producers as raw materials, or innovating
the related institutions or social environment, is small. Although the number of
social economy organizations has recently surged in rural areas, it means that
there are still many tasks to be done until social economy organizations form a
network to act collectively or form cooperative ties with the public sector.
There are several indicators showing that the level of development of social
economy organization in rural areas is largely at the initial stage. There are
relatively many social economy organizations founded by entrepreneurs who
are trying to help the vulnerable class rather than those founded by the needs of
the community. Also, in terms of management, the percentage of utilizing the
human resources of the community is small in management and many
organizations do not evaluate themselves as having been founded by the
residents' initiatives and operating democratically. Of course, the difference in
each item varies with the type of organization.
Management indicators are also somewhat unstable. Assets and sales are
small, and the percentage of social economy organizations (such as community
businesses and social enterprises) receiving subsidies from the public sector
have a high percentage of subsidies in their finances. When operating profit or
surplus occur, it is often reinvested in the next years' business, which implies
that it is difficult to return the profit/surplus to the community or participants.
Above all, there is a high percentage of responses that it is not easy to raise the
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necessary funds to operate social economy organizations. In order for the social
economy in rural areas to take root, a financial support system, which can
support the social economy sector, such as social finance, is needed.

Social Economy Network and Governance
in Rural Areas

Chapter

1. Egocentric Network of Social Economy Organizations
The word "cooperative" or "solidarity" expresses the core operating principle
of the social economy sector. We have examined the current conditions of
various social economy organizations in rural areas using various indicators.
We can diagnose the current status of the social economy sector by examining
how and about what these social economy organizations cooperate with or in
solidarity with other organizations. Here, we summarize the results of the
egocentric network analysis42 of the social economy organizations obtained
from the survey.
Among social economy organizations subject to this survey, the percentage
of organizations that are members of a 'solidarity group', such as a consortium
or association of similar types of organizations, and the percentage of those that
42

The network analysis is divided into two kinds - analysis of the complete network and
analysis of the egocentric network - depending on the nature of data. The egocentric
network data shows the characteristics of the local network formed around the
respondents. "An individual's egocentric network consists of each individual actor and
the relationship with other actors who are related to the individual actor. If the total
sample size is N, there are N analysis units. In other words, it can be described by the
sum of number, intensity and other attributes of the relationships with other actors that
each individual has" (Lee JY 1996: 59).

6
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are not members are almost similar. Of the 608 social economy organizations,
315 (51.8%) joined the solidarity group.
Table 6-1. Organizations' status of joining the solidarity group by
legal form
Unit: Ea, %
Classification

Profit-seeking
business

Agricultural
associations

Cooperatives

Non-profit-org
anization

Total

Joined the solidarity
group

110
(55.6)

58
(57.4)

78
(45.1)

69
(50.7)

315
(51.8)

Not joined the
solidarity group

88
(44.4)

43
(42.6)

95
(54.9)

67
(49.3)

293
(48.2)

Table 6-2. Organizations' status of joining the solidarity group by
related support policy project
Unit: Ea, %
Benefit
Rural areas
Self-supp Irrelevant to
Community
Social
from 2
Classification
community
ort
policy
Total
business
enterprise
or more
corporation
business
projects
projects
Joined the
57
8
103
36
52
59
315
solidarity
(60.6)
(33.3)
(66.5)
(30.0)
(37.1) (78.7) (51.8)
group
Not joined the
16
52
84
88
16
293
37
solidarity
(66.7)
(33.5)
(70.0)
(62.9) (21.35) (48.2)
(39.4)
group
Note:  =76.117, p<0.001

Though not being statistically significant, for cooperatives, it is important to
note that the number of organizations that have not joined the solidarity group
is a little bit bigger than that of those joined. When a new organization is
established in the social economy sector in Europe or countries like Canada,
solidarity groups like the federation of cooperatives support the newly
established organization on multiple layers, and as a result, the new social
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economy organization naturally ends up joining the solidarity group. The rate
of joining the solidarity group in rural Korea shows that organization of the
solidarity groups is relatively low compared to such foreign countries.
The number of social economy organizations joining the solidarity group by
oganization type classified according to the related policy project varies at a
statistically significant level (Table 6-2).
For community businesses and social enterprises, there are solidarity groups
called Korean Community Business Association and Korean Central Council
of Social Enterprises respectively. They are organizations which beneficiaries
of the corresponding policy support projects are members, and they are
organized as corporations. They are involved in the processes of institutionalization
of cooperative relations with the Ministry of the Interior (community
businesses) and the Ministry of Employment and Labor (social enterprises)
while community business promotion projects and social enterprise promotion
projects are implemented.
For self-support businesses, there are the Central Self-Support Foundation at
the national level, and 14 regional support centers and 247 local self-support
centers as its umbrella organizations. The self-support center is a support
organization based on the National Basic Living Security Act. Though
exchanges and cooperation among self-support businesses are carried out
centering on this center, it is difficult to see the center as a solidarity group
organized by self-support businesses' bottom-up participation.
Rural community corporations are not the type in which policy support
projects encourage a new type of organization to be established. When it is
confirmed that an organization conforms to the characteristics of the rural
community corporation defined by the Ministry of Agriculture, Food and Rural
Affairs regardless of the legal form of the organization, the support project is
implemented in the way of designating the organization as a rural community
corporation.43 An extremely small proportion of the designated rural
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community corporations are subsidized.
It is natural that, when the central government's specific support policy
projects have been promoted over the years, social economy organizations that
have benefited from those projects attempted to organize an associations and
form partnership with government departments. However, it is difficult for the
solidarity group, which is formed according to such policy project system, to
establish itself as a solidarity group of various types of social economy
organizations established at the local level. Membership, i.e. the qualification
for joining the solidarity group, itself is restricted from the beginning.
When the social economy organizations, which are members of the
solidarity group, evaluated the activities of the solidarity group on the scale of 5
points, the results were mostly "moderate". There are two that stand out among
the scores for each item (Table 6-3). The item with the lowest score among
eight evaluation items is "funding (e.g., loan, investment) during the startup
process of social economy organizations". The item with the highest score is
"public relations and education about social economy for citizens".
Table 6-3. Evaluation of the solidarity group activities by social
economy organizations in rural areas
Item
Average Score
(1) Solidarity group does public relations and educational activities to promote
3.9
social economy and spread consensus. (N=311)
(2) Solidarity group conducts knowledge and information support activities
(e.g., training courses, consulting, etc.) to help newly established social
3.6
economy organizations. (N=311)
(3) Solidarity group provides financial supports (e.g., loans, investments) to
social economy organizations that are to be established or that have been
2.7
newly established. (N=309)
(4) Solidarity group trains manpower specialized in the social economy sector.
3.2
(N=312)
43

In the course of the survey, there were many cases where the organizations'
representatives did not even know that their organizations had been designated as rural
community corporations.
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Item
Average Score
(5) Solidarity group conducts research activities to develop social economy3.3
related policies. (N=309)
(6) Solidarity group is performing certain activities jointly with the local
government to build a public-private cooperation system with respect to
3.5
social economy (e.g., forum, ordinance enactment, etc.). (N=310)
(7) Solidarity group is doing activities to promote the cooperation with member
organizations with regards to the purchase of raw materials intermediate
3.3
goods. (N=308)
(8) Solidarity group is doing activities to promote the cooperation with member
3.6
organizations with respect to the sale of goods and services. (N=309)

Whether or not the social economy organizations that have joined the solidarity
group are actually cooperating with other social economy organizations in their
management is an indirect indicator that shows to what extent the solidarity
group is actually realizing the principles of cooperation and solidarity in the
social economy sector. There are significant differences between the
organizations that have joined the solidarity group and those that have not in all
six detailed activity items of cooperation (or solidarity) with other social
economy organizations (Table 6-3).
The percentage of responses saying that they have experiences in
cooperation with other organizations is 23.0% at the lowest to 31.3% at the
highest. When compared to the fact that the percentage of social economy
organizations that have joined the solidarity group is 51.8%, it is a considerably
low level. In other words, about half of the social economy organizations in
rural areas join the solidarity groups like various councils but not as many
organizations as them have developed cooperative relationship with other
organizations in their management process. In terms of the percentage of
cooperative relationship for each item, maintaining the cooperative relationship
for technology and information support shows the highest percentage of 31.3%.
The percentage of cooperative relationship related to funding or in-kind
support is the lowest.
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There is a significant difference in the percentage of cooperative
relationships with other organizations in all items between the social economy
organizations that have joined the solidarity group and those that have not.
However, it is difficult to reveal the causal relationship as to whether the
solidarity group activities are the result of promoting the cooperation of social
economy organizations or the result created as the organizations, which have
established cooperative relationship with other social economy organizations,
have more tendency to join the solidarity group. However, it can be seen that
there is a significant correlation. It is strongly suggested that the activities
undertaken by the solidarity group of social economy organizations should
support substantial management cooperation among the organizations.
Table 6-4. Cross-sectional comparison of cooperative relationship
with other organizations (based on whether an organization joined
the solidarity group)
Unit: Ea, %

Item

Joined solidarity
group?

Total
(N=608)



Yes
(N=315)

No
(N=293)

(1) Cooperate with an organization(s) in purchasing
of raw materials and intermediate products

105
(33.3)

40
(13.7)

145
(23.8)

32.4***

(2) Cooperate with an organization(s) in selling
services, goods and raw materials.

122
(38.7)

51
(17.4)

173
(28.5)

33.9***

(3) Cooperate with an organization(s) in securing
professional manpower and volunteers.

119
(37.8)

48
(16.4)

167
(27.5)

34.9***

(4) Cooperate with an organization(s) in funding
and mobilizing funds (including donations).

109
(34.6)

41
(14.0)

150
(24.7)

34.7***

(5) Cooperate with an organization(s) with regards
to in-kind support.

100
(31.7)

40
(13.7)

140
(23.0)

28.0***

(6) Cooperate with an organization(s) in regards
to technology and information supports.
***: p<.001

138
(43.8)

52
(17.7)

190
(31.3)

48.0***
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2. Networks of Social Economy Organizations
Networks of social economy organizations started to form at the local and
regional governments' level. These networks have the characteristics of
bottom-up organizations formed by the participation of various types of social
economy organizations.44 Social economy networks that have been known so
far are as shown in Table 6-5.45
Units that form social economy network organizations are various. In addition
to (general) cooperatives, social cooperatives, social enterprises, self-support
organizations, community businesses and rural community corporations in
accordance with the Framework Act on Cooperatives, which are presented as
major types of social economy organizations in this research, many other types
of organizations are participating. Though not covered with focus in this
research, some of the cooperatives, which were established before the
enactment of the Framework Act on Cooperatives and which should regarded
44

45

There are also a quite number of cases in which social activist organizations, not the
organizations organized from below by the participation of social economy organizations,
carry out various social economy-related support activities (especially commissioned
from the public sector) at the regional government level. Such cases are closer to the
so-called "intermediate support organization" that assists social economy organizations,
rather than the "network of social economy organizations", so they are not addressed in
this section. Organizations that perform assisting activities for the social economy
organizations at the regional government level are Chungnam Social Economy
Network Foundation, Gangwon Provincial Social Economy Support Center, Jeonnam
Integrated Social Economy Support Center, Gyeongnam Social Economic Support
Foundation, and People and Economy Foundation [Chungbuk Social Economy Center].
On the other hand, there are network organizations formed by the beneficiaries of
specific policy support projects at the regional level, such as community business
associations and social enterprises councils, but they are not addressed here.
Here, the actual conditions of social economy network organizations are examined
centering on Chuncheon Social Economy Network and Jeonbuk Cooperative Society
Solidarity.
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as belonging to the social economy sector in principle, are also participating. It
is noticeable that unlike consumers’ cooperatives and credit unions, agricultural
cooperatives are not participating.

Table 6-5. Social economy network organizations at the local and
regional government level
Name

Year
Legal form
established

Wonju
Cooperative's
Social
2003
Economy
Network

Major activities

Participating organizations

Credit cooperatives (2),
consumers' cooperatives (4),
agricultural corporations (4),
general cooperatives(4), social
▪Promote
cooperatives (1), corporations
cooperation among (3), partnership (1), social
participating
welfare organizations (2), local
Social
organizations
self-support center (1),
Cooperative
▪Training &
educational movement
researches
organizations (2), cultural
▪Funding
movement organizations (3),
village community (1)
[12 social enterprises out of total
28 organizations]

Jeju
Social
Economy
Network

2013

▪Education/research
▪PR on participating
Consumers' cooperative (1),
organizations
local self-support centers (2),
▪PR on social
agricultural corporations (3),
economy
limited company (1),
▪Promote
corporations (3), environmental
cooperation among
movement organizations (1),
Corporation
participating
civic groups (2), general
organizations
entrepreneurs (2), foundation (1)
(resource sharing)
▪Create an
[One social enterprise out of
institutional
total 16 organizations]
environment for
social economy

Chuncheon
social
economy

2008

Private
organization

▪Support the start-up Corporations (12), cooperatives
of social economy (3), agricultural corporations (2),
organizations
corporations (6), general
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Name

Year
Legal form
established

network

Jeonbuk
Cooperatives
Social
2014
Solidarity
Council

Major activities
▪Education/research
▪Create an
institutional
environment for
social economy
▪Promote
cooperation among
participating
organizations (joint
marketing,
relational
transaction)
▪Small-amount
mutual relief
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Participating organizations
entrepreneurs (6), local
self-support centers (2),
consumers' cooperatives (3),
social welfare institutions (2),
job support organization (1),
private organization (4),
foundation (1), workplaces for
the disabled (2)

[14 preliminary social
enterprises, 9 social enterprises,
one community business, two
self-support businesses and 9
civil social organizations out of
total 44 organizations]
Cooperative (1), consumers'
cooperatives (4), credit union
(1), regional intermediate
support organizations (3),
regional self-support center (1),
civic groups (5),
▪Education/research regional social enterprise council
▪Promote
(1), self-support association (1),
cooperation among social cooperative (1), farmers'
participating
organizations (2), basic
organizations (joint intermediate support
Private
organization marketing)
organizations (2),
▪Create an
basic social economy network
institutional
organizations (5), local
environment for
self-support center (1), village
social economy
communities (2), social welfare
institution (1)
[Social economy network
organizations and 5 intermediate
support organizations out of
total 31 organizations]

The legal status of the participating organization is not limited to
corporations or legal entities. In every area, civic groups or farmers' associations
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participate in the network. This suggests that the viewpoint of defining social
economy only as a sub-area exclusively occupying a part of the entire market
economy is not valid. While there are some cases where self-support businesses
are directly involved in the network of social economy organizations
(Chuncheon), there are more cases where local and regional self-support
centers participate in it.
For reference, Jeonbuk Cooperatives Social Solidarity Council has a unique
organizational structure. Unlike other network organizations, it maintains the
hierarchy of the middle layer. The network organizations of frontline social
economy organizations participate in the Jeonbuk Cooperatives Social Solidarity
Council. For example, Jeonbuk Social Enterprises Council, Jeonbuk Self-support
Association, Wanju Cooperatives Social Solidarity, and Together-with Jeonbuk
Regional Development Cooperative46 are participants. Another characteristic
is that the so-called intermediate support organizations, which assist the
start-up or various practical activities of the social economy sector, are actively
involved in Jeonbuk Cooperative Social Solidarity Council.
The solidarity groups that are formed as networks of social economy
organizations generally perform some common functions. The most obvious
function is educational activities. The educational activities can be classified
into several types according to their contents. Education to support the
establishment (or start-up) of new social economy organizations, education on
46

Jeonbuk Regional Development Cooperative officially has 44 individuals as members
but most of these members are in positions to represent their own social economy
organizations. In fact, it functions as a network of social economy organizations. In its
Articles of Incorporation, the purposes of Jeonbuk Regional Development Cooperative
are to "establish a healthy ecosystem of the regional cyclical economy through the
cooperatives' voluntary, independent and self-help activities; aim at carrying out
activities for sustainable development of the Jeonbuk region; support individual and
organizational cooperative-related activities; and support the establishment and
operation of cooperatives and regional development cooperatives" (Article 2 Purpose).
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social economy (or cooperative) movements, and education on the operational
practices of management bodies (financial, accounting, labor management,
etc.) are examples. Chuncheon Social Economy Network (SN1) has been
operating a 78-hour curriculum for five years, which is titled Social Economy
Entrepreneurship Academy. The curriculum is sponsored by the City of
Chuncheon and the Ministry of Employment and Labor. Jeonbuk Cooperative
Social Solidarity Council does not run a curriculum that supports business
start-ups, but conducts educational activities aimed at fostering activists as
temporary programs, such as workshops or forums, or as regular programs. In
particular, it runs under 10 courses twice a year in 2014 to foster activists.
The second most obvious activity is the effort to create an institutional
environment related to social economy. It is an important task for the solidarity
groups to have the local government enact ordinances that will help expand the
social economy sector. These network organizations promoting the public
opinion through various forums and workshops, and trying to persuade the
local governments.
The third activity is economic cooperation among social economy
organizations participating in the network organization. Types of cooperation
include joint procurement of commodities, joint promotion, relational transaction
among social economy organizations, and financial cooperation (mutual aids,
mutual financing, and investment). One of the most active economic cooperation
activities within the network organization is joint promotion. Both Chuncheon
Social Cooperative Solidarity Council and Jeonbuk Cooperative Social
Solidarity Council are actively promoting joint promotions (e.g., social
economy marketplaces) or operate joint stores.
A remarkable characteristic of the overseas cooperative communities, such
as the well-known Mondragon and Bologna, is that the density of investment
relationships or relational transactions among social economy organizations is
very high. In Korea, there is no comparable investment relationship or
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relational transaction network. Only in the City of Wonju City or in Hongdong
myeon in the County of Hongseong, which have a long history of cooperative
movement and a high concentration of social economy organizations within a
small area, the density of investment relationships and relational transactions is
somewhat high. Together-with Jeonbuk Regional Development Cooperative, a
social economy organization belonging to Jeonbuk Cooperative Solidarity
Council, aims at supporting the establishment of social economy organizations
in the region. In addition to education and consulting during the establishment
process, it establishes it as an important strategy to form network among social
economy organization by raising funds and supporting the organizations in the
form of loans or investments. However, since sufficient funds are not yet
secured, it is mainly conducting activities like education, research, and
consulting.
Chuncheon does not share a view like certain somewhat macroscopic discourse.
On the contrary, Wonju shares those things very earnestly, but Chuncheon doesn't.
Rather, it seems to be doing a bit countrified networking activities like setting up a
joint store this and hold sports festivals. There is no one experienced enough to
present a discourse. So, in fact, the internal transactions [relational transactions], of
course regrettable, are difficult because no one agrees with it. It's not because
someone suggests any reason but I think it happens naturally through acquaintances...
In fact, the consumers' cooperative tends to be naturally related to foods. Also,
people watch plays a lot and whenever there is a theater program, we Chuncheon
Consumers Cooperative put up posters on the walls near social enterprises in
Chuncheon, and give discounts to people from the same network... These are natural.
Like exchange labors when there are events. Then… there's a self-support business
called Big San, a sandwich company and people favors it a lot. When you need
snacks, everybody goes there. I think it is almost generalized. And for self-support
businesses that sell or deliver side dishes or lunch boxes, people have particular
affection and keep good relationships. When it is related to foods, it seems that more
people are involved, more people use. There is also social enterprise doing spicy
stir-fried chicken (dak-galbi) business. Everyone goes there as their first choice.
Though we do as well now, there is a paper making company, A4-size paper making
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company... and many people put their orders there. And, there is a youth company
that guides people through traditional markets, like a culture tour. It's a program
organization, inviting corporations and having talks about things like this. It is
formed naturally when you hang around every year... Someone says… it's is a gift
economy. It's difficult to quantify what we do. If I just say emotional things only, it
may sound a bit consuming, but it's substantial… as you exchange gifts. Today, Big
San, the sandwich company I mentioned earlier, has made an entry to the provincial
government building. It's just entry… not like opening a store, but just putting some
sandwich products on a cafe for sale. Still, everyone congratulates when invited.
That's it. It's so natural. There are two characteristics of being open. Social economy
of Chuncheon has started together with a civil society, and now individual members
sponsor... but it's not just one company. Like they sponsored the civil society
organizations in the olden days, people are still sponsoring Chuncheon social
economy. The fact that there is such a thing is ... it's not that it is actually tightly
bound among companies but it's rather extensive. The other thing is that... last year,
there were 38 and this year we're going to have 60... It’ll be about 60. We cannot
decide it... as now we have 46 members and always more cooperatives emerge.
Then, we do the activities together. However, we are not that picky about whether
they are a registered network member and whether they have paid membership fees
or not. So we just assume that there will be about 60 altogether. We don't force them
"to join the network". I told you earlier that if the City of Chuncheon had been active
in doing so... you mentioned about Chuncheon social economy pie... it might have
been possible. But, as it is not so, and we are not developed on that matter either, so
it's just an economy where we share among us. It's just that we are keen to this extent.
There's no such thing as a bigger picture. People like me also hate pictures... For
example, it is natural for me to get ice cream or coffee from the cafe in the
consumers' cooperative, as I am a consumers' cooperative member. It is true that
[relational transactions] have increased a lot. That's right. In fact, most of the
companies feel... that participating in networking is helpful... though I myself is a
representative, it is endless. As for job support, it is quite a huge amount of money
supported… wither it was facility support or business support... there has been a lot
of support here and there... but as time passes... what can I say... you just forget. Of
course when you receive it... you feel grateful at first... but the more support you get,
it seems to be taken for granted. For the Chuncheon network, it is true that some of
the things you said have moved into a certain side little by little. A big picture that
covers all these. Whether it is distribution of raw materials or businesses that can
revitalize all these things, it needs a lot of money and a lot of contribution. We
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haven't been able to do such plans well, I think that it would still be difficult to do in
the future.
(Representative of Chuncheon Consumers' Cooperative, the Chuncheon Social
Economy Network)

3. Implications
It is shown that social economy organizations have begun to spread the
activities in various directions, which would have been difficult for them to
promote individually, by forming a network. However, the size and density of
the network organization is insignificant compared to the number of social
economy organizations in rural areas across the country. It implies that social
economy in rural Korea is still in the early stages of development.
The network organization of social economy organizations has assumed
various tasks. Education, research, public relations, and co-marketing are the
activities being most actively promoted. The characteristics of social economy
organizations, which are often discussed in the study of overseas cases with
long history, such as relational transactions, social financing, and strong
partnerships with the public sector are not yet obvious. They are what the social
economy sector assume as an important task.
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Chapter

1. Summary
As the market failure and the government failure overlap, the class that does
not have access to the public and private services needed for living is increasing
in the rural community. In other words, the problem of social exclusion is
becoming serious. As a self-help practice for the rural residents to organize
economic activities to cope with the situation, social economy is drawing
attention. Similarly, community business has begun to spread. Though these
two types of practices seem to be different movements at first glance in rural
Korea, it is fine to consider them as the same practice which the same entity is
pursuing with the same normative orientation.
Apart from agricultural cooperatives, credit unions, fisheries cooperatives,
and consumers’ cooperatives that have operated in rural areas for a long time,
community businesses and social economy organizations that have emerged
with various institutional bases since the late 1990s will amount to
approximately 2,500 to 3,000. It is estimated that approximately 45,000 to
55,000 people are employed by new social economy organizations in rural
areas. Given that the number of people employed in rural areas including those
engaged in agriculture and forestry is a little bit over 4 million people, 1.1 to
1.4% of the employment in rural areas is managed by newly established social
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economy organizations. On top of this, when the number of employees of
conventional cooperatives such as agricultural cooperatives and credit unions
is taken into consideration, the percentage of the social economy sector in the
employment in rural Korea seems to be about 3%. Though a small percentage,
it is not negligible, and it is noticeable that the percentage is soaring in recent
years.
The social economy organizations in rural areas have various legal statuses.
These include commonly known self-support businesses, social enterprises,
cooperatives, community businesses, and rural community corporations. More
than half of these organizations emerged in the last three years. Considering the
population proportion in urban and rural areas, it can be evaluated that they are
more active in rural areas. Among the social purposes that these organizations
pursue, i.e., the community problems to be solved, “to provide jobs to the
vulnerable class" or "to provide necessary social services" is the answer mostly
frequently given. Social economy organizations are not simply market economy
organizations but move with a certain normative orientation. It is shown that,
among various value orientations, the initiative and participation of local
residents and the return of profits to the society are relatively less realized.
These organizations operate in various industries, with more than half
operating in the agricultural production and the agriculture-related industries.
The regional characteristics of rural area are reflected. The average of total
assets of the surveyed organizations is about 300 million Korean won (KRW),
equity capital 160 million KRW, liabilities 130 million KRW, and operating
profit/surplus is 110 million KRW. However, the deviation is very large from
large to small ones. Half of them are without liabilities, and about 1/4 of them
have more liabilities than equity capital. The most important source of funding
is sales of goods and services, which account for 63.3% of total funding on
average. The revenue from the business commission or agency services for the
public sector accounts for 12.6% of the entire funding sources. The percentage
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of subsidies is 11.9%. They reinvest more than 45% of profit or surplus and the
percentage of profit/surplus returned to the society is 12.5%. The organizations
employs an average of 18.3 people per business, so they are small-scale in
general. In terms of management difficulties, "lack of funds" is the most common.
Social economy and community business in rural areas can be evaluated as
being in their initial stage. Their management indicators also show large risks
small scales. Solidarity and cooperation among social economy organizations,
and the governance with the public sector, especially with local governments,
have been presupposed as important takes' for deepening and expanding social
economy in rural areas, but their realization is negligible. Cooperative activities
within the network of social economy organizations are carried out in various
ways. However, cooperative activities that are practically and economically
helpful, such as relational transactions and social financial system construction,
are still at the initial stage. Of the local governments in rural areas, less than
10% have laid the foundations for establishing governance with the social
economy sector by improving the legal system such as ordinances. Currently,
the legal system including enactment of ordinances is not sufficiently
maintained and it is even more difficult to find a place where social economy
governance is formed in a substantial sense. Considering that the practice of
social economy is sometimes a proxy for public sector policies and serves as a
strategy to effectively solve rural community problems faced by local
governments, cooperative governance between the local governments and the
social economy sector is very important. It is because various measures to
foster social economy organizations and help sustainable management can be
implemented through governance.
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2. Activation Plans
2.1. Realization of social economy based on the rural community's needs
There are many motives for establishing social economy organizations.
There may be social enterprises starting from the entrepreneur's personal
interest in the socially excluded class, and there may be social economy
organizations established as self-support business of the economically weak
who have low income and/or who are unemployed. In line with this, various
policy support projects promoted along with the administrative system
originated from the central government ministries may serve as incentives.
Whatever motivated the social economy organizations to start, the community's
needs must be clearly identified and efforts to meet those needs should lead the
social economy. Establishment and operation of the social economy sector,
which is not based on the community's needs and its social capital, may be
driven by external (e.g., government) funding but cannot help being vulnerable
in terms of sustainability.
There are some advantages to be expected from the perspective of social
economy practice based on the needs of the community. These advantages are
the very feature and principles that differentiate social economy from general
market economy. First, a broader social support can be secured from the
community members beyond individual or individual management levels.
Community support is a solid basis for politically justifying social economy
activity in the form of residents' economic intervention in or control of the
public sector. The area in which social economy organizations based on the
community's needs is where there are clear market opportunities (even if they
are small, or even though they have to be sustained by the public sector's
interest and support). Lastly, the activities of social economy organizations
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based on the needs of the community are beneficial to mobilize social capital.
Though it is difficult to convert to monetary value, social capital exerts a
powerful force in mobilizing the resources necessary for management in small
especially in a small world like rural community.
Apart from the frame of social economy in a narrow sense, the rural
development project that moves from the bottom to address the community's
needs (bottom-up approach) has been developed in various forms. There are
also a few related policies. For example, there are town development movements
that have expanded the rural areas as much as the social economy sector has
done, and there are main agents of lifelong learning movement and community
welfare movement that have rooted in rural areas. A few rural development
policies, which advocate a bottom-up approach at the village or community
level, have also been implemented. All these movements initiated by the
residents have the same understanding as the social economy sector in that they
are moves to meet the needs of the community. It is necessary to integrate and
cooperate with various agents of rural community movements rather than
defining and building walls around social economy based on organizational
types such as cooperatives, social enterprises, and self-support business. In
addition, there are traditional cooperatives (agricultural cooperatives, credit
unions, etc.) that have relatively large resources. Solidarity with these
organizations is also an important task. Furthermore, it should be possible to
use various kinds of rural development policies as important opportunities.

2.2. Deepening and expanding the network among social economy
organizations
An important means of ensuring the sustainability of social economy is
solidarity and cooperation among social economy organizations. Deepening
and expanding the network is a key development direction for the social
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economy sector in rural areas. There are a number of challenges to be addressed
under the strategy of deepening and expanding the network of social economy
organizations.
The social economy solidarity group should lead flexible support activities
such as education and consulting to support the establishment of social
economy organizations. In particular, they have to make efforts to establish a
main agent of supporting activities at the level of local governments or at a
lower level. So far, various types of intermediate support organizations have
been carrying out supporting functions commissioned by the central government
departments to provide assistance functions at the level of the regional
government. However, most of the main tasks of assistance functions are
staying at the level of guiding laws and administrative guidelines. In addition,
because it is at the regional government level, there is a limit for the supporting
organizations to act in daily and close relationships with community residents.
In other words, it is difficult for them to make efforts to establish social economy
organizations that start from the needs of local residents. Furthermore, there is a
problem that they focus on the establishment of organizations of the type
prescribed by the corresponding policy support project only, that is, a problem
of "partition structure" among government departments.
It is confirmed that the subsidies from central government agencies and the
public procurement market including preferential purchase by local governments
have significant contributions to the financial stability of social economy
organizations. However, public support cannot continue indefinitely and, as the
basic value of social economy is in line with the autonomy of civil society, it is
important to expand the market for sustainable social economy. It is a task to be
urgently and continuously implemented, to expand the network of the network
of relational transactions among social economy organizations.
One of important means that enables autonomous regulation of the entire
social economy sector as well as contributing to the financial stability of social
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economy organizations is to create an investment network for social economy
organizations. This is also a major challenge for the social economy sector of
rural Korea. It is necessary to define as a med- and long-term development task
for the social economy sector to establish the investment network, and to
develop appropriate measures. So-called social financing debate has begun to
take place, which is closely related to the investment network of social
economy organizations.
In order to secure necessary financial resources, several means are being
discussed, including plans to raise separate social economy funds, to improve
the system so that the existing organizations dealing with mutual financing
contribute within the social economy sector, and to form a centripetal
organization with accumulated assets within the social economy network (e.g.,
Jeonbuk Regional Development Cooperatives).
Efforts need to be made to demand and persuade the local governments to
recognize the value of activities of the social economy sector and provide a
stage for them to operate. It is a difficult task that individual social economy
organizations can achieve on their own. Social economy organizations should
work together to form governance with local governments. Governance with
local governments should specifically focus on forming an institutional environment,
including the enactment of ordinances, in which social economy organizations
can actively operate, and creating opportunities for the social economy sector
to participate in various policy projects implemented by the local governments
if they are to meet the needs of the rural community. This will be an important
means for the social economy sector in securing the public procurement
market.
Organizations like social enterprises and self-support businesses, which have
made creating income and jobs for the vulnerable class as their top priority,
have to interact more with the community, while (general) cooperatives and
community business organizations whose primary purpose is to pursue their

160

Summary and Suggestions

members' interests should cooperate in the direction of paying more attention to
the issues of the vulnerable class and the needs of the community.
In reality, it is indispensable to form solidarity with cooperatives such as
agricultural cooperatives and credit unions, which have the most human and
material resources in rural areas. Local agricultural cooperatives are faced with
unprecedented business needs expressed in various fields (for example,
discussions about local agricultural cooperative support centers, bio-agriculture
support centers) due to the aging of their members and diversification of
demographic characteristics. It is difficult for the local agricultural cooperatives
to solve these on its own, and it does not seem desirable to do so either. The
entire social economy sector should form solidarity and, in the process of solidarity,
traditional cooperative organizations should be allowed to participate.

2.3. Direction and tasks for legal and policy maintenance
The situation in which a large number of various types of social economy
organizations are established based on individual legal and policy projects
makes it a huge task to establish the identity of social economy organizations.
Also, a diversified policy implementation system (vertical governance) restricts
solidarity and cooperation among different types of social economy organizations
in rural areas. The recent debate on the establishment of the Framework Act on
Social Economy may be interpreted as part of an effort to resolve this situation.
With the way in which social economy organizations are listed within the
Framework Act while individual laws with significant weight are still
preserved, it is difficult to overcome this situation. The question of what type of
organization to include or exclude in the social economy segment will still
remain. Especially, what about traditional cooperatives like agricultural
cooperatives or credit unions?
A legislative system should be maintained so that the center of gravity can be
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shifted from the vertical governance formed based on individual legislative and
policy implementation system to the horizontal governance based on the
partnership relationship between the local and regional governments and the
social economy sector. In other words, the localization of social economy
governance should be promoted. This should be done primarily through such
measures as the enactment and amendment of ordinances at the local government
level and the improvement of policy implementation system. Social enterprises
must overcome the limit of the systematized governance through the Korea
Social Enterprises Promotion Agency and its branch organizations; community
businesses through the Community Business Council; rural community
corporations through the Korea Rural Community Corporation; self-support
businesses through the Central Self-Support Foundation and its guardian
agency system leading to local self-support centers. Companion to the social
economy sector In order to promote business and service delivery in a way that
forms the total, detailed guidelines should be reviewed and room should be
improved.
When the implementation system (or the policy service delivery system) for
various policy projects of different government departments for the rural area
involves the mobilization of human and material resources of the private sector,
it must be improved in a way that the projects are promoted through partnership
with the social economy sector, rather than being left to be solved within
individual implementation systems, and detailed guidelines are reviewed to
deliver necessary services.

2.4. Roles of the local government
The formation of governance based on the partnership with the social
economy sector is the most important task. The urgent task for systematically
promoting the formation of governance is to enact or maintain related regulations.
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The commissioning of public services and the preferential purchase are excellent
means to form governance with the social economy sector and enhance the
effectiveness of policy implementation without additional budget burden.
Main assistance agents should supported without being bound to any legal
form or policy project, i.e., with the partition structure being eliminated. Space
for solidarity and cooperation should be created at the local and regional
government level, and a body should be formed that assists all social economy
and community business organizations regardless of legal forms or policy
projects. For example, though it should be evaluated after it makes progress,
the Province of Chungcheongnam has established a support organization
named "Village Development Support Center" and has been trying to establish
supporting agencies named "Village Development Support Center" or "Community
Support Center" in the cities and counties in the Province. Though these
supporting agencies have the word "village" or "community" in their names,
they are making efforts in essence to serve as places where various subjects of
civil society such as social economy organizations, village development
movement, lifelong learning, self-support, and volunteer organizations can participate.
An important condition to be met when such supporting agencies are
established at the local government level is the support for comprehensive
operating costs (especially labor costs). Social economy practice should be
based on the needs of the community but, in the early stage where residents
identify their needs, it is often accompanied by the stimulation of outsiders or
activists. The bottom line of practice, which cannot leave many management
indicators to represent the results of operation of social economy organizations,
starts with constant communication and learning. This is usually a part of the
public policy that is excluded from the calculation because it is difficult to
estimate the benefit-cost and therefore it is the area where policy input is the
weakest. It is also interlinked with the issue of human resources, which many
social economy organizations consider as an important policy demand.
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Appendix 1

Regional Supporting Agencies in Cooperation with Korea
Social Enterprise Promotion Agency47
○ Regional supporting agencies are delegated with the support policy

project practices to foster social enterprises. Recently, they have been
involved with cooperatives according to the Framework Act on Cooperatives
and social cooperatives. So, sometimes, they are named as "regional
(integrated) support organizations." Their main tasks are summarized as
follows:
- Find and support business models for metropolitan cities and provinces
- Practical support for regional seminars and conferences
- Support commercialization of business models of preliminary social
enterprises by evaluating their profitability, specificity and marketability,
and support completing their applications.
- Ongoing consultation for certification of social enterprises
- Management consultation and consulting support for general management,
labor, marketing, and other fields
- Support screening of agencies to be in charge of financial support projects
- Promote connection of resources among regions (local governments,
corporations, pro bono, etc.)
- Build regional (preliminary) social enterprises networks
- Train project execution agencies and participating workers

47

The date is quoted from the Korea Social Enterprise Promotion Agency website
(www.socialenterprise.or.kr).
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○ The following is the list of regional supporting agencies:

- Seoul: Korea Micro-credit Joyful Union
- Gyeonggi Province: People and Society (social cooperative)
- Incheon: Socio-Cultural Policy Institute
- Gangwon Province: Gangwon Social Economy Support Center
- Daegu/Gyeongsanbuk Province: Community and Economy
- Busan: Social Enterprise Institute
- Ulsan: Ulsan Social Economy Support Center (social cooperative)
- Gyeongsangnam Province: Gyeongnam Social Economy Support Center
- Gwangju: Gwangju NGO Social Economy Support Center
- Jeollabuk Province: Jeonbuk Social Economy Forum
- Jeollanam Province: Jeonnam Regional Development Forum
- Jeju Province: Jeju Social Economy Network
- Daejeon: Daejeon Social Economy Institute (cooperative)
- Chungcheongbuk Province: Chungbuk Social Economy Center
- Chungcheongnam Province: Chungnam Social Economy Network
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Certified Social Enterprises in Each Regional
Government
Unit: Ea, %
Location

Nationwide

Rural areas (eup, myeon)

Seoul

231 (18.5)

0 (0.0)

Busan

79 (6.3)

1 (0.3)

Daegu

54 (4.3)

2 (0.7)

Incheon

71 (5.7)

3 (1.0)

Gwangju

56 (4.5)

0 (0.0)

Daejeon

33 (2.6)

0 (0.0)

Ulsan

43 (3.4)

13 (4.5)

Sejong Special Autonomous City

2 (0.2)

2 (0.7)

Gyeonggi-do

189 (15.1)

43 (14.9)

Gangwon-do

65 (5.2)

29 (10.0)

Chungcheongbuk-do

64 (5.1)

26 (9.0)

Chungcheongnam-do

54 (4.3)

30 (10.4)

Jeollabuk-do

84 (6.7)

32 (11.1)

Jeollanam-do

58 (4.6)

32 (11.1)

Gyeongsangbuk-do

75 (6.0)

39 (13.5)

Gyeongsangnam-do

61 (4.9)

25 (8.7)

Jeju Special Autonomous City

32 (2.6)

12 (4.2)

Total

1,251 (100.0)

289 (100.0)

Note: As of December 22, 2014
Source: Korea Social Enterprise Promotion Agency (www.socialenterprise.or.kr).
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Cooperatives in Each Regional Government
Unit: Ea, %
Location

Nationwide

Seoul

2,169 (27.0)

Rural areas (eup, myeon)
0 (0.0)

Busan

438 (5.4)

25 (1.6)

Daegu

338 (4.2)

13 (0.8)

Incheon

238 (3.0)

19 (1.2)

Gwangju

524 (6.5)

0 (0.0)

Daejeon

324 (4.0)

0 (0.0)

Ulsan

157 (2.0)

28 (1.8)

Sejong Special Autonomous City

34 (0.4)

29 (1.9)

Gyeonggi-do

1,315 (16.4)

303 (19.4)

Gangwon-do

394 (4.9)

183 (11.7)

Chungcheongbuk-do

270 (3.4)

113 (7.2)

Chungcheongnam-do

281 (3.5)

184 (11.8)

Jeollabuk-do

505 (6.3)

164 (10.5)

Jeollanam-do

321 (4.0)

203 (13.0)

Gyeongsangbuk-do

323 (4.0)

152 (9.7)

Gyeongsangnam-do

289 (3.6)

117 (7.5)

Jeju Special Autonomous City

122 (1.5)

31 (2.0)

Total

8,042 (100.0)

1,564 (100.0)

Source: Korea Cooperatives website (www.coop.go.kr: October 15, 2015).
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Appendix 4

Community Business in Each Regional Government
Unit: Ea, %
Location

Nationwide

Seoul

92 (7.4)

Rural areas (eup, myeon)
0 (0.0)

Busan

75 (6.0)

8 (1.1)

Daegu

78 (6.2)

10 (1.3)

Incheon

55 (4.4)

9 (1.2)

Gwangju

52 (4.2)

0 (0.0)

Daejeon

47 (3.8)

0 (0.0)

Ulsan

26 (2.1)

5 (0.7)

Sejong Special Autonomous City

12 (1.0)

12 (1.6)

Gyeonggi-do

162 (13.0)

88 (11.7)

Gangwon-do

94 (7.5)

83 (11.1)

Chungcheongbuk-do

69 (5.5)

57 (7.6)

Chungcheongnam-do

87 (7.0)

87 (11.6)

Jeollabuk-do

88 (7.0)

82 (10.9)

Jeollanam-do

109 (8.7)

107 (14.2)

Gyeongsangbuk-do

87 (7.0)

87 (11.6)

Gyeongsangnam-do

90 (7.2)

90 (12.0)

Jeju Special Autonomous City

26 (2.1)

26 (3.5)

Total
1,249 (100.0)
751 (100.0)
Source: Current conditions of community business, posted on Public Data Portal (www.data.
go.kr: December 31, 2014) (Ministry of the Interior).
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Appendix 5

Differences in Normative Orientations among
Organizations by Legal Form

Appendix 5-1. Difference in the level of compliance to the
operational principles among organizations by legal form
(Direct production and direct sales)
Group

Average

Profit-seeking business
4.10
Agricultural associations
4.29
Cooperatives
4.00
Non-profit-organization
4.22
Total (N=595)
4.13
*: p<.05, **: p<.01, ***: p<.001

Standard
deviation

F

Sig.

1.048
0.836
1.055
0.971
1.004

2.259

.081

LSD post-hoc analysis
PSB

AA

C

NPO

*

Appendix 5-2. Difference in the level of compliance to the
operational principles among organizations by legal form
(Establishment initiated by the citizens)
Group

Average

Standard
deviation

Profit-seeking business

3.14

1.225

Agricultural associations

3.87

1.007

Cooperatives

3.90

1.196

Non-profit-organization

3.37

1.193

Total (N=599)

3.53

1.221

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
PSB

AA

C

**

***

***
16.391

0.000

***

NPO
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Appendix 5-3. Difference in the level of compliance to the
operational principles among organizations by legal form
(Democratic operation)
Group

Average

Standard
deviation

Profit-seeking business
Agricultural associations

3.96
4.24

1.007
0.866

Cooperatives
Non-profit-organization
Total (N=599)

4.32
4.00
4.12

0.796
0.921
0.920

F

Sig.

LSD post-hoc analysis
PSB

AA

C

*

**

NPO

**
6.245

0.000

***

*: p<.05, **: p<.01, ***: p<.001

Appendix 5-4. Difference in the level of compliance to the
operational principles among organizations by legal form
(Pursue members' and public interests)
Group

Average

Standard
deviation

Profit-seeking usiness
Agricultural associations

3.95
4.07

0.931
0.908

Cooperatives
Non-profit-organization
Total (N=604)

4.21
4.14
4.09

0.900
0.877
0.910

F

Sig.

2.591

0.052

LSD post-hoc analysis
PSB

AA

C

NPO

**

*: p<.05, **: p<.01, ***: p<.001

Appendix 5-5. Difference in the level of compliance to the
operational principles among organizations by legal form
(Avoid maximizing the profit)
Group

Average

Profit-seeking business
Agricultural associations

3.69
3.83

Standard
deviation
1.061
0.928

Cooperatives
Non-profit-organization
Total (N=604)

3.90
3.99
3.84

0.995
0.905
0.992

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

2.901

0.034

LSD post-hoc analysis
PSB AA
C
NPO

*
**
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Appendix 5-6. Difference in the level of compliance to the
operational principles among organizations by legal form
(Value people and workers in dividing profit)
Group

Average

Standard
deviation

Profit-seeking business
Agricultural associations

3.91
4.01

0.959
0.879

Cooperatives
Non-profit-organization
Total (N=591)

4.02
4.15
4.01

0.938
0.836
0.916

F

Sig.

LSD post-hoc analysis
PSB

AA

C

NPO

1.710 0.164
*

*: p<.05, **: p<.01, ***: p<.001

Appendix 5-7. Difference in the level of compliance to the
operational principles among organizations by legal form
(Contribute to creating jobs for the vulnerable class)
Group

Average

Standard
deviation

Profit-seeking business
Agricultural associations
Cooperatives
Non-profit-organization
Total (N=603)

4.37
4.15
3.76
4.47
4.18

0.885
0.921
1.123
0.792
0.985

F

Sig.

18.251 0.000

LSD post-hoc analysis
PSB

AA

C

***

***
**

***

NPO

*: p<.05, **: p<.01, ***: p<.001

Appendix 5-8. Difference in the level of compliance to the
operational principles among organizations by legal form
(Provide social services to the vulnerable class)
Group

Average

Profit-seeking business
Agricultural associations
Cooperatives
Non-profit-organization
Total (N=602)

4.38
4.07
3.75
4.43
4.16

*: p<.05, **: p<.01, ***: p<.001

Standard
F
Sig.
deviation
0.834
0.924
1.171
17.852 0.000
0.787
0.985

LSD post-hoc analysis
PSB AA
C
NPO
**
***

**
**

***
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Appendix 5-9. Difference in the level of compliance to the
operational principles among organizations by legal form
(Contribute to the circulation and co-existence of the community)
Group

Average

Standard
deviation

Profit-seeking business

4.29

0.778

Agricultural associations

4.11

0.819

Cooperatives

4.06

0.986

Non-profit-organization

4.29

0.834

Total (N=603)

4.19

0.865

F

Sig.

2.882

0.035

LSD post-hoc analysis
PSB

AA

C

NPO

*
*

*: p<.05, **: p<.01, ***: p<.001

Appendix 5-10. Difference in the level of compliance to the
operational principles among organizations by legal form
(Contribute to the solidarity and cooperation among residents)
Group

Average

Standard
deviation

Profit-seeking business

4.06

0.926

Agricultural associations

4.21

0.832

Cooperatives

3.93

1.006

Non-profit-organization

4.22

0.887

Total (N=603)

4.08

0.932

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

3.236

0.022

LSD post-hoc analysis
PSB

AA

C

*
**

NPO
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Appendix 6

Differences in Normative Orientations among
Organizations by Support Policy Project

Appendix 6-1. Difference in the level of compliance to operational
principles among organizations by support policy project
(Establishment led by citizens)
Group

Average

Standard
deviation

Community businesses
Rural community corporations
Social enterprises
Self-support businesses
Irrelevant to policy projects
Benefit from 2 or more projects
Total (N=599)

3.87
3.88
3.07
3.26
3.99
3.55
3.53

1.110
1.076
1.198
1.240
1.146
1.119
1.221

F

Sig.

LSD post-hoc analysis
CB RCC SE

SS IPP B2P

*** **
12.094 0.000 *** *
*** ***
**
**

*: p<.05, **: p<.01, ***: p<.001

Appendix 6-2. Difference in the level of compliance to operational
principles among organizations by support policy project
(Democratic operation)
Group

Average

Standard
deviation

Community businesses
Rural community corporations
Social enterprises
Self-support businesses
Irrelevant to policy projects
Benefit from 2 or more projects
Total (N=599)

4.15
4.04
4.01
3.96
4.34
4.18
4.12

0.829
0.955
1.003
1.037
0.778
0.817
0.920

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
CB RCC SE

SS IPP B2P

2.948 0.012
** ***
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Appendix 6-3. Difference in the level of compliance to operational
principles among organizations by support policy project
(Contribute to creating jobs for the vulnerable class)
Group

Average

Standard
deviation

Community businesses

3.89

1.037

Rural community corporations

3.96

0.999

Social enterprises

4.52

0.707

Self-support businesses

4.42

0.885

Irrelevant to policy projects

3.67

1.158

Benefit from 2 or more projects

4.49

0.685

Total (N=603)

4.18

0.985

F

Sig.

LSD post-hoc analysis
CB RCC SE

SS IPP B2P

*** **
17.873 0.000 ***

*

***

*

*** ***
***

*: p<.05, **: p<.01, ***: p<.001

Appendix 6-4. Difference in the level of compliance to operational
principles among organizations by support policy project
(Provide social services to the vulnerable class)
Group

Average

Standard
deviation

F

Sig.

LSD post-hoc analysis
CB RCC SE

Community businesses

3.89

0.943

Rural community corporations

3.75

0.737

Social enterprises

4.58

0.684

*** ***
17.570 0.000 *** **

Self-support businesses

4.33

0.882

Irrelevant to policy projects

3.69

1.229

Benefit from 2 or more projects

4.36

0.782

Total (N=602)

4.16

0.985

*: p<.05, **: p<.01, ***: p<.001

SS IPP B2P

*
*** ***

*** **

***
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Appendix 6-5. Difference in the level of compliance to operational
principles among organizations by support policy project
(Contribute to the circulation and co-existence of the community)
Group

Average

Standard
deviation

Community businesses

4.09

0.830

Rural community corporations

4.00

0.780

Social enterprises

4.41

0.762

Self-support businesses

4.15

0.885

Irrelevant to policy projects

4.05

1.010

Benefit from 2 or more projects

4.28

0.727

Total (N=603)

4.19

0.865

F

Sig.

LSD post-hoc analysis
CB RCC SE

**

SS IPP B2P

*
*

3.423 0.005

***

*: p<.05, **: p<.01, ***: p<.001

Appendix 6-6. Difference in the level of compliance to operational
principles among organizations by support policy project
(Contribute to the solidarity and cooperation among residents)
Group

Average

Standard
deviation

Community businesses

4.19

0.792

Rural community corporations

3.92

1.060

Social enterprises

4.11

0.971

Self-support businesses

4.09

0.907

Irrelevant to policy projects

3.89

1.040

Benefit from 2 or more projects

4.31

0.716

Total (N=603)

4.08

0.932

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
CB RCC SE

SS IPP B2P

2.474 0.031
*

*
**
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Appendix 7

Differences in the Composition of Revenue Sources of
Each Organization Type by Legal Form

Appendix 7-1. Comparison of the composition of revenue sources
of each organization type by legal form
(Revenue from goods/service sales)
Group

Average

Standard
deviation

Profit-seeking business

59.9

40.16

Agricultural associations

76.1

30.16

Cooperatives

64.0

41.14

Non-profit-organization

57.9

38.33

Total (N=605)

63.3

38.96

F

LSD post-hoc analysis

Sig.

PSB

AA

C

NPO

***
5.066

*

0.002

***

*: p<.05, **: p<.01, ***: p<.001

Appendix 7-2. Comparison of the composition of revenue sources
of each organization type by legal form
(Revenue from business commission/agency services)
Group

Average

Standard
deviation

Profit-seeking business

21.4

33.76

Agricultural associations

3.3

12.38

Cooperatives

7.8

21.85

Non-profit-organization

12.8

27.43

Total (N=605)

12.6

27.29

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
PSB

AA

***
13.298

0.000

***
**

**

C

NPO
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Appendix 7-3. Comparison of the composition of revenue sources
of each organization type by legal form
(Central/local government subsidies)
Group

Average

Standard
deviation

Profit-seeking business
Agricultural associations

9.7
12.6

20.87
21.64

Cooperatives
9.6
Non-profit-organization
17.7
Total (N=605)
11.9
*: p<.05, **: p<.01, ***: p<.001

21.91
26.66
22.86

F

Sig.

LSD post-hoc analysis
PSB

AA

C

NPO

4.162 0.006
**

**

Appendix 7-4. Comparison of the composition of revenue sources
of each organization type by legal form
(Supports for social welfare related agencies)
Group

Average

Standard
deviation

Profit-seeking business
Agricultural associations
Cooperatives

0.7
0.1
0.2

3.42
1.00
2.28

Non-profit-organization
Total (N=605)

2.0
0.7

12.35
6.29

F

Sig.

LSD post-hoc analysis
PSB

AA

C

*

*

NPO

2.575 0.053

*: p<.05, **: p<.01, ***: p<.001

Appendix 7-5. Comparison of the composition of revenue sources
of each organization type by legal form
(General corporate supports)
Group

Average

Standard
deviation

Profit-seeking business

0.1

1.06

Agricultural associations
Cooperatives
Non-profit-organization

0.1
2.3
0.4

0.58
13.17
1.93

Total (N=605)

0.8

7.18

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

3.474 0.016

LSD post-hoc analysis
PSB

AA

**

*

C

*

NPO
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Appendix 8

Differences in Revenue Sources among Organizations by
Relevant Support Policy Project

Appendix 8-1. Comparison of the revenue sources by relevant
policy support project (Revenue from goods/service sales)
Unit: %
Group

Average

Standard
deviation

Community businesses

74.5

34.34

Rural community corporations

80.9

32.57

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P

Social enterprises

56.5

35.09

Self-support businesses

59.9

43.08

3.709 0.003 **

*** **
*

Irrelevant to policy projects

62.8

43.62

*

*

Benefit from 2 or more projects

64.1

33.69

Total (N=605)

63.3

38.96

*: p<.05, **: p<.01, ***: p<.001

Appendix 8-2. Comparison of the revenue sources by relevant policy
support project (Revenue from business commission/agency services)
Unit: %
Group

Average

Standard
deviation

Community businesses

3.1

12.80

Rural community corporations

2.5

7.37

Social enterprises

15.6

26.64

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P

***

*

Self-support businesses

25.0

38.44

Irrelevant to policy projects

8.0

23.30

9.849 0.000 *** *** **
** ***

Benefit from 2 or more projects

10.0

23.13

***

Total (N=605)
12.6
*: p<.05, **: p<.01, ***: p<.001

27.29
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Appendix 8-3. Comparison of the revenue sources by relevant
policy support project (Central/local government subsidies)
Unit: %
Group

Average

Standard
deviation

Community businesses

15.2

27.85

Rural community corporations

7.7

15.67

Social enterprises

15.9

22.89

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P

Self-support businesses

7.3

20.20

3.806 0.002 **

**

Irrelevant to policy projects

8.0

21.19

**

**

Benefit from 2 or more projects

15.8

22.85

Total (N=605)

11.9

22.86

**

*

*: p<.05, **: p<.01, ***: p<.001

Appendix 8-4. Comparison of the revenue sources by relevant
policy support project (General corporate supports)
Unit: %
Group

Average

Standard
deviation

Community businesses

0.5

5.21

Rural community corporations

0.0

0.00

Social enterprises

0.2

1.46

Self-support businesses

0.3

1.57

Irrelevant to policy projects

2.4

14.03

Benefit from 2 or more projects

0.3

1.36

Total (N=605)

0.8

7.18

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P

1.956 0.083
*

**

*
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Appendix 9

Differences in Usage and Composition of Profit/Surplus
among Organizations by Related Support Policy

Appendix 9-1. Differences in usage and composition of profit/surplus
among organization by related support policy project
(Reinvest in business)
Unit: %
Group

Average

Standard
deviation

Community businesses
Rural community corporations
Social enterprises
Self-support businesses
Irrelevant to policy projects
Benefit from 2 or more projects
Total (N=601)

52.3
23.8
43.0
41.5
50.5
43.9
45.2

36.31
33.98
36.09
41.23
43.97
36.68
39.36

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P
***

2.898 0.014

*

*
*
**
*

*: p<.05, **: p<.01, ***: p<.001

Appendix 9-2. Differences in usage of profits/surplus among
organizations by related support policy project (Employee incentive)
Unit: %
Group

Average

Standard
deviation

Community businesses
Rural community corporations
Social enterprises
Self-support businesses
Irrelevant to policy projects
Benefit from 2 or more projects
Total (N=601)

13.1
8.0
17.1
23.5
9.6
13.5
15.2

21.98
19.76
23.84
33.37
22.11
21.19
25.36

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P

4.761 0.000 **

**
*

***
**
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Appendix 9-3. Differences in usage of profits/surplus among
organizations by related support policy project (Return to the society)
Unit: %
Group

Average

Standard
deviation

Community businesses

14.5

24.25

Rural community corporations

3.3

10.90

Social enterprises

17.8

24.36

Self-support businesses

7.9

16.00

Irrelevant to policy projects

8.8

22.38

Benefit from 2 or more projects

16.3

24.51

Total (N=601)

12.5

22.44

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P
*
**

5.003 0.000

*

***
***
*

**

*

*: p<.05, **: p<.01, ***: p<.001

Appendix 9-4. Differences in usage of profits/surplus among
organizations by related support policy project
(Support other organizations)
Unit: %
Group

Average

Standard
deviation

Community businesses

0.9

3.34

Rural community corporations

0.4

2.04

Social enterprises

2.8

9.62

Self-support businesses

1.7

6.65

Irrelevant to policy projects

2.0

8.13

Benefit from 2 or more projects

5.2

16.34

Total (N=601)
2.3
*: p<.05, **: p<.01, ***: p<.001

9.14

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P

2.437 0.034
**

*

**

*
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Appendix 9-5. Differences in usage of profits/surplus among
organizations by related support policy project (dividend)
Unit: %
Group

Average

Standard
deviation

Community businesses

8.5

18.83

Rural community corporations

5.4

9.77

Social enterprises

1.2

4.48

Self-support businesses

6.3

21.08

Irrelevant to policy projects

7.8

21.11

Benefit from 2 or more projects

4.9

15.87

Total (N=601)

5.5

17.01

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P

***
*

3.139 0.008

***

*: p<.05, **: p<.01, ***: p<.001

Appendix 9-6. Differences in usage of profits/surplus among
organizations by related support policy project (Miscellaneous)
Unit: %
Group

Average

Standard
deviation

Community businesses

10.8

28.34

Rural community corporations

59.1

46.11

Social enterprises

18.0

37.13

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P
***
***

Self-support businesses

19.2

38.11

Irrelevant to policy projects

21.3

39.78

* ***

Benefit from 2 or more projects

16.2

35.60

***

Total (N=601)

19.3

37.82

*: p<.05, **: p<.01, ***: p<.001

6.807 0.000

***
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Appendix 10

Differences in Policy Importance among Organizations by
Legal Form

Appendix 10-1. Differences in policy importance among
organizations by legal form (Integrated support for organizations
and groups supported by the government)
Group

Average

Standard
deviation

Profit-seeking business

3.96

0.757

Agricultural associations

4.24

0.783

Cooperatives

3.99

0.921

Non-profit-organization

3.97

0.945

Total (N=593)
4.02
*: p<.05, **: p<.01, ***: p<.001

0.857

F

Sig.

LSD post-hoc analysis
PBS

AA

C

NPO

**
*

2.720 0.044

*

Appendix 10-2. Differences in policy importance among
organizations by legal form (Support for organizations and groups
not supported by the government)
Group

Average

Standard
deviation

Profit-seeking business

3.83

0.757

Agricultural associations

4.17

0.857

Cooperatives

4.13

0.896

Non-profit-organization

3.84

0.895

Total (N=588)

3.98

0.857

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
PBS

AA

C

**

**

**
6.348 0.000

***

NPO

183

Appendix

Appendix 10-3. Differences in policy importance among
organizations by legal form (Support for publicly proposed projects)
Group

Average

Standard
deviation

Profit-seeking business

3.75

0.741

Agricultural associations

4.09

0.809

Cooperatives

3.90

0.948

Non-profit-organization

3.86

0.853

Total (N=593)

3.87

0.845

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
PBS

AA

***
3.524 0.015
*

C

NPO
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Appendix 11

Differences in Policy Importance among Organizations by
Support Policy Project

Appendix 11-1. Differences in policy importance among
organizations by support policy project (Activate the network)
Group

Average

Standard
deviation

Community businesses
Rural community corporations
Social enterprises
Self-support businesses
Irrelevant to policy projects
Benefit from 2 or more projects
Total (N=593)

4.12
3.63
4.18
4.14
4.12
4.30
4.14

0.758
0.824
0.738
0.762
0.790
0.697
0.763

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P
**

2.976 0.012

***
**
** ***
***

*: p<.05, **: p<.01, ***: p<.001

Appendix 11-2. Differences in policy importance among organizations
by support policy project (Enhance the business capacity)
Group

Average

Standard
deviation

Community businesses
Rural community corporations
Social enterprises
Self-support businesses
Irrelevant to policy projects
Benefit from 2 or more projects
Total (N=592)

4.06
3.75
4.23
3.92
4.01
4.03
4.04

0.826
0.944
0.775
0.921
1.004
0.900
0.896

*: p<.05, **: p<.01, ***: p<.001

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P

*
2.355 0.039

**
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Appendix 11-3. Differences in policy importance among
organizations by support policy project (Install the department in
exclusive charge)
Group

Average

Standard
deviation

Community businesses

3.95

0.856

Rural community corporations

3.63

0.824

Social enterprises

4.08

0.837

Self-support businesses

3.84

0.879

Irrelevant to policy projects

3.83

0.947

Benefit from 2 or more projects

4.22

0.815

Total (N=594)

3.95

0.881

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P

*
*

3.510 0.004

*
*

**

**

**

*: p<.05, **: p<.01, ***: p<.001

Appendix 11-4. Differences in policy importance among
organizations by support policy project (Promote the preferential
procurement by public institutions)
Group

Average

Standard
deviation

Community businesses

4.30

0.899

Rural community corporations

3.71

0.908

Social enterprises

4.41

0.779

F

Sig.

LSD post-hoc analysis
CB RCC SE SSB IPP B2P
**
***

Self-support businesses

4.38

0.866

Irrelevant to policy projects

4.19

0.906

**

Benefit from 2 or more projects

4.29

0.802

**

Total (N=592)

4.30

0.862

*: p<.05, **: p<.01, ***: p<.001

3.593 0.003

***
*

186

Appendix

Appendix 12

Questionnaire about Promotion of Social Economy in
Rural Areas

Personal Information
Name

Phone
(Home)

Cell Phone

Address
Time &
Date

/

/

(

:

) (Year/Month/Date)(Time)

1) Cooperative
2) Community business
What type of organization do you work for?
SQ1
3) Rural community corporation
(You can choose multiple responses)
4) Social enterprise
5) Self-support business
1) Metropolitan area
2) Gangwon

SQ2 Where is your organization located?

3) Chungbuk
4) Chungnam/Daejeon/Sejong
5) Jeonbuk
6) Jeonnam/Gwangju
7) Gyeongbuk/Daegu
8) Gyeongnam/Busan/Ulsan
9) Jeju

SQ3 What is your title?

1) Representative
☞ Stop here.
3) Others

2) Director
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PART A. ORGANIZATION'S ACTIVITIES
Q01. What is the social purpose your organization pursues? Please select three
from the following examples, in the order of importance.
No. 1 (

Example

), No. 2 (

), No. 3 (

)

1) Support the vulnerable class.
2) Support general local residents.
3) Support small and medium enterprises (including agricultural product processing
companies). ☞ Select No. 4 for "Support the farming households."
4) Support the regional development for revitalizing the underdeveloped areas
(hardware/software support).
5) Protect and support farming households and agricultural activities (including
fisheries, forestry and livestock farming).
6) Conserve the environment, ecosystem and landscape.
7) Conserve and expand the tradition, culture and arts.
8) Support other organizations that realize social purposes.
9) Innovate the social environment (system) including enactment and development
of related legislative systems.
10) Others (
)

Q02. Please select from the following examples how to realize each of the three
social objectives you chose in Q01. You can choose multiple responses.
No. 1 (
1)
2)
3)
4)

Example

), No. 2 (

), No. 3 (

)

Provide employment (jobs).
Provide inexpensive goods and services (social services/general services).
In-kind support (in-kind donation, etc.)
Cash support (cash donations) ☞ Select No. 6 for financial supports including
loans.
5) Investments ☞Select No. 6 for financial supports including loans.
6) Connect and support financial services (direct/indirect support for loans/
credits)
7) Support for training consulting and counseling.
8) Manpower and technology support (labor force, expert dispatch)
9) Marketing, PR, and sales brokerage (connecting producer-buyer) ☞ Select
No. 10 for commission sale.
10) Sell products of small-scale producers (including farming households) on
commission
11) Purchase products of small-scale producers (including farming households)
as your organizations commodities.
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12) Solidarity, campaign, R&D, pilot projects and other activities to innovate
the social environment (system) such as enactment and development of
related legislative systems.
13) Others (
)

Q03. Select three types of your organization's businesses in the order of sales,
and put down the percentage of each type in total sales. (If there is only
one business type, you can fill out No. 1 only.)
Type of Business Type

Percentage in Total Sales

(Example No.)
No. 1

( )%

No. 2
No. 3

( )%
( )%
Total

1)
2)
3)
4)

Agricultural production
Forestry, fisheries production
Livestock farming
Manufacturing of food & beverage
including agricultural and livestock
product processing
5) Non-agricultural manufacturing and
mining
Example 6) Agricultural product distribution (general)
7) Agricultural food distribution within
the region (local food)
8) Manufacturing, repair and sale of
agricultural equipment/materials
9) Wholesale, retail (excluding agricultural
products, agricultural materials)
10) Courier, transportation
11) Accommodation

100%
12)
13)
14)
15)

16)
17)
18)
19)
20)
21)

22)
23)

Restaurants and pubs
Publishing, video and the related
House repair and construction
Waste treatment, environmental
conservation and restoration, and
recycling
Personal care and housework support
services
Health care and medical service
Education service
Child care
Culture, sports, arts and leisure
related services
Professional science and technology
services (e.g., R&D), and information/
knowledge service
Urban and rural exchange activities
(rural areas tour, etc.)
Others (
)
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Q04. Where does your organization purchase raw materials or ingredients
necessary for production or services? Please record the percentage of
each item based on the amount.
Area where the materials are purchased

Percentage based on the amount

1. Eup/myeon/dong where your organization is located

(

) %

2. Other Eup/myeon/dong in the city/county where your
organization is located

(

) %

3. Neighboring city/county

(

) %

4. Other areas (remote areas)

(

Total

) %
100%

Q05. Where are your major customers? (Please choose only one)
1) Eup/myeon/dong where your organization is located
2) Within the city/county where your organization is located
3) Within the province where your organization is located (neighboring
city/county)
4) Nationwide
Q06. Mark your organization's financial resources, and record their percentages.
Financial resources

Percentage

1. Revenue from goods/service sale to general consumers

(

) %

2. Revenue from businesses commissioned by central/local governments

(

) %

3. Loans/financing from general financial institutions (including financing support
(
from central/local governments)

) %

4. Subsidies of central/local governments

(

) %

5. Private donations

(

) %

6. Investments, financing and supports from social economy related organizations (

) %

7. Supports of social welfare related organizations (e.g., social welfare community
(
chest, etc.)

) %

8. Supports of general companies

(

) %

9. Financial income like interests

(

) %

10. Others (
Total

)

(

) %
100%
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Q07. Where and how much does your organization use profits/surplus, on
average? Make your responses add up to 100%.
Percentage based
on amount

Usage of profit/surplus
1. Reinvestment in business (business development, infrastructure, contingency)

(

) %

2. Employee incentive (bonus, welfare, education support, etc.)

(

) %

3. Return to the community/the vulnerable class of the society

(

) %

4. Support other organizations carrying out social purposes

(

) %

5. Dividend (members, stockholders)

(

) %

6. Others (

)

(

Total

) %
100%

Q08. Is your organization a member of any solidarity group like a council or an
association of organizations of similar kinds (e.g., social economy
network in ○○○ area, social enterprises council in ○○○ province)?
1) Yes ☞ Go to Q08-1

2) No ☞ Go to Q09

Q08-1. Write down the name of the solidarity group. If your organization
belongs to two or more solidarity groups, write down the name of the
most important group. (

)

Q08-2. Evaluate the activities of the solidarity group in Q08-1. Mark
accordingly.
Compliance

Very
Well Medium Poorly Never
well

1.

Produce and sell goods and services.

1

2

3

4

5

2.

Operate autonomously in relation to external
organizations (e.g., government, local governments).

1

2

3

4

5

3.

Utilize the regional manpower including volunteers.

1

2

3

4

5

4.

Organized by the citizens' initiative.

1

2

3

4

5

5.

Operate according to democratic decision-making of
the participants.

1

2

3

4

5
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Very
Well Medium Poorly Never
well

Aim at the members' or the public's interests, rather
than creating profits

1

2

3

4

5

7.

Avoid maximizing profits.

1

2

3

4

5

8.

Do not distribute all profit/surplus to the members
(return the profit to society)

1

2

3

4

5

9.

Value people and labor, rather than the size of the
capital invested, in distributing the profit/surplus.

1

2

3

4

5

10. Contribute to creating jobs for the vulnerable class.

1

2

3

4

5

11. Provide social services to the vulnerable class.

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

6.

12.

Contribute to circulation and co-existence of the
community.

13. Contribute to solidarity/cooperation among the residents.

Q09. Does your organization cooperate with any organization (excluding
council or association) with respect to management? Mark as applicable,
and choose the types of corresponding organizations from examples.
Type of cooperating
organization (*)

Cooperation

Yes

No

1.

We are cooperating with other organizations in regards
to the purchase of raw materials/ intermediate goods.

1

2

(

)

2.

We are cooperating with other orgnizations with
respect to goods/service sales.

1

2

(

)

3.

We are cooperating with other organizations for
professional manpower and volunteers.

1

2

(

)

4.

We are cooperating with other organizations in relation
to financial support/funding (including donations).

1

2

(

)

5.

We are cooperating with other organizations in regards
to in-kind support.

1

2

(

)

6.

We are cooperating with other organizations with
respect to technology/information support.

1

2

(

)
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[*Type of Cooperating Organization]
1) General company
2) Local government/public agency
3) Self-support organization (self-support
center, project group, community)
4) Cooperatives according to the
Example
Framework Act on Cooperatives
5) Social cooperatives according to the
Framework Act on Cooperatives
6) Agricultural cooperatives/fisheries
cooperatives/livestock cooperatives
7) Consumers cooperatives

8) Credit union/community credit
cooperative
9) Agricultural association corporation/
Agricultural corporation
10) Regional organization like village
community
11) Civil/religious organization
12) Social enterprises (certified, preliminary,
regional preliminary, etc.)
13) Educational institutions like schools
14) Others ( )

Q10. How well does your organization comply with the operating principles of
social economy? Please mark the degree of compliance to each item.
Activity

Very
Very
Likely Medium Unlikely
likely
unlikely

1.

The group carries out PR and education activities
to inform people of social economy and expand
consensus

1

2

3

4

5

2.

The group provides knowledge/information to
newly established social economy organizations.

1

2

3

4

5

3.

The group provides financial supports to social
economy organizations being formed or newly
established (e.g., loans, investments, etc.).

1

2

3

4

5

4.

The group educates manpower in the social
economy sector.

1

2

3

4

5

5.

The group is doing researches to develop social
economy related policies.

1

2

3

4

5

6.

The group is making joint efforts with local
governments to establish a public-private partnership
system for social economy (e.g., forums, enactment
of ordinances, etc.).

1

2

3

4

5

7.

The group is promoting cooperation among member
organizations in regards to the purchase of raw
materials/ intermediate goods.

1

2

3

4

5

8.

The group is promoting cooperation among member
organizations with respect to goods and service
sales.

1

2

3

4

5
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Q11. What are the difficulties your organization is faced in terms of operation?
Choose two according to severity.
No. 1: (

), No. 2: (

)

1) Lack of management professional
(corporate management, accounting,
legal affairs, etc.)
2) Lack of general manpower
3) Complexity of government and
municipal administration
Example
4) Lack of suppliers and cooperation
targets
5) Lack of consensus on the organization's
vision and goals
6) Lack of product development capability
and technology

7) Lack of corporate operating funds
(current expenses like labor costs)
8) Difficulty in investing in facilities and
equipment.
9) Difficulty in expanding market and
demand
10) Lack of capability for public relations,
marketing and market research
11) Others (
)

Q12. What are the difficulties your organization has when selling your
organization's goods or services? Choose two according to severity.
No. 1: (

Example

1)
2)
3)
4)
5)

), No. 2: (

)

Lack of price competitiveness
Low recognition of goods and services
Absence of stable sales/distribution channels for goods and services
Lower quality of products and services than specialized companies
Others (
)

Q13. What are important areas where social economy organizations need to
promote their businesses in rural areas? Choose three according to
importance.
No. 1: (
1)
2)
3)
Example
4)

), No. 2: (

), No. 3: (

)

Agricultural production
14) House repair and construction
Forestry, fisheries production
15) Waste treatment, environmental
Livestock farming
conservation and restoration, and
Manufacturing of food & beverage
recycling
Including agricultural and livestock 16) Personal care and housework
product processing
support services
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5) Non-agricultural manufacturing and mining
6) Agricultural product distribution (general)
7) Agricultural food distribution within the
region (local food)
8) Manufacturing, repair and sale of
agricultural equipment/materials
9) Wholesale, retail (excluding agricultural
products, agricultural materials)
10) Courier, transportation
11) Accommodation
12) Restaurants and pubs
13) Publishing, video, and the related

17)
18)
19)
20)
21)

22)
23)
24)
25)

Health care and medical service
Education service
Child care
Culture, sports, arts and leisure
related services
Professional science and technology
services (e.g., R&D), and information/
knowledge service
Urban and rural exchange activities
(rural areas tour, etc.)
Job creation
Support for the poor
Others (
)

Q14. Evaluate policies that can be implemented to promote social economy.
Mark the importance of each item.

Policy

Very important

Important

Medium

Not important

Unnecessary

1.

Educate the leaders of social economy organizations.

1

2

3

4

5

2.

Training youth manpower participating in social economy
(youth internship, etc.).

1

2

3

4

5

3.

Training professional consultants among those experienced
in social economy.

1

2

3

4

5

4.

Support social economy related councils.

1

2

3

4

5

5.

Raise nationwide awareness of social economy (national
symposium for social economy activists, etc.)

1

2

3

4

5

6.

Network enterprises and people interested in social economy.

1

2

3

4

5

7.

Connect and expand volunteer groups (pro-bono) to support
social economy.

1

2

3

4

5

8.

Connect social economy companies and local residents (e.g.,
sale support through women's group of the apartment).

1

2

3

4

5

9.

Consolidate the support for social enterprises and community
business promoted by the government

1

2

3

4

5

10.

Support cooperatives and agricultural corporations that are
not supported by the government.

1

2

3

4

5
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Very important

Important

Medium

Not important

Unnecessary

11.

Support projects proposed by residents/ organizations
(Support by municipalities).

1

2

3

4

5

12.

Improve the sale capacity of social economy (shopping mall,
specialty stores, branding).

1

2

3

4

5

13. Find and support excellent social economy practices.

1

2

3

4

5

Install departments dedicated to of social economy (hiring
14.
experts, training civil servants).

1

2

3

4

5

1

2

3

4

5

16. Raise and support political funds to support social economy.

1

2

3

4

5

17.

Have local governments (provinces/ cities/counties) enact the
ordinance to support social economy.

1

2

3

4

5

18.

Promote the public agencies to procure goods and services
preferentially from social economy organizations.

1

2

3

4

5

Policy

15.

Strengthen the functions of intermediate
organizations/centers for social economy.

support

Q15. Feel free to leave your comments about how to promote social economy
organizations.

Comments
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PART B. BASIC INFORMATION ABOUT YOUR ORGANIZATION
Q16. What is the name of your organization? (

)

Q17. Please write down the address of your organization down to eup/myeon/dong
level.
Q18. What is the legal status of your organization?
1) Corporation/limited company/ limited
liability company
2) Partnership / partnership company
3) Non-profit corporation ☞ Go to Q18-1.
4) Foundation
Example
5) Non-profit civil organization, not a
corporation
6) Social welfare corporation
7) Cooperatives according to the Framework
Act on Cooperatives ☞ Go to Q18-1

8) Cooperatives according to the Framework
Act on Social Cooperatives ☞Go to
Q18-1
9) Consumers cooperatives according to
the Consumers Cooperatives Act ☞
Go to Q18-1
10) Agricultural association corporation
☞Go to Q18-1
11) Agricultural corporation
12) Others ( )

Q18-1. How many employees or members are there in your organization?
Persons
Q19. Choose everything applicable to your organization.
1) Certified social enterprises
4) Rural community corporations
Example 2) self-support business(self-support community) 5) Others ( )
3) community business
6) Not applicable

Q20. When was your organization established? If you are not sure of the
official year, write down the year when your organization actually began
operating. (

)
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Q21. How many are working for your organization? What is the composition?
Please complete the following table.
21-4.
Paid full-time employees
(
) persons
21-2.
Paid employees
(
) persons
21-1.
Total number of
employees
(

) persons
21-3.
Unpaid
employees/volunteers
(
) persons

21-5.
Paid part-time employees
(
) persons

21-6.
Unpaid full-time
employees/volunteers
(
) persons

21-7.
Unpaid part-time
employees/volunteers
(
) persons

Q22. What are your organization's current total assets, equity capital, and
liabilities (borrowed capital)?
1. Total assets

0000 KRW

2. Equity capital

0000 KRW

3. Liabilities
(borrowed capital)

0000 KRW
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Q23. How were your organization's sales in 2014 compared to 2013?
1) Increased by more than 10%
2) Similar (around ±10%)
3) Decreased by more than 10%
Q24. What do you expect for your organization's sales this year (2015) compared
to 2014?
1) Increase by more than 10%
2) Similar (around ±10%)
3) Decrease by more than 10%
4) Not applicable as newly established in 2015
Q25. What is your organization's annual (operating) profit/surplus, based on
2014? (Leave blank if newly established in 2015)
0000 KRW
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