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Building an equitative society
through social innovation

Maria Inés Restrepo de Arango
Director of Comfama

This special edition of Revista Observar shares the experience of joining forces with other
strategic social innovation stakeholders around the world in order to analyze the latest
social innovation trends in a global context.

omfama is a socially oriented company that has worked for six decades implementing comprehensive social
development projects for the benefit of the most vulnerable communities. It has a proven record of high impact
interventions for improving quality of life and equal access to basic services. It is thanks to our capacity for social
innovation that we have been able to be at the center of social policy in the Department of Antioquia for sixty
years. Successful and profitable innovation has never been easy. Nonetheless, Comfama has reached valuable
landmarks, and we feel this is a fitting time to begin to replicate and adapt these experiences in other locations,
while continuing to learn from the best practices of other countries that may be suited to our own reality.



The core asset of many social innovations
represented by Comfama and the Sistema
de Compensacién Familiar (Family Benefits
System) is the social responsibility manda-
te entrusted in us by private companies and
workers. This is a common practice for social
harmonization and cohesion between capital
and labor, to better serve the demands and
needs of the most vulnerable families. To-
gether with public and private institutions,
Comfama has developed the capacity to in-
novate with large-scale solutions including,
among others, social housing, micro-finances,
inclusive culture and recreation, and health
for those at the base of the pyramid.

We understand social innovation as
the ability to co-create solutions that
support the many social needs that

neither the market nor the State have
been able to solve.

It is the responsibility of seeking the re-
duction of inequality in access and opportu-
nities, which is visible through the high Gini
coeflicients in a region such as Latin America.
Although this may be difficult to replicate gi-
ven the characteristics of each location; social
innovation will be successful depending on
the possibility of creatively adapting it to new
social dynamics.

Another valuable feature of social innova-
tion is its multidimensionality; its many facets
include human capital for conceiving ideas,
social capital for generating networks, ecolo-
gical capital for guaranteeing sustainability,
and corporate capital for harnessing techno-
logy and productivity to optimize processes.

Social innovation through public-private
partnerships has been Antioquias foremost
instrument for contributing to a better pro-
ductivity of human capital, and the genera-
tion of greater equality. To this end, some of
the social innovations of Comfama have con-
tributed to improving the chance for equality
and mitigating problems, specially by allowing
more access to social services, building human
capital, and helping in the accumulation of
basic equity for vulnerable families, even du-
ring cycles of crisis.

Under the advisory and support of the
Inter-American Development Bank (IDB),
Comfama is going through the process of
incorporating its Social Innovation Platform
SIP, whose first outcome is this publication.
Social innovation allows us to generate a net-
work of people that interacts with different
stakeholders and shares experiences in several
countries, it finds the best conditions to exe-
cute new ideas while harnessing technology, it
encourages an active participation of the com-
munity, and it promotes funding mechanisms
and the development of interdisciplinary
groups, virtual platforms and private-public
partnerships. A systemic relationship is ne-
cessary for all of these conditions to conver-
ge, and to allow us to join forces and move
towards the dissemination and implementa-
tion of a system for social innovation. This is
the objective of the SIP we wish to develop,
together with the IBD, as a tool for social
change in the region.

The need to find alternate solutions to the
challenges that arise with inequalities in our
region drives us towards a permanent search
for sustainable solutions. This is not a short-
term gamble, but rather a long-term determi-
nation for building a more equitable society.

We see the SIP as an opportunity for esta-
blishing a relationship between social innova-
tion centers. We also see it as a challenge to
join forces within the current globalized con-
text. It is necessary to consolidate joint proces-
ses with the different local, regional, national
and international development agents, where
each agent may contribute with its resources
(financial, human, technological) as part of
the strategies that will allow us to achieve co-
llective goals.

This special edition wishes to acknowledge
the intellectual and institutional support from
the different international social innovation
centers that contributed with the experiences
we have shared in this publication. This sup-
port has allowed for us to perform an in-depth
analysis that we wish to strengthen at Comfa-
ma, with the creation of the Social Innovation
Platform.

We hope this material can contribute to the analy-
sis of inclusive business in BASE Forum 2013
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Innovation and
a market to explore

On the occasion of the Base Il Forum on Business a the Base of the Pyramid in Latin America

and the Caribbean, to be held in Medellin, Comfama and the IDB present a special edition of
Observar Magazine, focused on innovation as a mechanism for equity and inclusion.

ddressing the issues of inequality and poverty in
Latin America calls for joint strategies between
the public and private sectors. A Gini coefficient
of 0.52' reveals an inequitable continent, with
high degrees of poverty (According to Cepal, in
2011, 30.4% of the population was poor, and
12.8% was indigent) and a large part of the wor-
king-age population labor in the informal sector,
outside the social protection system.

In light of this reality, social innovations and
inclusive businesses prove to be increasingly rele-
vant as breeding grounds for ideas and solutions
for a significant segment of the population that
strives to overcome poverty. Within the inclusi-
ve business model, the risks faced by vulnerable
people are reduced whenever businesses make
goods and services available at affordable prices,
or transfer their expertise to the community to
build capacities and create human and social ca-

pital.

This has been a consensus building process,
product of the contributions by businesses on
their territories, through collaborative work with
the communities. As Prahalad pointed out in his
book The Fortune at the Bottom of the Pyramid,
this concept arises from the premise that most
poor people are underserved by the private sec-
tor: “Four billion poor can be the engine of the
next round of global trade and prosperity. It can
be a source of innovations. Serving the BOP
consumers will demand innovations in techno-
logy, products and services, and business models.
More importantly, it will require large firms to
work collaboratively with civil society organiza-
tions and local governments.” Further still, it will
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require that they transform their commercial
and business culture, accepting and permit-
ting members of a new economic and com-
mercial culture those who have been conside-
red poor, or belonging to a less capable class,
giving rise to the birth of new entrepreneurs.

The private sector rarely sees this popula-
tion as potential buyers. Thus the need to de-
velop new business models that allow compa-
nies to offer high quality products and services
at affordable prices to those with less purcha-
sing power. This is the context in which the
Base II Forum seeks to highlight a set of ex-
periences that have shown concrete, proven
results in the Latin American region, as well
as in other latitudes.

It is important that the private sector un-
derstand these initiatives and this segment
of the population as a business opportunity,
rather than as a matter of philanthropy or cor-
porate social responsibility. In this setting, the
statement “the base of the pyramid is profita-
ble” becomes highly relevant.

Despite the growth in purchasing power
among the emerging classes, the supply of
quality products in healthcare, education,
housing, or technology has not been designed
to meet its needs. 70% of Latin Americans
earn less than 300 dollars per month. One
may think that this isn’t a profitable segment,
since their income precludes them from a cer-
tain set of goods and services, but this is far
from the truth. As a whole, their income adds
up to more than 500 billion dollars per year,
making them an unexplored and underserved
market.

In order for companies to penetrate this
market, they must gain a better understan-
ding of their social dynamics; they must know
their day to day, study their purchasing ca-
pacity as well as how they decide on what to
buy, and to know what it is that they need in
order to improve their quality of life. Once
these elements are clear, they will find a profit
opportunity.

By way of example, we find: social leasing and
Tienda Atacadao. The first program, known
as Social Leasing with option to buy, is being
developed with Comfama for people at the
bottom of the income scale to purchase a
home by paying the same amount they would
normally pay for rent. The second is Tienda
Atacadao in Brazil, one of the world’s most
inclusive businesses, because it markets raw
materials for the fast food sold on the streets,
and at the same time trains informal workers
to improve their business, and provides them
with working capital.

The poverty reduction impact of these mo-
dels is leveraged on the empowerment of low-
income groups, which in turn contributes to
a reduction of inequality. Colegios Peruanos,
for example, is a very well structured project
that offers bilingual education, with good
equipment, to close to 1000 students in 70
schools located in Lima’s peripheral neighbor-
hoods. There is nothing more transformative
than having access to education.

Among the lessons learned through Op-
portunities for the Majority, we've concluded
that partnerships are key, and that they must
use existing platforms to reach more people,
which in turn guarantees capillarity. Low in-
come sectors demand quality, since their pur-
chasing criteria are more rigorous, and the
products and services offered must be creative
and outside traditional frameworks.

Finally, we thank Comfama and the centers
for innovation that participate in this edition
for the opportunity to share these reflections
and ideas that can contribute to the creation
of new inclusive businesses from the perspec-
tive of innovation.
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the european perspective

Por: Jiirgen Howaldt and Dmitri Domanski. Director and researcher
Sozialforschungsstelle Dortmund. T.U Dortmund

10
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he importance of social innovation in suc-
cessfully addressing social, economic, politi-
cal and environmental challenges of the 21st
century is recognised within the Europe 2020
strategy. The most important among these
challenges are social exclusion and unemplo-
yment as well as inequalities in wealth, educa-
tion and health, but also social consequences
of climate change. Traditional ways in which
the market and the state have responded to
societal demands are no longer sufficient. At
the same time technological innovations re-
veal limitations when it comes to resolving
pressing societal challenges. In the European
Union, it is especially against the background
of the failure of the Lisbon Strategy for
Growth and Jobs and the financial crisis that
social innovation is increasingly seen as a new
promising way to meet those major challenges
(BEPA 2011). However, despite this growing
awareness of the significance of social innova-

tion, there is still no sustained and systematic
analysis of social innovation, its theories, cha-
racteristics and impacts.

Nevertheless, serious attempts have been
undertaken in order to advance on this is-
sue. One of the most promising initiatives
has been the Vienna Declaration, a result of
the first global scientific conference on social
innovation (“Challenge Social Innovation”),
which was supported by the European Com-
mission. The Vienna Declaration on the most
needed social innovations and related research
topics (defining 14 prioritised research topics
concerning social innovations) calls for the de-
velopment of a new innovation paradigm that
is open towards society. This would allow the
importance of social innovation to grow not
only in terms of social integration and equal
opportunities, but also in terms of the inno-
vative power and sustainability of companies



and of society as a whole (Vienna Declaration
2011). The Vienna Declaration has served to
a certain degree as a guide for the European
Commission in order to continue designing
its approach on social innovation (e.g. it is re-
flected in the Commission’s current large-scale
project call on social innovation and social
change).

For the European Commission social inno-
vation is “a theme that runs through almost
all the Commission’s key initiatives underpin-
ning the Europe 2020 Strategy; from ‘smart
growth’ through projects in the Innovation
Union and in the Digital Agenda, to the New
Skills agenda and the European Platform
against Poverty in the ‘inclusive’ pillar” (Van
Eijl 2012: 1). Among the priority tasks there
are: creating new products and services for un-
met social needs (e.g. in home care, transport
or education), identifying markets where exis-
ting products and services could be adapted to
meet larger consumer demand, and suppor-
ting social innovation at the workplace (ibd)

>

Opverall innovation is considered a signifi-
cant means in current societies to overcome
almost all sorts of problems and challenges.
But established innovation methods, used in
market settings and in public policies, do not
deliver sufficient and strong enough solutions
to deal with the ‘grand challenges’ of today
and in future. Civil society and citizens should
not be considered passive bystanders. In fact,
in all major societal areas, stakeholders and
social actors try to develop solutions for social
problems. These are the social innovations we
are looking for, in particular those with syste-
mic impact.

But social innovation is still an uncodi-
fied field without a common set of theoreti-
cal underpinnings, datasets, or proven causal
relationships (Franz et al. 2012). Although
there is a growing body of literature on so-
cial innovation, the demand for categorizing
the field is increasing (Howaldt and Schwarz
2010). We currently lack a theoretically sound
concept of social innovation suitable to meet

OBSERVAR 28
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the different demands in policy areas and re-
gions. There is a need for robust models for
the creation, roll out and diffusion of social
innovations, as well as more knowledge and
understanding about how to embed transfor-
mative change.

A clear understanding of the social inno-
vation life cycle from inception to impact is
essential (Murray et al. 2010). There are di-
fferent drivers and success factors to be iden-
tified at each state of the social innovation life
cycle. Social actors are sometimes not aware
how to upscale their innovations. A theory
of social innovation can help policy makers

S a ba n eta stimulate social innovation based on guided
identification and analysis of critical social is-

- sues, demands and challenges. Innovation po-

Estacion Sabane licies of the future should open up innovation
Sabaneta Station processes to society by means of co-creation,
user involvement, empowerment of citizens,
"7y l and ameliorate the conditions of participation

8 3 B' and self-management. It should combine the
potential of social innovation in the social
economy, civil society, business firms and the
state (multi-level governance), and promote

alliances between universities, companies and
the state around social innovation.

A theory of social innovation shall be applicable
and pragmatic rather than too abstract.

-\ It needs to depict how the innovation pro-
cess can be opened up to society (elements
of process), to demonstrate the relevance of
social innovation to create new skills, provide
jobs or health, create new regulations (con-
tent), to identify critical demands, challenges,
necessary systemic change and how to create
social value.

A theory of social innovation will make us
understand which are the success factors for a
new social practice in order to become “socia-
lly accepted and diffused widely throughout
society or in certain societal sub-areas, trans-
formed depending on circumstances and ul-
timately institutionalized as new social prac-
tice or made routine” (Howaldt and Schwarz
2010: 26). Here, the issue of social adoption
of a social innovation rather than the inno-
vation itself takes centre stage. In this sense,
there are two challenges concerning diffusion



and institutionalisation of social innovations: scaling out and scaling up. The
first one means replicating existing solutions, which can turn out more effec-
tive and efficient than trying to implement entirely new ones. The second
challenge is that of scaling up which “refers to moving an innovation into a
broader system and creating transformation through the linking of opportu-
nities and resources across scales. Quite often, to effect transformative change
in a broader system, the innovation will be reconfigured into an entirely new
form to suit that context” (Moore and Westley 2011).

Further challenges are about measuring the impact of social innovations
and integrating the relatively new field of social innovation within innovation
research. All these challenges can only be met through a research initiative suc-
cessful in considering social innovation from a global perspective. Depending
on a country, a region or a continent, main topics on social innovation are not
necessarily the same. While in Latin America, for example, fighting (extreme)
poverty is the prioritised topic, in the European Union employment issues
(especially in sense of workplace innovation), sustainability (against the back-
ground of climate change) and service innovations (including social services)
have dominated the recent debate and politics.

Therefore, a global mapping of social innovation is needed. It would help
providing an overview of various types of social innovations in different poli-
cy areas. Also, by including in-depth and detailed case studies of specific in-
novations, such a mapping would provide access to new intelligence about
the variety of social innovation approaches in different parts of the world by
practitioners, researchers and policy makers. This kind of comparative research

would enable to determine a hitherto inexistent comprehension of the roles
and impact of social innovations in different cultural contexts, including (un-
foreseeable) social consequences and ambivalence.
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Advancing the field of
social innovation:
the role of networks

Kine Nordstokka, SIX Project Developer

Global networks advance the field of social innovation by bringing together the collec-
tive wisdom of its members, and by creating a structure for supporting and scaling
innovation. Through networks such as SIX innovators come together and share their ex-
perience, know-how and expertise in order to spread best practise and help each other
overcome challenges.

n innovator’s network at its best acts as a cul-
tivator of ideas, collaborations, projects and
new organisations. Networks gather the seg-
mented parts of the social innovation field and
in this way accelerate the work of its mem-

bers by harnessing its collective brain power
and energy. In this way best practise can be
shared, innovations can be replicated and we
don’t have to reinvent the wheel. By having
an honest discussion about our failures we can
also prevent repetition of mistakes. Networks
therefore provide a more cost effective way to
innovate, enabling its members to collabora-
te, learn from each other and build on each
others work instead of repeating what others
have done before them.

Learning from each other

As innovators we need to have the coura-
ge to risk failure. Innovation is about doing
something which has never been done befo-
re and it is often a process of trying and fai-
ling. One of the speakers at the SIX Summer
School (SIX’s annual gathering for the global
social innovation community) Darrell Ham-
mond (CEO and Founder of KaBOOM) ar-
gued that an innovator’s problem is not ma-
king mistakes; the problem is when we make
old mistakes that others have already made
before us.




Social innovation is often costly and hard.

It is costly not only in financial terms, but
because we are dealing with people, many of
which are in a vulnerable position. We there-
fore have a responsibility to learn from others
so that we don't make the same mistakes over
and over again. We need to learn from each
other, and have a wise approach to trying and
failing.

Cultivating innovation
across sectors

Innovation happens in the intersection of sec-
tors, when people from different sectors and
backgrounds get together and start collabo-
rating. Networks can be bridge builders and
translators between these actors. There are
many people around the world with invalua-
ble expertise doing ground-breaking projects,
but many are not speaking to each other and
learning from each other. SIX was set up to
overcome this challenge, and break down the
silos that too often exists between sectors.

SIX has members from small and big
NGOs, global firms, international institu-
tions, entrepreneurial organisations, think
tanks, public sector and universities. We do
our best to get this diversity in out network as
our experience clearly shows that when people
come together and share what they know exci-
ting new ways of thinking and projects come
out of this. There is a multitude of solutions
to be found, and networks enable us to work
together towards these solutions in the most
efficient way possible.

Geoff Mulgan (SIX Chair and CEO of
Nesta), coined the term Bees and the Trees
when explaining the benefits that can take
place in the relationships between big institu-
tions and small entrepreneurial organisations.
Bees and the trees exemplify the entrepreneu-
rial spirit matched with the power and reach
of the bigger corporations. We both need the
bees and the trees as the bees have great ideas
but no power, the trees have great power,
but few ideas. Many of the most successful
innovators have learned to operate across
the boundaries between these sectors and
innovation thrives best when there are effec-
tive alliances between entrepreneurs and big
organisations which can grow ideas to scale.
Innovation comes from connecting bees and
trees, and this is what intermediaries like SIX
is trying to achieve.

Creating an ecosystem

It has become clear that social innovation does
not sit just in one sector, and that finding and
implementing new solutions to social needs
can no longer be regarded as the responsibility
of the third sector only. We need the policy
support and enabling environment from the
public sector, the infrastructure, reach and fi-
nance from the private sector, the new tools
and innovations from the technology sectors,
the knowledge from the academic sector and
the creativity, flexibility and experience from
the third sector. As a global network SIX has
seen an enormous rise in interest from players
outside the sectors normally associated with
solving social issues.

OBSERVAR 28
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More and more private sector institutions
are realising that the typical third sector is-
sues (climate change, ageing, health care) will
affect them as well, and that these are issues
they need to focus on. These new growth sec-
tors are seen as new markets to tap in to and
the challenges in these sectors are likely to be-
come the main drivers of innovation.

A network that is efficient in bringing about
change is a diverse network capable

of drawing on the strengths of its
various actors.

Because of the diversity in the SIX network,
it is able to gather together an ecosystem who
collaborates with each other and brings the
field of social innovation forward. Members
of SIX work in the social innovation space in
a wide range of ways; from implementing pro-
jects, advising and mentoring, creating favou-
rable policies, funding, researching and so on.
It is the role of a network to create the infras-
tructure for all these actors to come together
and play their part.

Enabling systemic change

Lastly, networks enable its members to have a
more consistent, efficient impact. The impact
of a network should be larger than the sum of
its individual parts. SIX is based on the notion
that we are better together. There are endless
examples of people who use creativity to test
out new solutions to social problems around
the world. However, the field of social inno-
vation is still fragmented and the combined
impact of this work is therefore restricted. By
joining up the parts of the social innovation
ecosystem we could arrive at a place where
social innovation would have a more sustai-
ned and efficient impact. For these reasons we
need networks and systems which enable us
to support each other, to share what we know
and work together to advance the field of so-
cial innovation.
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L LOWALUS SOCidi LEANSTOCTIALion

Juan-Luis Klein, Senior Lecturer from the Department of Geography and Director of the
Research Center on Social Innovations (Centre de recherche sur les innovations sociales:
CRISES). University of Quebec in Montreal

The Research Center on Social Innovations (Centre de recherche sur les innovations sociales:
CRISES) is a body funded by the Quebec Fund for Research (Fonds de la recherche du Québec:
FRQ) framed under the Strategic Group program (Regroupements stratégiques). The center
exists since 1986 and was acknowledged as a center of excellence by FRQ data in 2002, same
year in which this program was created. CRISES is a multi-institutional and multi-disciplinary
center that gathers researchers from several universities and several disciplines.
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n 2012, the center had 41 regular members in 8 universities,
and 31 associate members. The work of these researchers mo-
ves around three research axes:

1) social innovations in the fields of work and employment.
2) life conditions.
3) territorial planning.

Working from a more cross-cutting perspective, reinforced
by the implementation of a database from case studies carried
out since the creation of the center, the establishment of in-
ternational networks, and the implementation of a university
incubator within the framework of an approach to research
and the society.

As we have mentioned, this center was created in 1986.
The time of its creation is not a simple chronological piece of
information. In 1986, in Quebec, and in many other western
society locations, there was a social crisis and epistemic cha-
llenge underway. The social crisis had been triggered by the
Fordism crisis, which had forced the adoption of significant
transformations in the manufacture based industrial economy.
The transformations arising from this crisis led to the de-loca-
lization of manufacturing companies, which in turn brought
the loss of industrial employment in western countries, bene-
fiting areas appealing for capital investment as a result of low
production costs. As in other places, in the city of Montreal;
this industrial re-localization process led to closing factories,
losing jobs, and a significant increase in unemployment and
social welfare usage rates (Fontan, Klein and Tremblay, 2005).

The new economic competition standards imposed upon
that moment brought more significant transformations, many
of them disastrous. However, some of them were positive and
they correspond to social innovations put into practice by so-
cial actors as a response to the crisis. This was about social
and territorial re-conversion with the purpose of preserving
job posts and, on the other hand ensuring a transition towards
the new economy, based on what was known as new commu-
nication and information technologies (NTIC). In many of
these re-conversions, the role of civil society actors was crucial
(Fontan, Klein and Lévesque, 2003).

With respect to the epistemic challenge, it came upon the
new post-modernist streams that slowly replaced theories that
up to that point had been used to explain social development
and change. The Development and Marxism crisis brought
new perspectives based on complexity. Within this new epis-
temic trend; monolithic and structuralist perspectives that ru-
led until that moment, were no longer valid; macro-social and
macro-economic perspectives lost their explanatory effective-
ness and within the emerging dynamics, case studies became
more important. Researchers accepted the case study method
partly because of what it offers in terms of highlighting the role
of social actors within the framework of specific institutional
paths that also condition and create possibilities for the inno-
vative actions of these stakeholders.
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‘The creation of CRISES was established
within the framework of the convergence of
three theoretical sources that, despite main-
taining the critical dimension of the previous
analysis, provide more protagonism to the
social actors and to social movements. These
theoretical sources are:

1) the school of regulation, stresses com-
mitments arising from the action of social
movements, these commitments lead to re-
produce capitalism in spite of its contradic-
tions.

2) the theories of social movements, that
focus the analysis on social actors and not on
structures.

3) the perspective of innovation, which
sees the economic crisis as creation and des-
truction processes (Lévesque, 2001).

CRISES undertook a theoretical and em-
pirical mission within a historic framework
in which society was going through a process
that combined destruction and creation; this
mission had an orientation different from that
adopted by most of the other groups at the
time. In general, these groups focused on the
explanation and description of the factors that
were generating destruction, and its disas-
trous effects. Without setting aside the social
inequality criticism established by capitalism,
or the incoherence of liberal and neo-liberal
theories; CRISES focused on what was being
built as a result of social movements, i.e. the
new, and not what was under destruction
(Lévesque, 2001). This explains the option of
social innovation, which under CRISES is
analyzed in terms of social transforma-
tion (Klein and Harrisson, 2007).

From an empirical perspective, the society
of Quebec, and more specifically the “Quebec
model” (modele québécois), served CRISES
as a specific observation field (Klein, Fontan,
Harrisson & Lévesque, 2009). It is worth no-
ting that the Quebec model refers to a specific
governance regime that separates the society
of Quebec from the rest of North America
and Canada. We must remember that Quebec
is part of Canada, a confederation comprised
by a central government (federal) and provin-
cial governments. In many ways the province
of Quebec - which originates from the foun-
dation of the City of Quebec in 1608, i.e. 150
years before England conquered Canada -, is
a “different society”. First of all, it is known
for being mostly French speaking, whereas the
rest of the country speaks English; in second
instance it operates under a specific legal sys-
tem inspired in the Napoleonic Code, which
is different from the Common law which
rules in the rest of Canada, and; thirdly for
its cultural tradition based on the catholic
religion, whereas the English provinces are
mainly Protestant.




At the beginning of the 1960s, the “Calm
Revolution”, a vast process of political, eco-
nomic, social and cultural modernization
through which the society of Quebec went
through, gave rise to a governance model
known for the dominating presence of the pu-
blic sector. Some of the resulting realizations
of the Calm Revolution had unquestionable
positive effects, such as the creation of the
Ministry of Education, the Network of Uni-
versities of Quebec, general and professional
education Schools (CEGEP), the Ministry
of Health and Social Services, public entities
such as HydroQuebec and the Caisse de dépot

et de placement, etc.

The Quebec society is also known for its
economic development model. Its economy,
which is undoubtedly supported by private
companies, as is the North American stan-
dard, is also supported by important public
sector companies (created during the calm
revolution) and by many cooperative and so-
cial solidarity based companies. On the other
hand, a provincial legal statute within the
province of Quebec, and not that of Canada
governs social actors such as unions and asso-
ciations. This allows us to see the strong ins-
titutional effects of a strong regional identity
that guides actors in this province.

The response to the crisis of the eighties
was translated into the renewal of the Que-
bec model, which gave rise to a cycle of social
innovations that transformed the society. This
innovation cycle continued undil the end of
the 1990s, when the intensity of the institu-
tionalization limited its strength, questioning
its effects, specially starting 2003; when the
liberal party arrived at the government with a
program that gave priority to neo-liberal type
orientations. However, since the scope of the-
se innovations has reduced, the liberal gover-
nment could not eliminate them completely
because of the institutional restrictions.

What we specially wish to highlight here, is
that the renewal of the Quebec model revea-
led the importance of social actors based on
the civil society, and established new problems
that gave rise to the approach of researchers
and social actors with which CRISES has ca-
rried out significant research. This process is
also translated into new relationships with the
government, social actors, and the research
media; which is favorable to the university -
society, and the co-construction of knowledge.

The Quebec case shows us the network of
interrelationships built when combining seve-
ral economic thoughts and when civil society
actors play a main role in governance. Within
this framework, the relationship between the
University and social actors contributes to
building a more democratic society, surpas-
sing the limits imposed by the market. This
is how the social actor - university approach,
becomes an epistemic element essential to
the construction of knowledge when it is not
determined only for competitive means, but
rather seeks improving the quality of life and
of work of the community. This is also how
innovation obtains its social characteristic and
it allows including other types of innovation
(technological, productive), within a logic of
innovation in a system with a social objective.

The analysis of the evolution of the society
of Quebec also shows us the need for main-
taining constant attention on the changes
generated by new aspirations in the society
(Lévesque, 2003). This is the case of Quebec
today. The renewal of the Quebec model was
the response to the crisis during the 80s. This
meant the presence of union actors and of
the social economy, including community ac-
tors, in economic development instances. The
main aspirations of these actors corresponded
to the support and creation of employment,
obviously because the main consequence of
the Fordism crisis was the loss of employment,
specially in the industry sector.

Today the society of Quebec is being affec-
ted by another type of crisis, starting with the
financial crisis that exploded in 2008 and con-
tinues in several countries, mostly in Europe.

OBSERVAR 28

21



In Quebec, the crisis is specific. Currently the Quebec mo-
del does not fully respond to new social aspirations, which was
demonstrated with the new important expressions - creative in
a way - that exploded in February, 2012 and remained for se-
veral months. What is currently under crisis is a global model,
that only affects the economy within a framework of an ever
more dominant globalization that does not consider the social
and environmental consequences of economic growth.

In response to this behavior, the society claims a different
globalization, that respects social matters and includes certain
dimensions that had been neglected by the response to the
Fordism crisis, as in the case of culture, heterogeneity and the
environment (Klein and Roy, 2013). This context caused by
the current crisis, highlights a new task for our center, one that
we are dedicated to and will approach in our coming work.
This is what Laure Waridel referred to, inviting us to co-build
knowledge that changes the world (Coconstruire un savoir qui
change le monde), in the opening conference for a discussion
carried out in Montreal in May, 2012. This is a pending task
that we shall undertake.
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A flood of initiafives to use design methods is
is that these will advance public and social innovation
i tructures and meth

ome of the momentum originates in firms like IDEO, public bodies like Mindlab in
Denmark, and SITRA in Finland. Interest in these various methods has grown in tan-
dem with rising interest in social innovation. There are now major social innovation
funds in the UK, and across Europe, and in the US. Seoul in South Korea has a so-
cial innovation Mayor. Networks like SIX bring together innovators from many back-
grounds to share experiences.

The language of user-led design, and recognition of the need to apply design thin-
king to public services, has become fairly commonplace, and a recent survey of social
innovation methods in use around the world found many with design elements'. In
this paper I look at the elements of the design method; the strengths of current models;
some of their weaknesses and the common criticisms made of them; and what might
be the way forward".
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Strengths of the design method in social
innovation and public service

Design promises to bring flair and delight to services that can seem dull, homo-
geneous, and unresponsive. Its methods generally combine five main elements:

Understanding user experiences: a first set help with understanding, and get-
ting to the roots of, the problem that needs to be solved. Designers have adap-
ted some of the methods of ethnography to see how the world looks and feels
to the users of services, tools that were at times used in public services but more
often forgotten. The use of stories, videos, picture boards to map the real expe-
rience of being a patient or a welfare claimant invariably provide new insights.

Under the banner of ‘user led design’ designers have also adapted some of
the methods of social movements — like the disability rights movement - which
have always involved people in need in shaping new alternatives. As they've
found, serious engagement with end users of any kind brings new insights to
the surface, showing how apparently well-designed systems often fail to take
account for the fine grain of daily life. Individual services may work well but
the whole service journey does not, whether for a patient with a life threatening
condition, or a pupil passing through schools and colleges.

The emphasis on user engagement has generally had

an enlivening effect on public servants.
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These methods bring freshness and clarity to public services that often take
their existing frameworks for granted. Design quickens thinking. It bridges the
gap between though and action™, and it can bring to the fore the micro-politics
of services and the question of who is defining the purposes of services. Nesta’s
public services Lab has made extensive use of these methods to shape new
services, and individual projects like the Studio Schools movement involved
teenagers and parents in designing the kinds of school they would most want
to learn in.




Ideation: the next set of tools move on from diagnosis to ideas. Tools for creati-
vity can sound opaque and mysterious, or superficial. But the serious analysis of
design has shown that relatively straightforward tools can have a big impact on
creativity, helping teams develop much longer menus of options. For example,
IDEQO’s methods can be deconstructed into simple, incremental steps”. My own
experience of service design in the social field and around public services has con-
firmed for me that a series of easily used steps can help teams to come up with
much more radical ideas. The table summarises a version I developed, along with
examples. The usual method is to draw on a range of inputs — ethnographic, eco-
nomic &c — and then apply each of these approaches listed below to the problem
or service being considered so as to generate menus of new options.

Symbol SOCIAL DESIGN TOOLS ™
A Inversion (farmers become bankers, patients become doctors)
[ Integration (personal advisers, one stop shops, portals, speeding flow)
X Extension (extended schools, outreach)

Differentiation (segmenting services by groups, or personalisation)
Addition (getting GPs to do a new test, libraries running speech therapy)
Subtraction (no frills, cutting targets, decluttering)

Translation (airport management into hospitals, business planning into families).

Grafting an element from one field into another, creating a new fusion
(coaching into a secondary school)

Creative extremism — pushing ideas and methods to their furthest boundaries

Random inputs (eg dictionaries, Yellow Pages)

Rapid prototyping: Once new ideas begin to crystallise, they can be tried out fast,
again an approach that is alien to mainstream bureaucratic practice. Designers
tend to favour rapid prototyping; learning fast by doing things rather than very
detailed planning, and today we have not only rapid prototyping of things, using
new tools such as 3D printers, and not only the tools of CAD, but also a third
generation of prototyping tools that allow fast, collaborative creation of new sys-
tems and services.

Rather than spending years perfecting a new service model or strategy the best
way to improve it is often to do it on a small scale, and for real. This has always
been the way in some of the crafts, and architects such as Christopher Alexander”
have long advocated this approach for buildings too — using mock-ups of struc-
tures and putting them in situ to see whether they really do feel right. It comes
naturally to social entrepreneurs, and to some innovators in the professions. Mi-
chael Young, for example, always believed in what we now call rapid prototyping,
starting small-scale precursors of what became NHS Direct or the Open Univer-
sity partly to learn what works, and partly to create momentum.
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Visualisation: during each of these stages design methods tend to be very visual — and graphic
designers have played an important role in both the practice and promotion of design. Clear
visualisations of problems, and of potential solutions, can have a surprising impact in cultures
dominated by blocks of prose, and the occasional data chart.

Systems: finally, designers have adopted ideas from systems thinking, partly in response to
earlier criticisms that portrayed designers as coming up with overly discrete product or service
ideas. System thinking prompts us to ask the right question rather than taking questions at face
value. What, for example, is the real problem of non-attendance at school? Is it a failure on the
part of schools themselves, of families or of young people? Do the real causes lie in the fact that
lessons are boring, or that popular culture devalues hard work? Or what of the apparent rise in
mentals illnesses across the developed world? Is it just an artefact of the statistics, since we now
measure things that weren’t measured in the past?

Weaknesses of design projects and methods

It should already be clear that design methods are best understood as a synthesis of methods
drawn from many fields, including product design itself, that together helpfully mitigate the
traditional limitations of public policy making. So what are the weaknesses?

The criticisms have mainly focused on cost (highly paid consultants jet in from London or
Los Angeles to work in poor communities, using methods that may work for electronics ma-
nufacturers or sports goods but turn out to be ill-suited to the cash-constrained realities of the
poor) and on commitment (that designers appear to be committed but disappear as soon as the
money stops flowing). Others criticize designers for not matching their skills in creativity with
skills in implementation.

Many would concede that design methods widen the menu of options available to public
services. But they warn that lack of attention to economics — ensuring that ideas are cost-effec-
tive — and lack of attention to organizational issues and cultures, condemns too many ideas to
staying on the drawing board. So for example, it's common to see new ideas which claim to save
money for the public sector by preventing future costs — prison numbers or hospital admissions.
But the costings tend to be simplistic; to ignore the knock-on effects on other services; or the
sort of evidence that policy-makers might require, such as trials with proper control groups.
Much of the evidence on what helps innovations to diffuse has yet to be integrated into design

thinking".

In response to these criticisms a lot of work has been done to develop more comprehensive
and rigorous methods for innovation. Some of this has been done under the aegis of SIX, and of
Nesta’s Open workshop, building on good examples from around the world that have achieved
impact rather than only nice projects.

The economist Brian Arthur emphasizes in particular the ‘deep craft’ that is key to sustained
technological innovation. Much of this has to be intuitive, built up from a feel for the elements
that are brought together in a service or product, and from experience of what does and doesn’t
work. The deep craft needed for innovation in fields like education or health is as likely to
have its roots in psychology as in engineering; in social dynamics as much as physical ones. The
lesson is an old one: to be a really good innovator it often helps to have a deep understanding
of a field. With that foundation, the addition of lateral methods and observations can expand
the space for possibility — and achieve great results.



Innovation, human development
and international cooperation

Sara Swartz (Director, Universitas Programme KIP International School
(Knowledge, Innovations, Policies and Territorial Practices for the UN Millennium
Platform)) and Luciano Carrino (President of the KIP International School and
Executive Representative of its Scientific Committee)

nnovation is the multidimensional process
of generating and using new ideas, organiza-
tional or technological tools to obtain more
effective results in relation to a given objec-
tive. It is made possible by human creativity
and capacities. Innovation is not necessarily,
in and of itself, a good thing and can lead
to positive or negative results depending on
the quality of the objectives selected. For the
purpose of this article, innovation for human
development refers to those innovative pro-

cesses, technologies or methodologies that

contribute to creating human societies that
meet the needs for well-being and security
for all their members, including the poo-
rest and most marginalized, and that do not
deplete the natural resource base for future
generations. While the key source of inno-
vation is human capacity and creativity, for
this to contribute to inclusive human deve-
lopment, it is fundamental to invest not only
in individuals but in social systems that build
the capacity and knowledge of everybody, in-
cluding the poorest.




In recent years the debate about innova-
tion as a tool for improving development
has intensified. There is general agreement
on the centrality of the issue but not on the
significance of the word “innovation” itself.
Much emphasis has been placed on the im-
portance of complex industrial and techno-
logical innovations in the formal sector, such
as genetically modified organisms (GMOs),
on the fundamental role of research in the
private sector and market mechanisms. Yet
the benefits of innovations emerging in the
formal sector rarely address the needs of the
poor because most innovation policies are
aimed at achieving economic growth and
competitiveness and not at reducing poverty.
What is needed are innovations that instead
of depending on a profit motive are spurred
by the search for the common good.

In fact, a recent study by the International
Development Research Centre of Canada'
noted that while some technological innova-
tions in the formal sector can genuinely alle-
viate poverty (for example, social innovations
such as micro-credit), striking examples that
have had a widespread impact are few. The
study also notes that an enormous amount
of innovative activity takes place in the in-
formal sector in developing countries, such
as innovative waste management approaches,
construction methods, vehicle maintenance,
cell phone repairs and distribution, or ways
of producing energy. But growth-oriented
approaches to innovation fail to measure,
encourage, or support these activities and so
their impact tends to be marginal.

As part of this debate, the Organization
for Economic Cooperation and Develop-
ment (OECD) has produced guidelines for
donors on how to support green growth and
poverty reduction through international coo-
peration. These guidelines, to be published
shortly, were developed through a consulta-
tion lasting nearly two years. One of the to-
pics addressed was innovation? and the KIP
International School and its programmes co-
llaborated in this process. In this brief article

we will consider one of the central questions
that emerged in this process:

¢What type of innovation can
help to reduce poverty and contribute

to the quality and inclusiveness
of the development process?

As already mentioned, notall types of inno-
vation can be considered innovations for hu-
man development. In terms of green growth
and poverty reduction, for example, the con-
sultation indicated the need to support those
that reduce environmental degradation; redu-
ce waste production and rationally manage
waste; increase the production and use of re-
newable energies while simultaneously redu-
cing the production of non-renewable ones;
improve energy efﬁciency; preserve natural
resources by rationally managing water, land,
forest and other common goods and preserve
biodiversity; rationally organise urban assets;
and reduce the effects and factors of social and
economic exclusion that are responsible for
poverty through inclusive capacity building
initiatives, by facilitating and stimulating the
active and responsible participation of all so-
cial actors, by incentivising human solidarity
and by facilitating universal access to decent
employment and income, savings and credit,
information, primary and secondary educa-
tion, vocational training, proper nutrition,
health, social protection, decent housing, jus-
tice and a healthy environment.

Innovation for human development, thus,
is not just technological, but above all regards
the ways institutions and services are organi-
zed, the methods used to plan and manage
the development process and the systems for
financing and incentivizing them. Nor do in-
novations for human development necessarily
originate in rich and technologically advanced
countries. Innovations, especially innovations
produced in the informal sector, are produced



everywhere and indeed, those developed in
poor or middle-income countries often have
the most potential for wide-reaching impact
and are most easily adapted to other contexts
that face similar challenges. An example of
this is the widespread adoption of micro-cre-
dit schemes and social economy enterprises.

For this reason, priority should be given to
endogenous innovations, that is, those produ-
ced in the country or in the same area, because
those that are imported risk being difficult to
apply to the local reality because of technical
or cultural problems, lack of appropriate tra-
ining or because they can create dependence
on the countries where they are produced. At
the same time, however, much work needs to
be done to scale up these small-scale innova-
tions so that their use and impact is extended.
This work involves research and investment
in capacity development, as well as financial
investment and strengthening of national in-
novation systems.

Thanks to the internet, there is a vast avai-
lability of information about innovations in
all areas and from countries around the world.
This opportunity should be welcomed, but it
is also important to establish criteria that can
help public administrations and citizens in all
countries to choose those that are most likely
to contribute top human development.

For example, regarding technological inno-
vations, those that are simple to produce, use,
reproduce and diffuse on a wide scale should
be prioritized. They should be relatively low
cost and can be produced by small and me-
dium-sized local businesses; can be easily and
widely utilized by individuals, families, small
and medium-sized businesses, associations,
public administrations, universities and other
structures for planning or implementing ac-
tivities at local level in different fields of so-
cial and economic life; facilitate the creation
of many sustainable jobs based on activities
that have positive ecological effects, enhance
natural and historical resources, contain few
risks for human health and security and faci-
litate a broad and responsible involvement of
all social actors in development processes. A
good example of a simple technological, and
also organizational, innovation for human
development is the mother-kangaroo method
for caring for underweight infants, developed
in Colombia’.

Regarding organizational and methodo-
logical innovations, priority should be given
to those aimed to reduce social and economic
exclusion and facilitate the active and respon-
sible role of social actors and the collabora-
tion between different sectors and professions
to reach the complex results desired. Such
innovations can help to implement policies
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and practices towards: democratic decentra-
lisation or deconcentration; integrated and
participatory territorial planning, local green
value chains, local economic development, lo-
cal employment systems and social economy,
proximity economy, internationalization of
local development and promotion of legality.

Regarding financial innovations, priori-
ty should be given to innovative measures
that discourage industrial pollution, such as
through taxes and fines where revenue is used
to create new green jobs, or provide incenti-
ves for citizens’ involvement in economic and
social activities aimed to protect the environ-
ment and reduce poverty, (such as the “com-
munity equities” in waste management social
enterprises), that facilitate creation and ma-
nagement of small businesses linked to local
value chains and social economy schemes, as
part of appropriate local development plans,
alternatives to closing factories by supporting
workers in recuperating them in a green way,
such as in the experience of “fébricas recupe-
radas” in Argentina and sustainable micro-
level investments at scale and local credit
schemes accessible to non-guaranteed groups

of people.

A good example of innovation for human
development is the Local Economic Develo-
pment Agency (LEDA) of the department of
Morazén in El Salvador is an innovative orga-
nization established in the framework of the
U.N. PRODERE development programme
in 1994, supported by the Italian coopera-
tion. Its aim was of contributing to the peace
process after the civil war, through activating
the local economy in coherence with a hu-
man development approach. It was designed
to be self-sustainable in a permanent way
without need of public or private subsidies,
and to valorise the local economic resour-
ces for providing jobs to the poorest people,
while safeguarding the environmental resou-
rces. As matter of fact the LEDA, during the
last 20 years, has grown quite a lot: in 1994
it employed 6 people, while today it employs
about 200 people; during the last 5 years
only it provided almost 600 new jobs and
supported more than 700 micro and small
enterprises and cooperatives; it trained 4500
people among the poorest of the department;
it facilitated export of local products abroad
(mainly in the USA) through the “nostalgic
trade”; it managed a fund of 18 million do-
llars for credit to producers and executed va-
rious projects for environmental protection.




The financial investment for
creating the LEDA amounted

to about 550,000 USD in three
years, including technical assistance

and capacity building, support to its
start up, and capital provision
of about 300,000 USD for
establishing a credit fund.

This is a very small amount taken into ac-
count the results achieved such as: job crea-
tion, alleviation of poverty for many people,
creation of permanent new businesses and
the persistence of the LEDA itself for 20
years so far. The Morazdn LEDA has been an
important example for many other cases of
similar structures that now operate in Latin
America, the Caribbean, the Balkans, Africa,
and Asia.

LEDAs are legal, non-profit structures,
generally owned by the public and private
entities of the territory which act as a me-
chanism through which local actors plan and
activate, in a shared way, initiatives for te-
rritorial economic development, identify the
most appropriate operational tools and pro-
vide a coherent system for their technical and
financial support. Sixty LEDAs are gathered
in the ILS LEDA world network. LEDAs
are mentioned by OECD as best practices in
the book Organizing Local Economic Deve-
lopment — The role of Development Agen-
cies and Companies (Clark G., Huxley J.,
Mountford D., 2010)-.

International cooperation can be a formi-
dable tool for learning about and dissemi-
nating innovation for human development,
for supporting the creation of national in-
novation systems, including through publi-
cly-funded research and for forming future
development leaders with the capacities to
identify and use appropriate innovative ap-
proaches. The KIP International School is
committed to this form of international coo-
peration’.
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Gotzon Bernaela Arifio. Program director of Social Innovation at Innobasque

n the beginning of the XIX century, the Bas-
que Country began its incorporation in the
industrial revolution process, being the first
region in Spain to do so. Up to that point,
the industrial base of the Basque Country’s
economy has been adapting to each succee-
ding “crisis”, maintaining its industry as the
main economic driver. The crisis of the 1980s,
which exhibits various points of comparison
with the current crisis, had a strong impact in
the Basque Country in social terms (with an
unemployment rate of around 25%) as well as
in economic terms (fall of the basic industry).

During the 80s and 90s there was a total
re-structuring of the Basque economy in order
to overcome the recession; this was known as
“The First Great Basque Transformation”, and
it was supported by a change of structure sup-
ported in turn by technological development
through the creation of a network of organiza-
tions, growing cooperation processes, and the
integration of the existing structures in order
to align with increasing scientific and techno-
logical specialization.

The current crisis, however, is much more
widespread, and is anchored to an obsolete
economic development model; it requires the

establishement not only a new production or
consumption scenario (as in previous crisis),
but rather a new social-economic strategy that
addresses social challenges in a sustainable fas-
hion (economic, social and environmental),
stressing local action without neglecting the
. <« »
global scenario (“glocal” approach).

To this end, and based on a strong culture
of collaboration, Innobasque - Basque Inno-
vation Agency, promotes a public - private
alliance for innovation with the vision of ma-
king the Basque Country the European ben-
chmark model for innovation in 2030.

Since its inception (before the crisis),
Innobasque has been an advocate of

the fact that any knowledge society
must have innovation as its leverage for
development.

Innovation understood as a response to the
challenges in a society that contributes eco-
nomic and social value to its environment. A
concept of innovation that goes beyond tech-
nological or corporate innovation, and inclu-
des Social Innovation as an axis of strategic
development for the innovation policy.



' :
To understand the relevance and development of Social Innovation in the Basque Country
and its context as a relevant case in this area, it is first necessary to understand certain
basic aspects of the Basque Country that offer some perspective on our region’s achie-

vements, and also acknowledge the path taken to reach this point. The Basque Country,
with over 2 million inhabitants and an area of 7,235 m2, is a European region with a GDP
per capita 20% higher than the average for the EU (of 30,274€ in 2011). It is also one of
the Spanish regions with the highest levels of self-government, and its contribution to the

Spanish GDP was of 6.2% in 2011.

Social Innovation becomes more relevant
than ever within the search for triple sustaina-
bility and the need for transforming the Bas-
que society in one generation. But, What is
Social Innovation? Social Innovation defends
the need for catering to the significant social
challenges faced by a society such as the Bas-
que (the “What”); including for example po-
pulation ageing, employment, or education;
counting on the society and therefore all those
who comprise it, as an element that generates
these responses (the “How”).

Social Innovation promotes its essence in
which “people are those who innovate” (each
and every one of them, and they can be in-
novation and transformation agents in their
environment), defending an approach to in-
novation with a bottom-up focus promoting
the generation of new innovation competen-
cies between citizens with each innovation
process implemented. The people that com-
prise a society, are those who best know the
true challenges they face, and they can, and
must, be part of the response given to these
challenges from innovation, and from the va-
lue of multilevel, multiagent and multisector
cooperation.

With this vision in mind, in 2010 Inno-
basque published and proposed a Social In-
novation Strategy for the Basque Country,
based on the experience and proposals of over
500 people and organizations that worked in
the Social Innovation scenario in the Basque
Country, and proposed 5 large action axis to
promote social-economic transformation of
the Basque Country (addressing the challen-
ges of Ageing, Employment, Education, Go-
vernance, and Values). Innobasque proposes
Social Innovation be seen as an opportunity
to respond in a comprehensive and structu-
red fashion to the challenges of the Basque
Country, using its support leverages to gene-
rate economic growth and employment, and
consolidating a forefront position that allows
our territory to maintain a high level of well-
being and a profound social commitment to
the world in the future.

The Social Innovation strategy proposed
by Innobasque responded to the need for pro-
moting a strategic alignment with the initiati-
ves implemented in this area, at the local and
European levels, and this was so acknowled-
ged in the report on the regional innovation
system of the Basque Country carried out by
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OECD in 2011. In spite of this favorable de-
velopment and implementation situation, we
must consider that traditionally, innovation
has been focused from the economic and te-
chnological perspective (R + D), leaving the
social aspects that generate social transforma-
tions and have a direct impact on the Society’s
future, in second level.

This fact has complicated and still compli-
cates understanding Social Innovation as an
activity and transformation sector, and in spi-
te of opening the agendas of organizations and
agents in the private and in the public sectors;
currently the Basque Country does not have a
similar structure to that which was conceived
for the Technological Innovation System (Sis-
tema Integrado de Innovacién Social), which
was, as explained at the beginning of this arti-
cle, one of the key points that made the “First
Great Basque Transformation” possible.

To address the need for structuring Social
Innovation in the Basque Country to contri-
bute with more visibility and better positio-
ning at the local and international levels; one
of the strategic lines of Innobasque for 2013,
is the creation of a “Social Innovation Node
benchmark in Europe”, that sets a value to all
agents and initiatives under development in
the Basque Country, in a strategic and coor-
dinated fashion, configuring the “Basque So-
cial Innovation” as a “Basque front for Social

References

To obtain more detailed information on our project:

www.innobasque.com

Innovation in Europe” that confronts social
challenges in our country from the public -
private partnership, and provides visibility to
all agents, capitalizing the Euskadi potential
in the strategic environments of Social Inno-
vation.

In this sense the objective is to make the
value chain comprised by the different agents
more visible (with different roles and res-
ponsibilities) through the creation of a space
/ network in order to interact and define a
dynamic flow that allows coordinating the 3
stages of Social Innovation (analysis of reality,
generation and application of knowledge and
awareness, outreach and education) joining
visions and generating shared definitions.

In summary, it is about going from
thought to action, strengthening individual
actions of each agent, designing and agreeing
on a Social Innovation conception for Euska-
di, that allows a permanent dynamic for en-
counters, exchanging, analyzing and acting,
as well as establishing a position in the Euro-
pean space. The purpose is to join forces in
order to overcome the innovation - research
dichotomy from the fields related to Social
Innovation, implementing and combining
cross-cutting collaboration ideas. Because
“only by asking different questions will we
obtain different answers from those we al-
ready have”.

I

INNOBASQUE. (2011). Social Innovation Strategy. A window of opportunity for Euskadi.
http://www.innobasque.com/home.aspx?tabid=1058&idElementoBiblioteca=130




The TAGSI Story

Brenton Caffin, Founding CEO The Australian Centre for
Social Innovation

Adelaide in South Australia is the 5th largest city in Australia, with a population of just over 1
million people. Settled 150 years ago, Adelaide has a proud tradition of social innovation and
reform. The first jurisdiction in the world to allow women to run for Parliament, and advocate
of all manner of social reforms from aboriginal land rights to gay rights, the establishment of
Australia’s first public housing authority, the list goes on.

t was in this tradition that the Premier of
South Australia, following the advice of global
innovation expert Geoff Mulgan, agreed to
establish and seed fund The Australian Centre
for Social Innovation as a national centre for
excellence in identifying and promoting the
innovative ideas, methods and people for ac-
celerating positive social change. To turn bold
ideas into better lives.

By many measures, Australia is doing ex-
tremely well. We have an effective rule of law,
low levels of corruption, a stable democracy,
and decent social safety nets. Our national
wealth is both high and relatively well spread
and our quality of life indicators are some of
the best in the world.

Yet we know that not everyone is thriving
as much as these measures suggest. Significant
proportions of the community are doing it
tough and are not effectively supported by
our institutions to achieve for themselves the
kinds of lives that they aspire to. Over the last
few years, we have explored some of the areas
of greatest challenge in our society.

Traditionally, we address social issues with
band-aid solutions aimed at bringing everyo-
ne up to a minimum standard. This approach
is characterised by deficits within client sys-
tems, and driven by economic imperatives
and a culture of risk minimisation. TACSI,
however, sees a greater moral responsibility,
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which recognises that the pursuit of mini-
mum standards is not the same as harnessing
people’s desire to want the best for themselves,
their families and their communities.

We believe that if we truly want more peo-
ple to thrive, existing welfare systems and ser-
vices aren’t sufficient.

We need to explore the areas of
the system that are most in crisis

and identify opportunities
to seed systemic change.

We need to co-design social solutions —
principles, platforms, organisations and pro-
grams — that develop our capabilities, aspira-
tions, relationships and achievements.

Thriving, not just surviving

Family by Family is a new network of fami-
lies helping families. It enables families to set
and achieve their own goals with the support
of families who have ‘been there, done that'.
Goals like improving kids behaviour, making
better friends, getting out more, or learning
about Australia. The service finds and trains
families who have made it through tough ti-
mes, matches them with families who want
things to change, and coaches family pairs
through a 10-30 week link-up. The aim is to

enable families to thrive, not just survive.

The project was an exercise in co-design,
which blends design thinking, policy thin-
king, social science and business to solve social
problems and demonstrate new ways of wor-
king with and for social services. Over twelve
months, a dedicated team of three — a socio-
logist, an industrial and service designer, and
a social worker — worked with over 100 fami-
lies to explore what good outcomes mean for
them and to prototype new and better ways to
enable them to get there.

Since its launch in April of 2011, Family
by Family has received national radio, televi-
sion and press coverage and is probably the
only service to win both a national Child Pro-
tection Award as well as an Australian Interna-

tional Design Awards. It has been fortunate to
receive considerable —though still insufficient
— investment from a range of government,
community and philanthropic sources to fur-
ther develop the model in a growing number
of locations with a view to spreading Family
by Family across Australia, for which there is
increasing interest. And, most importantly, it
is changing people’s lives for the better — its
first external evaluation found that the pro-
gram was found to produce better outcomes
for 90% of participants over time, prompting
leading child protection academic, Emeritus
Professor Dorothy Scott, to describe it as the
most inspiring program to help vulnerable fa-
milies that she’s seen in four decades.

More recently, TACSI has explored
another major social challenge facing Aus-
tralia and many other countries, namely the
ageing of our society. While extending our
lifespans is something to be celebrated rather
than lamented, we have yet to come to grips
with the major shift in our communities that
comes with that. Our institutions, whether
the aged care pension or our aged care and
healthcare systems, have been built on de-
mographic patterns that no longer hold true.
Finding innovative ways to mobilise informal
care alongside formal approaches will become
a fiscal necessity.




Bold Ideas, Better Lives

In addition to our own explorations, a num-
ber of our activities have asked others for their
thoughts about what they see as the big cha-
llenges that Australia is facing as well as their
ideas on how we go about tackling them.

The Bold Ideas Better Lives Challenge un-
covered innovative ideas for addressing the big
social and environmental challenges that we
face in Australia today. Over 250 applications
from around the country spoke to us about
the challenges that Australians saw and wan-
ted to address. The response was diverse and
covered a huge range of areas, including fa-
milies, transport, urban design, youth, health,
indigenous Australia, education, disability,
employment, homelessness, women and refu-
gees. While we were not able to support all of
the ideas that applied, it nevertheless helped
us to better understand the demand for bet-
ter responses in Australia to the challenges we
face.

In many ways, we have only begun the
scratch the surface of demonstrating and
supporting social innovation in Australia.
TACSTs future plans include a greater empha-
sis on capacity building in other individuals
and organisations as well as efforts to build
the Australian and global social innovation
community through networks like the Social
Innovation Exchange, with whom TACSI
hosted the international SIX Summer School
in Adelaide in November 2012.
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Instiglio: Bringing soc

impact bonds to Colombia

Sebastian Chaskel, Senior Associate at Instiglio and
Michael Belinsky, Founding Partner at Instiglio
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overnments in Colombia and throughout the
world contract with private organizations to
provide social services to their populations.
In most of these contracts, government pay
service providers for the processes they go
through, rather than for the outcomes they
achieve. This means that a program to im-
prove nutrition, for example, may be funded
through a contract that pays a service provider
for the number of meals it delivers. Similarly,
a program that helps people released from
jail re-integrate into society may pay the con-
tractor for the number of workshops it holds.
One problem with this method of contracting
is that giving out meals and holding work-
shops may not lead to the desired outcomes
of, respectively, improved nutrition and social
integration of former inmates. The meals and
workshops may be insufficient to address the
underlying problem, or they may miss the
problem altogether. Public funds, therefore,
may be spent on programs that fail to deliver
the desired outcomes.

In an attempt to address this issue, some
governments have experimented with hiring
service providers on a pay-for-success basis.
In this type of contract governments may
pay providers a portion of the total amount
of the contract for fulfilling the required ac-
tivities, but reserve a percentage to be paid
only if the program has the desired impact.
Instead of simply giving organizations a bo-
nus at the end of their period of service de-

livery if they perform exceptionally well, the
government holds back a significant portion
of the the promised funding to ensure that the
organization’s financial bottom line is aligned
clearly with its social results.

This type of contract helps governments
bridge the gap between the social outcomes
it purchases and the results it receives. The
contract, however, is not without faults. One
inherent aspect of this setup is that many ser-
vice providers, which are often non-profit or-
ganizations, lack the capacity to operate with
this type of agreement. They may not have the
cash flow to fulfill the contracted services, or
they may not be able to take the risk of not de-
monstrating impact, as this may significantly
impact their financial solidity, or even put
the organization’s existence at risk (Liebman,
2011, 8-9).

To find a sustainable way to improve the
impact of social services, the Young Founda-
tion in the UK first developed the concept
of social impact bonds (SIBs) in 2008-2009
(Mulgan et al., 2011, 5).

In a SIB, the government contracts
with a service provider for a specific

service, but pays nothing uniess the impact
i8 achieved.




The private sector, in the form of phi-
lanthropists or investors, is brought in to
make an up-front investment into the service
provider. If the project delivers the expected
impact, then the government pays an agreed
upon fee, which is used to return the inves-
tment plus interest to the investor. If the pro-
ject does not have the expected impact, taxpa-
yer dollars are not spent, and the investors lose
their capital.

The first SIB was created by the Ministry
of Justice of the UK in 2010 to reduce the
recidivism rate of short-term inmates at a pri-
son outside London. In this first experiment
with SIBs, foundations invested about US$8
million dollars, and may receive returns of up
to 13% depending on the extent to which the
recidivism rate is reduced (Social Finance,

2011, 2-3).

SIBs build upon a number of different
recent developments in the provision of so-
cial services. First, there is currently a strong
movement to use scientific knowledge in the
policy arena to decide which policies to imple-
ment. To do this in the social sector, many go-
vernments and foundations have contracted
with researchers to perform randomized con-
trolled trials or quasi-experiments to scientifi-
cally evaluate the impact of specific policies.
SIBs rely on these tools to determine whether
a program achieves the expected impact. The
expectation is that once a program has been
successfully implemented via a SIB once, go-
vernments will want to contract for that servi-
ce directly without a SIB because the impact
of the service will be apparent. In this way,
SIBs are expected to incentivize the adoption
of policies that are deemed successful through
rigorous evaluation.

Second, the concept of impact investing
has emerged to identify a growing field of ac-
tors who are interested in using their funds
to achieve social impact. These actors include
foundations as well as private investors who
consider themselves to be impact investors,
interested in seeing returns in terms of social
impact, while expecting moderate or no fi-
nancial returns at all. Impact investors are di-
fferent from traditional charities in that they
expect measurable impact as a result of their

investment. While impact investment has led
to the implementation of significant social
programs, the field is often critiqued for ope-
rating independently of the government. SIBs
provide an opportunity for impact investors
to achieve measurable social impact while also
supporting the public sector.

Since the first SIB was designed in the UK,
various governments have begun to experi-
ment on their own with this model. In the
United States, President Barack Obama pro-
posed US$100 million for SIBs in the 2012
budget (Rockefeller Foundation, 2012, 8).
The states of Massachusetts and New York,
as well as the city of New York, are among a
group of innovative governments that are pi-
loting SIBs in the United States. Other coun-
tries such as Australia, Canada, and Israel have
also created initiatives to explore how they can
use the model.
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Instiglio was founded in February of
2012 and incubated at the Harvard Inno-
vation Lab in Cambridge, Massachusetts.
In fact, members of Instiglio’s staff helped
Massachusetts create the first social impact
bond in the United States. With a mission
to bring social impact bonds to developing
countries, the organization is based on the
premise that middle- and low-income coun-
tries face many similar social problems as do
richer countries, and therefore may benefit
from many of the same solutions. If SIBs are
helping developed countries improve the im-
pact of their social programs, this model may
also be useful for middle and lower income
countries.

\

In August Instiglio established an office in
Medellin, reflecting the importance the organi-
zation attaches to working on-the-ground with
governments and service providers. Colombia
was chosen as a suitable base due to its signifi-
cant social programs at the national, state and
local government level, its sophisticated social
sector, and the presence of various innovative
political leaders who were thought of as po-
tential champions for the social impact bond
model.
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Organizations more willing and
interested in managing change
In a global world

We’ve taken ownership of critical knowledge for improving
our company’s competitiveness, and in doing so changed our
company'’s culture. It is now proactive, and more attentive

to external information.
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ny person who has to make strategic decisions
nowadays, must have considered the accelera-
tion of different changes that happen around
us, and how they condition certain decisions.
Before, it was enough to have simple depic-
tions of situations kept in our memories or in
a memory chest to understand or to analyze
modifications in the horizon and in all objects
in our lives. That’s how we'd open or close sto-
res and other commercial establishments on a
street, garments would change, the object of
consumption would change, or even the type
of work or means of transportation. Now, I
must say, that these changes are so fast that we
do not get to understand them only based on
comparing before and after pictures. Today it
is necessary to understand the movement and
direction of change. This is the only way in
which we can sense the consequences and pos-
sible evolutions.

It is no coincidence that we are ruled by
video. As a consequence of this “animation”
experienced in the evolution of every day rea-
lity, the environment around business - and in
a different way the world of research - has be-
come more volatile, uncertain, complex and
ambiguous. These characteristics are present
to a point in which they have made English
speakers use an acronym for them- “VUCA”.
The truth is that they are from a globalized
world, where only recently important geogra-
phic areas and countries and mostly their in-
habitants, had very little or no protagonism in
the future of the planet.

This changing and dynamic environment
requires a new paradigm.

This with respect to culture and the
learning processes for the organization
in terms of change around it, as
well as the way in which decisions
are built and made.

This means that the organization and its
area of influence detects, anticipates, and
“reads” the meaning and implications of these
changes. But this also applies to how it inte-
grates and transforms the results of this capa-
bility of learning into actions and decisions.

Technological supervision and intelligen-
ce to compete are part of this new paradigm;
they are key tools for defining technological
development and innovation programs in cor-
porate and academic environments. But they
also show their value in the objective of public
policies to direct the efforts and resources of
science, technology and innovation (C+T'+i).
They contribute therefore, to materializing in-
novations and new technologies that provide a
competitive advantage for regions, sectors and
actors involved in the development of C + T +
i. This is because this new paradigm is a firm
starting point for identifying opportunities,
detecting threats and defining lines of research
and innovation projects. At the same time,
this allows organizations to obtain and analy-
ze key information of all sorts, so that the di-
rectors make strategic decisions with a better
capability to manage uncertainty, and hence
reduce risk. This is key to take full advantage
of corporate and research opportunities'.

On April, 2011 the VT and IC - Com-
petitive Intelligence and Technological Su-
pervision Regional Capability Transfer and
Development Pilot Project began?, as a result
of the ERICA? program and the agreement as
counterpart with the Polytechnic University
of Valencia. The beneficiaries of this transfer
have been 21 companies and 7 institutions in
Antioquia. The objective: to improve the ca-
pability to direct and execute the strategy for
companies and institutions through strategic
and prospective methodology institutions
(technological supervision and competitive
intelligence). The purpose was to strengthen
a more significant capability to detect and
learn from changes in the environment in
all participating organizations, to make the
corresponding decisions. In summary, this
would leverage change in a way that would
improve competitiveness and development
in Antioquia.




The level of engagement was not inferior,
as the objective begins with aspects related to
the organization’s culture. It is not surprising
to know that VT and IC are based on a state
of awareness and willingness in people, or in
reference to companies, under more awake or-
ganizations. Organizations motivated by the
opportunities that change has to offer, curious
and tenacious when facing novelties, seeking
them as well as being ready to react in an agile
fashion before any threat they may represent.

On the other hand, the transfer also invol-
ved “learning while performing” in partici-
pants, to create these capabilities in their orga-
nizations in time. This included appropriating
certain knowledge and its form of application
into certain management skills and informa-
tion and knowledge analysis. But according to
this idea, this required learning and practicing
a teamwork process in VT and in IC; initia-
lly as a pilot, for the company to validate its
suitability and include it in time as its own
process. VT and IC are “team work” above
all. It uses an existing - but usually neglected -
potential in the community comprised by the
organizations in their area of influence.

In turn the objective has been to provide
a sustainable dynamic to the transfer process.
This means that there were specialists in es-
sential skills trained as required by VT and
IC, which in turn acted during a second stage
mentored by the Direction of the project as
facilitators of the implementation of VT pilot
exercises in companies, according to a valida-
ted work process. Training material was de-
veloped and an implementation guide finally
published. Therefore the transfer process had
the capacity to produce its own dynamics at
a certain point without the need of the direc-
tion provided by the Polytechnic University of
Valencia or Ruta-n as managing entity*.

The PPT has been open to all companies in
Antioquia regardless of their size and activity.
This is how they shared experience and trai-
ning from small companies of not over thirty
employees to large corporations as shown in
figures and graphs 1 and 2.

/— Small 9%

Source: Final Report PPT ERICA VT and IC.
Medellin - Valencia. May 25, 2012
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There was an unplanned balance of gen-
der in the participants: 54% men and 46%
women were trained, and a similar number
applied to the facilitators.

Two years after this project began with
the transfer of best practices, the project’s
indicators and other evidence has proven
that the region is undergoing a process of
capacity-building, as well as strengthening
those existing in these areas, in an ongoing
self-sustained process. Upon conclusion of
the initial project, the process contributes in
strengthening companies and institutions that

are part of the regional innovation system of
Antioquia. Close to 90% of the participating
countries confirmed that they applied the re-
ceived methodology in 2012, and no less than
80% continued to carry out new VT exercises
after the first pilot. Those involved have been
highly satisfied with their participation.

Currently this PPT has found continuity
in another directed specifically to academic
institutions for improving their planning and
orientation of their research lines; this refers
to FORCIVT, promoted by the Ruta-n pro-
gram in progress during 2012-13.



Entrepreneurship and social
Innovation in a context of crisis

Olga Porro Martorell, Momentum Project coordinator

It is a challenge to be a social entrepreneur at a time in which the economy is in full
tension. At this time, existing social entrepreneurs are remaining closer to their core
values of determination, passion, eagerness to improve, capacity to innovate and
mobilization of resources to overcome all obstacles inherent to the crisis

n reality, a time of crisis is when more new so-
cial entrepreneurs are necessary to respond to
the significant challenges included within the
new economic paradigm. They have the po-
tential to create sustainable economic value,
and this is one of the most valuable and solid
tools available to offer a solution to the crisis.
Their viable models can become somewhat of
a “magic potion”. It’s very possible that many
of us would only see problems and limitations
in places where a social entrepreneur can only
detect opportunities. At a time when the esta-
blished capitalist system is seeking a fresh ap-
proach, social entrepreneurs may provide the
necessary perspective to live in a more equita-
ble, human and balanced economy.

The Momentum Project developed by
BBVA and ESADE came upon this com-
mitment at a time in which the economic
situation is very complex, and there was no

intention of abandoning social entrepreneurs,
so it seemed like a good idea to create a pro-
gram to assist them and help them grow. The
intention was for social entrepreneurship not
to seem like an act of heroism during critical
times, but to fully understand the vital role
of social entrepreneurs in times of crisis, it’s
necessary to define what is understood as the
social entrepreneurship phenomenon, and
how it relates to social innovation.

The social entrepreneur category and
the term social entrepreneurship seem a bit
confusing for many, as creating an enterpri-
se includes a social component in itself. In
fact, an entrepreneur is responsible for crea-
ting wealth for the society, offering new job
posts and enabling the development of new
services and products - which seem to have a
social component involved.




To understand the social entrepreneurship
concept properly, it’s necessary to show that
it isn’t redundant to add the word “social” to
the word “entrepreneurship”, and that a new
category of social entrepreneur was necessary.
The distinction arises from the fact that the
main driver behind a social entrepreneur is
not the same as that behind an ordinary en-
trepreneur. A social entrepreneur seeks above
all to attack a social problem (or an environ-
mental problem) and generate a social trans-
formation impact and process. This is the
foundation for his / her decisions. To meet
this mission, the social entrepreneur decides
to create an initiative based on a strategy and
a corporate approach. On the contrary, what
motivates the ordinary entrepreneur is the
simple adventure and challenge of creating
an enterprise.

Therefore social entrepreneurship is a phe-
nomenon that uses corporate principles and
tools (therefore anchored to the criteria of
efficiency and competitiveness) to create and
manage initiatives that generate sustainable
social transformation. Therefore, the objecti-
ve and main mission is to create social value,
although it will always be necessary to ensure
its survival (in other words, economic sustai-

nability).

There is a detailed explanation on the so-
cial entrepreneurship phenomenon in the
book Empresas que inspiran futuro (Enterpri-
ses that inspire future) by Alfred Vernis and
Maria Iglesias, where the authors also discuss
the successful business models of eight social
entrepreneurs’ cases.

In reality, it’s very difficult to define a sin-
gle profile for what constitutes a social entre-
preneur. There are also several definitions and
interpretations of social entrepreneurship ba-
sed on the school of economic thought and
the context to which the term applies. The
Momentum Project for example, uses the
definition proposed by Pamela Hartigan, Di-
rector of the Skoll Centre for Social Entrepre-
neurship at Oxford University: “Imagine the
combination between Richard Branson and

Mother Theresa of Calcutta”.

Even so, it’s possible to identify common
features. The most important one, is the use
of social innovation as a strategy to find a di-
fferent / new product or service, or a new ap-
proach to a social challenge.

Social innovation refers to new

ideas and approaches that come
upon to solve social issues.

As of today, and possibly as an outcome
of the crisis; social innovation grows at an
unprecedented pace, and each time there
are more examples of social innovation that
are more successful and sustainable in time.
To that end, the Social Innovation Institute
has recently published the book “Vias hacia
el cambio sistémico: Empleo y variables para
la innovacién social” (Roads towards systemic
change: Employment and other variables for
social innovation), where authors Heloise
Buckland and David Murillo discuss this new
paradigm. The book explains four cases of so-
cial innovation: the largest online community
of activists in the world, a local network of
networks that exchange goods and services
without using money, a food bank specialized
in recovering food that has not been traded
commercially and re-distributing it to people
in need, and an organization from the Uni-
ted Kingdom government with the mission
to apply behavioral finances to public policies
in search of social well-being. This shows the
enormous diversity of current social innova-
tion types.

With the Momentum Project in Spain,
BBVA and ESADE wish to support social
entrepreneurs to create a powerful social en-
trepreneurship ecosystem that may respond
to many of the problems that the economic
system of this country has to face. Social en-
trepreneurs with the power to innovate and an
energetic and persistent attitude are essential
to the change process. At Momentum, they
receive support and access to funding so that
they can succeed in the markets where they
compete in, and grow and scale their impact.



he Prosperidad para todos National Develo-
pment Plan 2010-2014, acknowledges inno-
vation as an essential axis for all development
scenarios, guaranteeing the sustainability of
economic growth, but also the country’s com-
petitiveness, environmental sustainability, and
social progress. On the other hand, the Na-
tional Innovation Strategy includes the pro-
motion of social innovation as a mechanism
that allows secking and developing novelty
solutions to social issues in Colombia, where
the reduction of poverty, and improving life
conditions of the most vulnerable population
are the most important.

Within this context, the Social Innovation
Center - CIS, from the National Agency for
Overcoming Extreme Poverty - ANSPE; is a
pioneer strategy to develop social innovation
from the Public perspective.

An entity such as this, which seeks to iden-
tify, scale, and reply alternate solutions to
the necessities of those populations suffering
from extreme poverty; has to face significant
barriers that are explained basically with the
fact that Public logic is different from that of
other sectors.

When complying with their mandate, Sta-
te institutions must focus on enhancing their

Natalia Currea Dereser, Knowledge management coordinator at ANSPE

Colombia has shown to be lagging behind considerably with respect to countries with similar characteristics
regarding the development of science, technology and innovation. In 2009, the total research and develop-
ment investment in Colombia was of 0.2% of the GDP; a very low percentage in comparison with countries

such as Argentina, which invests 0.5%, Chile 0.7%, Brazil 0.8% or South Korea 3.2%".

coverage, which has an impact on their pro-
grams’ relevance. The solutions offered in the
housing sector are an example of this situa-
tion, where building materials and technical
features for homes are standardized without
regard to the community’s context. On the
other hand, social innovation processes arise
to respond to specific needs in the community
with methodologies that are based on the so-
cial, cultural and geographic characteristics of
a particular community that will ensure both
the allocation and relevance of these solutions.

It is also necessary to understand that social
innovation is linked to social change that re-
quires time to be both understood and adop-
ted. On the contrary, planning processes are
long and laborious in the public sector, and
execution processes are usually short, in res-
ponse to annual fiscal periods.

Social innovation usually goes through
stages of creation and developing the idea,
prototype and pilot. This process includes the
opportunity to run trial and error exercises,
where the possibility of failure in social inno-
vation is acknowledged. For the public sector,
this dynamic is difficult to adopt, as it’s not
possible o assume the investment in projects
that imply risk capital.

OBSERVAR 28
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There are also other types of barriers. The
first one is related to the generation and ap-
propriation of knowledge around social in-
novation. There are different ways to define
social innovation: it can be a process, a solu-
tion, a practice, a product, a methodology, a
new design, or a change in ideology, or cultu-
re. This is a concept in its early stage of deve-
lopment and it establishes certain dilemmas
and discussions such as the difference between
social entrepreneurship and social innovation,
or the association between social innovation
and social development. To enrich this de-
bate, it’s necessary to recognize the value of
all knowledge from different sectors: the aca-
demy, public entities, private companies,
NGOs, and specially the knowledge from ex-
perience and wisdom of communities.

‘The latter is associated with the need for
reinforcing a culture of organization and do-
cumentation of social innovation experiences;
this knowledge will be the foundation for the
collective strengthening of projects based on
the generation and dissemination of lessons
learned.

In addition, we must mention the false be-
lief that investing in social innovation is not
profitable. To understand this is not the case,
it is necessary to have a profound understan-
ding of what social profitability is.

Lastly, there is yet no favorable environ-
ment for social innovation. Colombia lacks a
culture of association based on collaboration
between organizations to promote the growth
of all stakeholders. There is a fragmentation
of local stakeholders and difficulty in agreeing
upon common wills and interests, to solve
common problems.

In spite of confronting major challenges,
it’s important to highlight the significance of
working for social innovation from the public
sector. The CIS offers the possibility of pro-
moting, replicating and escalating solutions
that have been proven with an ensured rele-
vance. At the same time, it is possible to work
more effectively from the Public sector in the
creation of favorable environments to promo-
te eliminating barriers, as well as the creation
of incentives to favor social innovation.

Finally the public sector is required to

lead innovative collaboration schemes

between the public, private, civil society,
academic and community groups that
ensure exchanging lessons learned,
knowledge and expertise.

CIS therefore secks working articulated with
the private sector, the academy and the third
sector; to transform this type of solution into
public policy.

Without a doubt, it is necessary to create
favorable conditions within the government
to promote the development of social innova-
tion initiatives, creating the necessary incenti-
ves for social innovators - both individual and
organizations - to commit to find solutions
for social issues and exclusion, working on

development alternatives for disadvantaged
Colombians.




Globalization, the society of knowledge and the global crisis are generating changes in behavior
and social habits. People are the drivers of change towards a sustainable development model
that is socially responsible and generates wealth while respecting the environment. At Deusto In-
novacion Social, we wish to “look” into the globalization, innovation and social change processes
through people’s eyes; analyzing the impact of these processes in their lives, in the changes in
customs and values, in the transformations of coexistence frameworks and in cultural transfor-
mations. Social empowerment is essential for translating transformation and change processes
into Development and Innovation (D + i) while not generating inequalities or social gaps.

he University of Deusto is known for its clear
social commitment, with the fight for justice
in the world and more specifically in our en-
vironment, and committed to a more fair and
equitable development. To this end, Deusto
seeks socially responsible and sustainable in-
novation, i.e. with the purpose of solving cha-
llenges and maximizing their social environ-
ment. This line of deep understanding and
valuation of social innovation consolidates
Deusto Innovacién Social as a University De-
velopment Unit within the Deusto Founda-
tion, and it’s closely linked to the Faculty of
Social and Human Sciences, that collaborates
in social matters with the rest of Faculties and
Centers in the University of Deusto. In July
2011, the Deusto Innovacién Social 2014

Strategic Plan was approved, including ten
objectives, four Strategic Lines and ten Action
Programs that involve over 150 people.

Deusto Innovacién Social is an initiative of
the University aimed at strengthening research
and knowledge transfer in social innovation
scenarios, at scientifically understanding so-
cial change, anticipating future scenarios and
formulating projects that favor an improve-
ment and transformation of the society, ba-
sed on a few values and attitudes that locate
people at the core of all action scenarios, as we
are deeply convinced of what Aristotle said:
“The purpose of speculative science is truth,
and the purpose of practical science is action”.
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The Strategic Objectives that are sought out in Deusto Innovacion Social are:

1. Collaborating with the structural and cultural transformation required by the society of
knowledge, from the ethical and human perspective that appears in the Deusto University Pro-
ject, and giving the society all the scientific heritage from the University of Deusto, the results
of research and teaching, as well as the results of any other related activity.

2. Promoting the coordination between all stakeholders in the Social Innovation value chain at
the University of Deusto: research, dissemination, transfer and support to social entrepreneur-
ship, providing feedback for teaching activities in all faculties.

3. Obtaining and managing projects, and promoting knowledge transfer activities for all faculties
and centers at the University in the different social environments, with maximum quality.

4. Obtaining collaboration agreements and significant financial resources.

5. Promoting collaboration between faculties, centers and research teams at Deusto around
social matters.

6. Attracting and retaining talent.

7. Collaborating closely with the corporate, institutional and social world.

8. Seeking international presence.

9. Seeking collaboration with other centers of the Aristos Campus Mundus group.

10. Supporting the promotion and dissemination of social research results carried out at Deusto.

Four Strategic Lines: have been deployed for the compliance of these Objectives:

Line 1. Research and transfer. Deusto Innovacién Social intends to support and value the research on social
matters and the transfer of knowledge generated for society at local, national and international levels.

Line 2. Networks and social projection. Deusto Innovacién Social promotes the profile of the University of
Deusto as a center committed to the transformation of society, through its research, outreach, and action, and
by way of its participation in social, citizen, institutional and corporate networks at local and international
levels.

Line 3. Management and people. Deusto Innovacién Social is a center that gathers and promotes quality
social research, in a motivated, participative and efficient manner at the service of people seeking continuous
improvement in all of their actions and services “from”, “for” and “with” people.

Line 4. Principles and values. College education is increasingly more explicit in its commitment to the tea-
ching of values, and this is especially true at the University of Deusto, a Jesuit University. The commitment
towards values underlies the identity of Deusto Innovacidn Social, and is inherent to the services offered to the
university community, specifically the society in general.
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To execute the 2014 Social Innovation
Strategic Plan, our value chain begins with
Applied Social Research to try and understand
social change, anticipate future scenarios and
prepare projects in favor of an improvement
and transformation of the society. We conti-
nue with Education in Social Competencies
to qualify students with the competencies
required for their life and work, beyond the
knowledge obtained during their college
years. The third link is the Transfer to Society
to transform knowledge into specific results.
In fourth place we consider Communication
and Awareness around the knowledge ne-
cessary for society, essential to participate in
a responsible culture that is sustainable over
time. Lastly, the promotion of Social Entre-
preneurship through competency building to
develop people in a comprehensive fashion
and improve their level of enjoyment.

In each of the sections of our value chain,
Deusto Innovacién Social works on the diffe-
rent streams of human behavior before social
transformations, prioritizing four scenarios:
Urban and territorial sustainability; Public

policies and governance; Va-
lues, Social Wellbeing and Life
conditions, and; Tourism, Lei-
sure, Culture and Sports.

Certain examples of pro-
jects carried out in Deusto

Innovacién Social are among
others, the Bilbao Neighbor-
hood Urban Observatory (Ob-
servatorio Urbano de Barrios
de Bilbao), the urban project
citizen participation process
of the Garellano zone, the co-
direction of the publication of the
book on the Fourth Sector in Euska-

di, sessions of discussion and cooperation of
different agents implicated in specific realities
such as youth employment, equality, sustai-
nability, etc.

To close, I would like to insist in the fact
that Social Innovation is the mark of exce-
llence at the University of Deusto. Because
everything is made “by” people, “for” people
and “with” people.
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t Socialab we wish to bring companies and so-
ciety together. They can both benefit from ac-
ting as allies rather than enemies. Social inno-
vation is the path to follow to achieve this goal.
We have developed social innovation consul-
tancies with this purpose in mind, through a
process of co-creation, together with future
users, providing advice to companies in the
development of new business units that seek
to serve the poorest members of society, and
including them as valuable consumers.

If the company achieves its goal, it will be
able to generate business with tremendous po-
tential (63% of the global population is poor
and is not being served) and will also generate
positive social change with a broad impact, by
democratizing the market and satisfying this
segment’s needs. This is somewhat of a Cor-
porate Social Responsibility 2.0 with high so-
cial profitability and economic return. Some
companies in Latin America have undertaken
this challenge with excellent results: Movistar,
Inchalam, CGE, and Jardem, to name a few.

S /N il S

social innovation
learning practices

Ignacio Vidal, Socialab general manager

Movistar, for example, after its partnership
with Socialab, broke a huge paradigm related
to the creditworthiness of the poorest segment
in Chile. They understood the context and
realized that these families spent close to USD
$50 on connectivity, but through a cyber-
cafe. Movistar proposed a notebook (paid in
monthly installments) with mobile Internet.
The outcome for these families was to pay less
(close to USD $30 a month), having Internet
at home and on their own computer. For Mo-
vistar this meant generating a new business
unit where over 2 million families were to be
connected in 3 years.

A few years from now, companies will be
forced to reinvent themselves if they wish to
survive an increasingly saturated and compe-
titive market. At Socialab, little by little, we
are showing the world the opportunity that
lays in serving this large segment that has
been traditionally stereotyped by society as
commercially irrelevant. By portraying them
as valued consumers, we see business as the



most powerful tool for overcoming poverty.
Today we have the participation of Chile,
Argentina, Uruguay and starting the end of
2012; Colombia. At Socialab we also have an
open innovation platform where we seek to
promote the development of future social en-
trepreneurs to solve the most significant pro-
blems they face.

What we do at www.socialab.com is to
bring a problem from the field, together with
the users (or future clients) that live in the
most vulnerable communities. We convert it
into a challenge and we post it on the plat-
form, making it available to the community.
We then fund and support whoever may sol-
ve it in a sustainable and responsible fashion,
allowing ideas to be transformed into a scala-
ble project, as this has the potential of creating
an impact and changing the world, becoming
an essential tool to overcome poverty.

The support provided to entrepreneurs
considers a planning process that includes a 10
month period for incubation at the Socialab
academy, where the main basis is to solve in a
fast and inexpensive way, through a methodo-
logy focused on the user and considering co-
creation with people present throughout the
entire process.

Proyecta Colombia, the first contest or-
ganized with Anspe and Compartamos con
Colombia ended a few days ago; the challen-
ge was to solve qualitative housing issues in
the extreme poverty sector. We received 136
solutions, after a 2-month process in which
entrepreneurs left their offices and worked to-
gether with their future users. Only 8 reached
the grand finale, where the evaluating panel
selected 5 to receive funding,

Unfortunately there are several cultural
barriers that do not allow seeing entrepre-
neurship and social innovation as solutions
to complex social problems with high impact
and return. One of these barriers lays in un-
derstanding these complex problems through
their sadness. When this happens, they’ll be
seen through the lens of assistance and charity.

But our focus is that civil society
and the private sector see these

issues as challenges without
any shame.

On the other hand, there is also a demo-
nization of profit, which does not coexist
properly with social wellbeing; they are prac-
tically understood as opposite. We understand
profit as the generation of return by an initia-
tive. For a social business to become viable it
must generate a positive impact in people and
must be economically profitable, otherwise
it will be doomed to failure. Being profitable
does not mean obtaining profit indiscrimina-
tely. As long as there is no difference establis-
hed, there will be a negative impact on social
innovation.
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Gomfama within the Social

Innovation Gontext

hanges of great complexity are to be expected
in societies characterized by their diversity and
dynamism. Comfama was created in 1954 at
a time when a particular social context per-
mitted a consensus between entrepreneurs
and workers to flourish, giving rise to a go-
vernance model geared towards public-private
partnerships.

Institutional literature tends to highlight
those innovative projects that have left a mark
in our target population. However, behind
each of these projects there is an institution
that, since its inception, has incorporated so-
cial innovation as the core of its interventions.

The arrival of new players, the growth of the
service sector, early de-industrialization, and
business informality, among other social pro-
blems, have added complexity to the provision
of social services, making social innovation a
problematic subject. Nonetheless, one of the
keys of our success in seeking innovation lies
in reducing complexity and having the capa-
city to reinvent our organization.

“Comfama connects other actors in a strate-
gic manner around common problems and then
coordinates administratively to ensure that local
solutions are found, fitted and implemented. Its
results are evident in the high levels of user satis-
faction in its many service lines, and in the posi-
tive perspectives its partners have about the work
it does. Business, labor and political partners are
effusive abour the organization.” (Andrews and
Hoyos, 2012).

Over the years, Comfama has evolved ac-
cording to the social demands of the region,
addressing them with everything from edu-
cation loans for the employees’ children, to
training services, surgical services, education
aimed at incorporating women into the labor
market, or childcare and preschool facilities
to ease the mothers™ participation in the eco-
nomy. In this way, services have been progres-
sively added in accordance with the needs of
the population over several decades, all aimed
at insuring the well-being of the working po-
pulation.



Comfama brings organizations from these
different sectors together to ensure services are
made available to beneficiaries. It typically plays
both a strategic and administrative role in these
processes. The strategic role involves connecting
organizations at a policy or mission level to agree
on what services need to be provided, how this
should happen, and who should be involved. The
administrative role involves coordinating actual
operations across multiple organizations and of-
ten providing the hands-on management requi-
red to run service delivery facilities and processes.
There are various examples that explain these
roles, in providing more traditional public sector
services (like housing and education) and in fos-
tering engagements to promote entrepreneurship
(including new business development) and com-
munity building. (Andrews and Hoyos, 2012).

If we are to analyze its institutional history,
innovation can be identified as a constant
factor in Comfama’s evolution. The question
becomes: How did these innovations come
about? One could argue that one of the keys
of innovation involves reducing complexity
without simplifying reality in order to anti-
cipate emerging social needs. This approach
led Harvard University to express interest in
making Comfama one of its case studies.!

The case methodology is employed by a
number of schools at Harvard as a pedagogi-
cal exercise in simulation, in which a board
of directors must address a concrete problem
or challenge analytically, and decide upon the
best response within several alternative sce-
narios. The central question for the Comfa-
ma case study was whether the best practice
embodied in the partnership model for the
provision of social services could be replica-
ted in other countries, and if so, under which
conditions.

One of the groups conclusions worth
highlighting here is that one of the secrets
of Comfama’s success that can become an
international best practice isn’t so much the
model it follows, but rather its organizational
structure and governance. The best practice
consists in the way Comfama has built ins-
titutional relations to do a detailed needs as-
sessment in the area it seeks to operate in, and
develops the mechanisms to adapt and produ-

ce adequate solutions. It has thus consolidated
the competency of becoming a strategic node
among actors, catalyzing and leveraging capa-
cities within this fabric of actors, and acting as
a tactical coordinator and active administrator
of the interaction in order to facilitate adequa-
te, productive and successful implementation
of the solutions.?

Faced with a historic lack of capacity
among public agencies, Comfama’s model has
been able to leverage the ethical commitment
and executive capabilities of a strong private
sector in the service of efficient and profitable
social service provision. Comfama was able to
unleash what, in the words of the prestigious
economist Dani Roddrick, is called ’social
spin’, which is a sustained engine of practi-
ces and solutions to new challenges, which is,
for Roddrick, a model that could be adapted
successfully to the industrial practices of many
countries. The report points out that:

Con el tiempo se ha convertido en un cata-
lizador para las asociaciones piiblico-privadas,
a través de intervenciones caracterizadas por la
transparencia y el profesionalismo. Sus actuales
niveles de actividad son mucho mds amplios de
lo que eran incluso hace una década, en parte
porque han sido vistas como efectivas y confia-
bles, y porque leyes como las de 1993 y 2002 per-
mitieron ampliar el portafolio de servicios y crear
nuevas alianzas. Indudablemente, es un modelo
organizacional al que deben mirar otros paises
en vias de desarrollo, pero con un cuidadoso and-
lisis de sus raices y de los muchos acontecimientos
que fomentaron su crecimiento (Andrews y Ho-
yos, 2012).

Over time it has become a catalyst for pu-
blic-private partnerships that generate social
development, through engagements charac-
terized by transparency and professionalism.
Its current levels of activity are much more
expansive than they were even a decade ago,
partly because they have been seen as effecti-
ve and trusted, and because laws like those in
1993 and 2002 allowed an expanded service
portfolio and the creation of new alliances. It
is undoubtedly an organizational model that
other developing countries should look at, but
with a careful consideration of its roots and
the many events that fostered its growth.
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Tong Yee, director of The Thought Collective

ingapore’s context is very unique, in that we are one of the few
countries in the world that enjoy the privilege of having a very
reliable and eficient government. It is often joked in Singapo-
re that our government is the biggest and most successful so-
cial enterprise in the world given it’s track record in achieving
phenomenal economic growth while broadly addressing social
development issues in our rapidly growing state. Ironically, it
is because of our overall responsible government that our own
citizens have not been motivated in creating civic solutions
of our own, much less social enterprises or civic movements.
Global changes have however brought extremely tumultuous
waves of change to our shores and it seems that the necessity to
create ground up solutions is of paramount importance now.

For one, the past three years have seen an unusually dis-
senting populace become increasingly critical of our govern-
ment. This trend is not dissimilar to the broader global trends
we are also witnessing in Russia, China, the Middle East and
South East Asia; an increased access to ideas and the ability
to connect and organise themselves seamlessly online has em-
boldened the public to speak passionately about our growing
income gap, rising living costs and seemingly ineffective state
policy. At the heart of it, our traditionally stalwart institutions
have began to lose the trust of our people, creating a serendi-
pitously conducive space for the growth of civic driven social
enterprise and innovation. With the recognition that we need
to encourage ground up initiatives, the Singapore government
has generously invested in social sector capacity building such
that a now cynical populace can begin to find new entities by

which they can trust and rely on, while not compromising on
addressing broader national needs.

This is the unique space that we, the Thought Collective,
found ourselves in 11 years ago. In 2002, most of us on the
pioneering team were public school teachers that desired to
set up a school serving the unfortunate in Singapore, a school
that would go beyond the course of curriculum study and find
innovate ways to combat apathy and irresponsibility in our
society. Without taking government funding, we pooled re-
sources together and raised enough to set up our first entity.




What began as a work of the heart to serve
those that struggled financially in Singapore,
has since grown into a collective of 5 social
enterprises with a combined staff strength of
140 people and bringing in annual revenues
of approximately S$9 million. We honestly
never imagined that our vision for our social
enterprises would scale to this stage but the
past decade has indeed taught us multiple
things and we look forward to sharing the key
strategies and learning in this article.

Capitalise on existing
market habits

In Singapore, there are some very strong sec-
tors that benefit from market trust or love
in certain goods and services. The education
sector for instance is very stable and it always
happens to be the first industry that we deve-
loped our first social enterprise in. Our social
mission of combatting apathy through our
classes, gained much popularity not because
people cared about our social mission, but be-
cause people already had habits of going for
tuition classes. Capitalising on Singaporean
market habits helped keep us sustainable in
the early years.

Our social mission is not an
excuse for market mediocrity

Too often, people believe that because they are
doing work for a good cause and support a
social mission that it is good enough reason
for them to patronise their social enterpri-
se. This i=cannot be further from the truth.
In Singapore, and probably similarly across
the world, a social enterprise is subject to the
same standards and quality expectation as any
other enterprise. In that sense, social enter-
prises are therein much more challenging to
be successful. Never let your product become

mediocre simply because you believe you are
doing good and are justified in being average.

Solve your own problems
through new businesses

The Thought Collective consistently solved
our own internal problems by setting up new
businesses. This lateral expansion benefitted
us in several ways. Setting up our own pu-
blishing company in order to satisfy our own
need for a marketing platform allowed us to
build more capabilities as a group of compa-
nies, without needing to outsource too often.
Strategically, each new company we set up
was helpful in serving our most immediate
and costly needs. This kept operating costs
low and also made us increasingly nimble
in adapting to changing global context and
needs.

Serving other players
redefine your clients

and pool of resources

When we began to develop more and more
capabilities, we discovered that we were in an
increasingly advantageous position to bene-
fit and help others. Unlike most entities that
continue to struggle with the bottom line and
remain in financial siege, we were able to be-
nefit from our lateral expansion by creating
different ways we served younger enterprises.
Offering shared office space, free advertising
through more publications and complimen-
tary event space in our restaurants lowered the
costs of other start-ups and helped us make
more friends and learn from each other. We
planned our enterprises always with the agen-
das of our nation, communities and other
corporate entities in mind. This redefined
who we set ourselves up to serve and gave the
impetus for many synergistic new solutions.
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Passion and charisma are both
a choice and a skill,they are

not innate talents

Both passion and charisma were immensely
helpful in allowing our projects to grow as we
were able to communicate vision with grea-
ter ease and built trust with less resistance
from others. Charisma as a short term effect
should not be under-estimated and passion as
a long-term driver should similarly not be un-
derstated as a crucial skill. Too many believe
that passion and charisma are inborn but this
belief distracts from the fact that we can also
choose to be vulnerable, emotionally com-
mitted and empathetic; all skills that can be
practiced with a consequent rise in passion for
life and other’s interest in you and your work.

It is ok if you do not
know what you are doing

5 social enterprises and multiple successful so-
cial initiatives later, we confidently say that we
only learnt what we now know in retrospect.
In the beginning we rarely understood what
we were doing or where we were going. This
remains true till today. What we remain com-
mitted to are our social missions and it is this
responsibility to the multiple things that we
have chosen to lead in that has inspired us to
continue to learn and develop new skills. Our
scope of responsibilities define our scope of
skills. People who created change in the world
were not experts in their field of change; they
were simply willing to lead and learnt what
they needed to know along the way.




Inclusive businesses:

innovation for value cocreation
with the base of the pyramid

German Ignacio Casas Arango, Comfama-IDB Base of the Pyramid Markets Advisor.

The Base of the Pyramid (BoP) concept addresses the segment of the world’s population loca-
ted in the lower and middle portions of the world economic pyramid. Close to 4 billion of the
world’s low income persons find it difficult to meet all their food, transportation, education and
other needs with their earnings. In spite of their low purchasing power, however, World Resou-
rces Institute and International Finance Corporation studies demonstrate that BoP consumers
represent more than US$ 500 billion in purchasing power parity.’

OBSERVAR 28

59



60

OBSERVAR 28

ntent on proposing an effective solution capa-
ble of eradicating poverty, Indian and North
American authors C.K. Prahalad and Stuart L.
Hart have argued that low income individuals
should no longer be seen as victims or as a
burden on society and governments. Instead,
their potential should be tapped as “highly
creative entrepreneurs and consumers who are
conscious of value, quality and performance,
capable of contributing to the economic and
social development of their nations and re-
gions.”

This article presents some of the charac-
teristics of BoP markets that pose barriers to
market creation and development, efficient
use of resources and access to goods and ser-
vices for those who are part of the BoP. It also
introduces an innovative solution that several
multilateral organizations fighting poverty
are implementing in Latin America and the
Caribbean, a new tool to improve the living
standards of low-income individuals specifica-
lly called Inclusive Business.

Breaking Traditional Paradigms

In order to overcome poverty, the intervention
process must be seen as one of joint creation
or what the authors call co-creation, where
BoP consumers are regarded with respect as
individuals who contribute to the resolution
of their problems. Participation by stakehol-
ders is required for the proper conditions to
be created. Thus the private sector plays a fun-
damental role in raising the purchasing power
of the poor, promoting alliances and mutual
trust with consumers at the base of the pyra-
mid to facilitate access to and consumption
of its products, and implementing measures
to minimize asymmetries in contractual infor-
mation, in this way generating mutually bene-
ficial businesses.

To produce the expected impact of value
co-creation and economic inclusion of low-
income individuals, the new BoP negotia-
tion approaches need to work exhaustively to
change the mindset of business and political
leaders, multilateral agencies, nongovernmen-

tal organizations and philanthropic entities.
They need to intervene in a coordinated way
and abandon the social and economic assis-
tance-based model.

An Innovation Opportunity

The BoP is an important fraction of the
world’s population comprising a little- explo-
red and unexploited market. C.K. Prahalad
detects entry barriers to meeting the needs of
those at the base of the pyramid, highlighting
the following:

o The lack of understanding and penetra-
tion of these markets, together with deficient
implementation of innovative technologies to
this effect.

e Environments that restrict access to fi-
nancial services for the poorest individuals.

o Information asymmetries and the high
transaction costs involved in the processes of
creation, supply and consumption of goods
and services for the population at the base of
the pyramid, in part due to the lack of phy-
sical infrastructure and poor connectivity in
countries.

In Latin America and the Ca-
ribbean (LAC), according to the
World Resources Institute and
International Finance Corpora-
tion figures from their publication
The Next Four Billion, 70% of the
population, or close to 360 million
people, lives on less than 300 dollars a month.
This market has a very high unmet demand
for basic goods and services, jobs and decent
housing.

In absolute terms, the countries contribu-
ting the largest population figures to the base
of the pyramid in the continent are Brazil with
114.5 million, Mexico with 76.5 million and
Colombia with 30.5 million. Nevertheless, in
terms of percentage of the total population,
the BoP represents 65% in the first case, 75%
in the second and 70% of the population in




the third case. In contrast, Haiti with 95%,
followed by Ecuador and Bolivia with 90%,
which are the countries with the largest per-
centage of their population included in the
base of the economic pyramid.

These are not encouraging figures for Latin
America and Caribbean, but they do represent
opportunities for innovation and new market
development to promote the inclusion of
low-income individuals in the generation of
economic value. This potential US $509 bi-
llion market (in terms of purchasing power
parity) is unexploited and can lead to new
business creation for both BoP individuals
and large companies seeking to supply basic
unmet needs. Such opportunities can lead to
profitable businesses and help reduce poverty
thanks to the higher purchasing power of low-
income individuals, made possible by their
inclusion in the productive and distribution
chains of large companies.

Implementation of an Innovative
Business Model

Seeing low income individuals as potential
producers and consumers makes it possi-
ble to create new business opportunities
at the BoP, meeting needs that would not
be met under traditional production and
distribution approaches. The possibility
is generated of promoting a new business
model that can more actively involve this
low-income population in the generation of
economic value, producing impact on several
fronts (social, economic, environmental) with
the same effort.

One innovative proposal implemented by
several multilateral organizations, including
the Inter-American Development Bank, is
Inclusive Business (IB) as a significant value
creation contribution. IB is defined as “a busi-
ness initiative that includes low income com-
munities as part of company value chains,
promoting poverty reduction and creating
win-win situations in which companies and
communities mutually benefit each other.”

IBs operate by means of the interaction
between a company called the “anchor” or
“tractor” company with local entrepreneurs
and consumers, with the goal of minimizing
transaction costs and maximizing social bene-
fits for the impacted community. The anchor
company adds low-income persons to its pro-
duction network, either as business partners,
raw materials suppliers or service providers
and distributors and finally as consumers,
when the company introduces products and
services that meet the needs of low income
persons, fulfilling conditions of accessibility

and quality.

Figure presents an Inclusive Business plan
proposed by the Colombian Business Council
for Sustainable Development [Consejo em-
presarial colombiano para el desarrollo sos-
tenible] (CECODES). The flow in the figure
clearly shows the players involved in BI. The
anchor company includes low income indivi-
duals in its value chain, while state agencies,
multilateral organizations and NGOs dyna-
mically accompany, support and promote the
creation of new businesses, including the pro-
vision of timely feedback.

Source: Colombian Business Council for Sustainable Development [Consejo Empresarial
Colombiano para el Desarrollo Sostenible] (CECODES).
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Large and medium-sized enterprises, micro-
enterprises, civil society organizations and the
public sector all converge in IB, with ever-
yone seeking to improve the situation of the
poorest segments of the population. This can
increase market investment capacity, optimize
supply chains, improve product quality, in-
crease information use and help reduce tran-
saction costs.

With the participation of multiple organi-
zations interested in generating new markets
and reducing property, valuable opportunities
are created to more effectively provide goods
and services to the base of the pyramid. The
social costs of poverty are reduced, while eco-
nomies of scale, aggregation and scope are
generated, which permit better use of scarce
resources.

If a single organization were to address the
conditions that generate poverty traps, wor-
king without the collaboration of others, al-

most unlimited resources would be required
---something which, in the context of a global
economy, is not possible--. Hence the need
for proper coordination of policies capable of
creating public-private alliances, where mul-
tiple results-oriented resources concur under
management to facilitate the measurement of
the impact produced by the interventions.

Interventions need to be comprehensive,
since all possible aspects must be included,
together with the proper know-how, so that
the tools that help reduce poverty can be
used in and adapted to hostile BoP market
conditions. Past experiences must be used to
adapt new tactics for the future. Success cases
must be replicated, understanding that each
country has its own particularities, but also
acknowledging that most countries face the
same plague of poverty and also have the same
opportunities to jointly combat poverty, with
the valuable participation of organizations
that have successfully addressed the issue.




In conclusion, it must be understood that BoP markets do not constitute
a solid block where one solution fits all. On the contrary, in order to satisfy
their needs these markets must be understood as having multiple sub-segments
requiring different solutions, depending on the social and economic context.
Therefore multi-dimensional and flexible solutions must be created that can
rapidly adapt to the needs found in hostile environments.

When the agents involved are capable of understanding the different needs
involved and how to address them, market opportunities will create virtuous
circles capable of producing benefits for all parties involved. This will conside-
rably reduce transaction costs and help reduce poverty in regions, while brea-
king with the traditional paradigms that economic agents have been acting in.
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