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ABSTRACT

Fostering Social Enterprises for Rural Vitalization and
Job Creation

Recently, developing social enterprises is considered as the third way to
vitalize depressed rural areas instead of government policy and market
mechanism. But we have just few ideas of actual conditions and the po-
tential roles of social enterprises in rural areas. The purposes of this study
are to analyze their conditions and roles in rural development, and to sug-
gest policy strategies to foster social enterprises.

We carried out a survey targeting social enterprises in rural areas to re-
view their real conditions, and analyzed their roles in endogenous rural de-
velopment, business management performance and business capacity. We
also performed in-depth case studies of Hoengseong-gun, Gangwon-do and
Jinan-gun, Jeollabuk-do to look into the realities of social economies of ru-
ral areas and the roles of the individual social enterprises in rural
vitalization.

In terms of rural development, we found out that social enterprises are
very conducive to endogenous rural development by local embeddedness of
their input-output linkages, socio-economic networks and labor input, etc.
Yet, some problems to be solved are also discovered. For instance, rural
social enterprises lack outward linkages for accessing to more specialized
resources such as finance, information, experts, and so forth.

As for the analysis of their income and expenditure, majority of rural so-
cial enterprises are making ends met. In their incomes, 70 percent is made
up of operating revenue and 30 percent is composed of non-operating
income. But, because most of their non-operating income is originated
from government support funds, many people are concerned about their
business sustainability.



For evaluation of business capacity of rural social enterprises, we ana-
lyzed their visions and strategies, organizational skills, human resources,
organizational structures and systems, and organizational culture. As re-
sults, we found that rural social enterprises had commonly very weak ca-
pacity in terms of five valuation bases mentioned before. In addition, rural
social enterprises lack of government support for improving their business
capacities.

As the result of this study, we suggested some policy strategies for fos-
tering rural social enterprises as follows.

First, the existing government certification system of social enterprises
should be amended so that various voluntary and organizational efforts to
improve difficult situations of rural areas can be appreciated as social
enterprises.

Second, business models of social enterprises suited to rural areas should
be developed and disseminated.

Third, a variety of agents acting in social economies should be dis-
covered and fostered as social enterprises in rural areas.

Lastly, government supports should be offered to strengthen business ca-
pacity of social enterprises based on cooperative networks among central,
regional, and local governments.

Researchers: Nae-Won Oh, Sang-Jin Ma, Kwang-Sun Kim, Chang-Ho Kim
and In-Hey Kwon

Research Period: 2010.1~2010.10

E-mail Address: naewonoh@Kkrei.re.kr
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olgg]o} |Law of 8 november 1991, n® 391 (1991) |Social cooperative
7] o] Law of 13 april 1995 - Company code :|Social purpose
section 7his art 164 bis a 164 ter (1995) company
Order of Walloon Government on the . ..
b . .. ~the-
( 941]?-01)] approval of On-the-job training Sr?tethle’isje()b traming
= enterprise (1995) P
Social Cooperative Code (Law n® 51/96 of Social solidarit
X257 |September 1996) and Legislative decree n® cooerative y
7/98 of 15 January 1998 (1996) P
— Law on struggle against exclusion|Work integration
0T 1(1997) enterprise
Decree on conditions by which work . .
w7 . . . . tegra
( 9}];)] integration enterprise are licensed and ZZ(t)eI:nkarllnse tion
=T subsidized (1998)
National law 27/1999 and regional laws Social initiative
in 12 autonomous regions between cooperative
1993 and 2003 (1999) P
Limited liability social cooperative | Limited liability social
(1999) cooperative
Law of 17 July 2001 (2001) Collective interest
cooperative

Law N¢ 1351/2003 on social enterprises
(2003)

Social enterprise

Companies  (Audit, Investigations  and
Community Enterprise) Act 2004, Community
Interest Company Regulations (2005)

Community Interest
Company (CIC)

Law n® 118 of 13 June 2005 Decree n®
155 of 24 March 2006. Ministerial
implementation decrees of 24 January
2008 (2005)

Social enterprise
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R

Law of 5 June 2006 (2006)

Social cooperative
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RCH
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Act X of 2006 on cooperative (2006)

Social cooperative
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