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Resume 
The old contractualistic paradigm is rebuilt as a result of socio-economic crises. The 
citizens are more critics regarding the state actions and the social security system is 
facing serious challenges. The social economy system is called to resolve the pro-
blems unresolved by the two sectors: public and private and the results of this 
model can illustrate a new type of social contract. 
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Social economy occurs as a result of the state’s failure to provide its 

people with the socioeconomic services they need. The growing variety 
of population needs puts the state on the spot. The social economy 
model basically fulfils a group critical review function in relation to the 
quantity and quality of public goods provided by the state.  

If the population’s needs represent the main concern of any demo-
cratic governmental system, then social dynamics faces serious chal-
lenges in ensuring an optimum level of citizen support. The natural 
increase of population is not as problematic an issue as demographic 
ageing is. The key challenge for all states is to find the sources to fund 
social insurance systems against a background in which the ratio 
between the economically active population and the economically 
inactive population is undergoing financial turmoil. This process comes 
with a need for broadening the socioeconomic services demanded by 
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people in as far as the progress of culture and civilization imposes new 
benchmarks for the living standards (all the more so for states under-
going lifestyle structural transformations – the most visible example is 
the change in authoritarian political systems and the democratization of 
societies, as a process of citizen engagement in the public arena). 

Social contractualist theories capture the political essence of the 
power transfer from the citizens to the state in exchange for ensuring 
the citizens’ peace and protection. If this kind of logic characterizes the 
process of emergence of modern states, as entities endowed with their 
own organization and ruling/regulatory systems, today’s setting 
regards the contractualist model as obsolete and applicable strictly to 
the political dimension. Socioeconomic services are of a higher signifi-
cance to citizens, surpassing the priority held by the mechanisms of 
political power transfer and enforcement. This is a direct result of the 
political infusion in the management of all societal aspects, concu-
rrently with the people’s growing withdrawal from the public arena. 
This type of withdrawal is the effect of an excessively politicized 
economic life, and the fundamental issue here is the relation between 
political/administrative skills and specialized skills. The political 
management of socioeconomic services, in defiance of the scientific 
management, is a constant source of problematic issues with financial 
implications both for the administrative services and for the population.  

The contractualist approach views the state-citizen relation from the 
following perspectives: 

• the domination perspective. A part of the citizens’ rights are 
transferred to a higher structure interested in the ruling of the law over 
all individuals living in that state. Most often, for the citizen, there is a 
fine line between the impersonality of the law and its personification, 
such that the perverse effect is one of substitution: the persons vested 
with power dominate the rest of the population, as the law takes the 
form and likeness of the individuals who represent/enforce it; 

• the strictly political perspective. The strictly political 
references belong to a historical period made obsolete by the current 
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evolution of societies, even though there still are plenty of examples of 
states whose living standards do not match today’s standards, being 
comparable to those living conditions that the now industrialized states 
used to have in the Middle Ages.  

The new social contract captures the essence of today’s relations in 
the form of a partnership between citizen and state, extended to all 
areas of convergence. The main distortion displayed by developing 
states, but also by industrialized states, lies in the partnerships between 
state and citizen organizations, regardless of the purpose and nature of 
the association (trade unions, employers’ associations, civic organiza-
tions, etc). The physical impossibility to initiate and handle a social 
contract between the state and each and every citizen, for specific 
matters, is a false issue, because the core of the process lies in directing 
the public action towards meeting the needs of each and every citizen. 
The key threat resides in creating a partnership between the state and 
the citizen representative organizations, where public action is directed 
towards addressing the issues raised by members of association-based 
entities, while disregarding the struggles of those categories of 
population who lack representation. Even if the institutional relation 
between state and citizen organizations is one level above that in which 
the state quasi-dominates its citizens, the next level is the pressure 
exercised towards having the rights observed in accordance with the 
existing norms or even the alteration of the normative framework to 
enable the establishment of the principles set out in the partnership.  

The social economy model fulfils a corrective function, rectifying the 
administrative errors regarding the capacity to provide public goods 
and services. In correlation with social economy we have unemploy-
ment and inactive population, also a manifestation of the distorted 
partnership between state and representative organizations. Most 
measures target the employment of the jobless on unemployment 
benefits, which means they joined the unemployment ranks relatively 
recently, while the statistical proportion of employment programs 
addressed to the inactive population is much lower. 
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To understand social economy is to know the structural relation 
between state and society. If state is the legal formal dimension whose 
nature sets it apart from the other forms of organization, then society, 
formed of the total individuals engaged in social networks (the issue of 
region is not relevant here because of the relations existing among 
members who may relocate to different countries at one point or 
another), is characterized by the informal nature of the interactions 
established between its members. With regard to the regularity of social 

economy, we can put forward the idea that society’s interests do not 

strictly coincide with the state’s interests, regardless of the points of 

reference considered. The diversity and complexity of people’s needs 
leads to a mismatch between the state’s activity and the society’s 
immediate concerns which are never fully addressed, but only to a 
certain degree/percent. The difference between the states with an 
advanced culture/civilization and the developing or under-developed 
states is a result of the degree to which that state addresses the needs 
and concerns of its society. This type of administrative action stems 
from the pressure exercised by the population to ensure that the state 
provides the quantity/quality of public goods and services desired by 
society.  

The informal relations within the social networks contribute 
towards changing the general pattern defined by the state-society 
dynamics. The formalized nature of the state’s action changes into an 
informal partnership established with each of the society members and 
based on upholding the citizen’s rights and the spirit of the law, with 
actions not words. The new type of social contract, envisaged as a 
partnership between state and citizen, is an unwritten one used by 
most developed countries, representing the government’s cultural 
response to people’s needs. 

Social economy redefines the relations between individuals by 
instating the active partnership to address those community issues 
which administrative action fails to cover partially or completely. In this 
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respect, the new type of social contract can be viewed from at least two 
perspectives:  

a. upholding of all citizens’ rights by ensuring quality services in all 
possible areas; 

 b. guaranteeing that individuals have the opportunity to take action 
in order to better their existence (applying the state subsidiarity 
principle and the legal-administrative action only if the citizens fail to 
find on their own a resolution to their socio-community problems). 

The state-citizen partnership becomes apparent as a result of 
partnership-based relations among citizens which are broad enough to 
become a social model that can be extended to the entire society. The 
two types of partnerships contain dynamic interactions which influence 
social evolution based on the goals pursued by every actor involved in 
complex socioeconomic relations with enough consequences to change 
a society’s culture and civilization. 

If the social economy model derives from the state’s functional 
incapacity to meet the needs of its citizens, especially with respect to 
the labour force, then the implementation of the model leads to 
cohesion due to the principle of socioeconomic inclusion of people 
lacking opportunities. By committing to the principle of competition, as 
a driving force of social economy development, one contributes to a 
needed correction of the perverse effects of social exclusion, and this 
can be done by the state (in most cases to an insufficient degree) or by 
the citizens, through individual or group action. 

Social development engages in the partnership culture only if there 
is a level of interpersonal trust high enough to set up projects that a 
community would find necessary and useful.  

Social economy-specific activities  

The benefit of social economy is that it can be implemented in any 
field of activity, from support services for children and elders to top 
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technological research. The activities implemented through the social 
economy model are characterized by the following: 

• they ensure the volume of services lacking in a community as a 
result of insufficient local administrative/financial resources; 

• they tap any sectors of activity, regardless of how dangerous or 
offending the work may be; 

• they provide quality of services comparable or superior to that 
of any public/private services, as the motivation behind the activities is 
solidarity-based, not just profit-oriented; 

• they give a higher priority to their beneficiaries as opposed to 
the public/private sector, since, in most cases, social economy pro-
grams are started by people who lacked the services they later go on to 
provide themselves. 

The particular nature of social economy activities lies in that it 
adopts the working models specific of the public/private sector and 
applies them along the same parameters, but with different aims. The 
quality standards can be superior to those of the services and products 
provided by other types of association-based institutions because the 
people they are addressed to are not beneficiaries (as they are called by 
the public services) or customers/clients (as regarded by the private 
sector). People actively involved in the social economy field and people 
targeted by the resulting goods and services are equally regarded as 
partners and this principle leads to improved human relationships. A 
direct consequence is a higher labour productivity and satisfaction on 
the part of the people who benefit from the goods and services supplied 
as a result of the social economy model implementation. 

Social economy outputs are defined through their social nature, in 
the sense that they absorb the vulnerable groups and those lacking op-
portunities, or their products are aimed at the categories of populations 
with low income whose basic needs they meet. 
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Types of logic: market economy versus social economy 

The types of logic are defined through the interdependency relation 
between the means used to achieve the established goals. For our 
definition here, this subchapter goes into the relationship between the 
core elements of each type of economy logic and the impact on the 
societal system. 

Between the social economy model and the market economy one 
there are several fundamental similarities and differences, each of them 
defining its goals according to its individual and organizational 
stakeholders.  

First, the key element is about the position taken as to the profit 
resulting from managing the respective activity. If businesses in a market 
economy are run based on scientific management principles, on the 
division of decisions based on hierarchical levels and power centred at 
the top of the pyramid, while profit is amassed and becomes the 
employer’s possession (employees do not take part in the redistribution 
of profit, most often assuming the mere role of workers), then we have a 
model tailored to meet the rigors of competition governing companies. In 
social economy, this pattern is completely changed and adapted to 
address the needs and aspirations of those at risk of exclusion. Thus, the 
management of social economy entities is a democratic one, based on the 
‘one member, one vote’ principle. How much profit results from selling 
the products of a social economy endeavour is a secondary concern and 
profit is redirected towards improving the living standards of the entity’s 
members or other people subject to the same situations of risk. Involving 
the members in the decision-making process is fundamental to enhanced 
group cohesion and its implications are directly proportional to the 
quality of the work rendered.  

The approaches of the two models are set apart by the issue of 
competition. Competition occurs in the form of a logical-economical 
relation structured along two axes: the vertical axis represents the 
relations between companies with the same business profile, leading up 
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to a hierarchy based on parameters that were tacitly accepted when the 
company entered the market (e.g. types of services, number of 
customers, profit margin, near future goals and market shares, etc), and 
the horizontal axis which is the place taken by the company in the 
general economic context and the impact on people’s living standards.  

To the market economy, competition is the core concept around which 
the business revolves, it regulates the market performance based on how 
valid and appropriate the management decisions are in relation to the 
competition’s practices. Companies which operate in a market economy 
adjust their supply according to their customers’ demands, but they do so 
by comparing it to the similar supply that the other businesses provide. 
In opposition, social economy compensates for the services that the 
market economy or state structures don’t provide to a sufficient degree, 
therefore competition in this case is not so significant, especially for 
societies where this model is only a small part of the general economic 
scheme. The social economy model does not contribute to increased 
competition on the vertical axis since it does not embrace the same 
values and principles as the market economy, nevertheless it comple-
ments/supports competition through the level and quality of the goods 
addressed to those who can’t access the services supplied by the classical 
public/private system. In the medium and long term, the impact of social 
economy on the market economy system takes the form of the support 
provided to the marginalized groups of population and their inclusion in 
a social network able to offer new opportunities for accessing various 
resources. A higher capacity to attract income turns the vulnerable 
population into customers/consumers of the products issued by the 
market economy system, so it’s in this system’s interest to develop social 
economy programs and extend its target to the excluded segments of the 
population. 

The market economy logic operates on the basis of a relation 
between supply and demand, in which the purchasing decision is 
affected by the quality of the services but mostly by the price. The 
pricing policy is a result of a cost-benefit analysis which factors in the 
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company’s profit margin in the goods production and distribution 
equation. If price determines the progress of the company and makes 
the difference between profitability and bankruptcy, being a result of 
the management analysis combined with the customers’ actual 
purchasing capacity, then social economy redefines the logic of action 
and proposes the duality of the price and solidarity relation as basis for 
the activity. The market economy develops the principle of inter-
company competition which excludes solidarity in the absence of the 
economic consequences usually associated with profitability and 
employs the aggressiveness of the pricing policy. Social economy has a 
direct interest in developing the individual/group capacity to attract 
the resources required to meet basic needs, and, to this end, the price of 
the goods and services being provided is within the lowest possible 
margins, given the people involved in the system who lack medium/top 
level financial means.  

The skills of the people operating in a market economy are different 
from those used by people dealing with social economy in point of 
recruitment and selection methods. In the first case, the recruitment of 
human resources is focused on the professional skills and on the added 
value that the candidate can bring to the employer, and disregards 
sociodemographic features. Social economy on the other hand is about 
and includes in most cases the people lacking employment 
opportunities, with low studies and minimal skills, all of which limit the 
degree of added value they can bring to a company. The potential added 
value to the company does not represent the main criteria of selection 
in this case and that leads to a reduced profit margin as a result of the 
workers’ productivity rate. Solidarity replaces profitability and sup-
ports the excluded people by meeting their basic needs as a first step 
towards reaching a standard of living that resembles what the majority 
of the people enjoy.  

Control of profit is another issue that separates the two types of 
economy. In the market economy, profit belongs to the 
employer/shareholders and is not reinvested as frequently as in the 
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case of social economy where the profitability logic targets redistri-
bution in the form of creation of new opportunities for other 
marginalized people.  

The fundamental differences of approach between the two types of 
economy logic do not exclude the possibility of the two systems to run 
programs and campaigns in partnership. Depending on the regulatory 
framework in force, market economy companies can facilitate the 
creation and development of social economy entities. Such support 
measures would be a result of an economic calculation and the 
objectives would be generated by the investment motivation.  

For example: if, in order to clean its office spaces, a multinational 
company resorts to the cleaning services of a market economy operator 
(which operates according to the same pricing policy principles focused 
on profitability), it may consider supporting the establishment of a 
social economy enterprise that would provide the same type of 
services. The benefits are manifold: the quality of the services would be 
preserved or even enhanced, the price would be significantly lower, 
and, within a specified timeframe, the workers of the social economy 
entity could become clients of the multinational company. The biggest 
benefit could come from the marketing campaign associated with the 
support provided by the financially powerful company for the opening 
of the social economy enterprise. By promoting such an initiative and 
appealing to social solidarity, the company makes a move that 
guarantees a better positioning on the market, stimulating individual 
interaction to create social networks that can generate additional 
opportunities for attracting resources. 

The key issue of the two economy logics refers to the socioeconomic 
development. In an ideal-typical system, the market economy 
subsystem is accompanied by social economy which regulates the 
distortions generated by the spirit of competition. The imbalance of 
individual competencies given by the different level of skills and 
abilities determines the way the opportunities to accessing resources 
are structured and leads to the exclusion of important population 
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segments. The basis of market/social economy resides in the free 
initiative and the practical expression of individual creativity. Limiting 
the individual rights affects social development by reducing the degree 
of decision-making autonomy required to establish entities able to 
produce the goods and services needed by the society.  

With regard to the regularity of social economy, we can state that a 

society’s socioeconomic possibilities are the result of its members’ limits of 

action. The individual/group capacity for action (as historic products of 
culture and civilization) determines the social evolution and 
development in accordance with the established objectives and the 
degree of their achievement over time. The types of economies whose 
logic was discussed in this subchapter represent the means based on 
which individual-community efforts for improving living standards are 
put into practice.  
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