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Social Business:  A Universal Concept in Scope?

The concept of ‘social business’, inspired by Nobel Peace Prize Laureate Professor Muhammad Yunus, is universal in scope at both a theoretical and at a practical level. 

· On a theoretical level, this is because it encompasses all the various dimensions that make up a human being. Capitalism has often reduced human beings to a single dimension, namely a selfish quest for success measured by a single indicator – profit, when in fact they are actually capable of devoting the same energy and the same talent to selfless causes. The example has been set by a number of American billionaires who have amassed fortunes from their businesses and who devote the second part of their lives to philanthropic causes with the same energy and leadership. Why do these two commitments have to come one after the other? Why not combine them into a single concept – social business – based on the motivations that inspire these talented entrepreneurs from the outset? 
· On a practical level, the concept of ‘social business’ which Yunus (2007, 2010) introduced to solve social problems can be applied to a diverse range of situations, whether in countries faced with underdevelopment or in developed countries faced with social issues such as unemployment and marginalisation, exacerbated by the financial and economic crisis. Concrete examples abound in countries as diverse as Bangladesh, France, Senegal and the United States.
Although the concept is universal in scope, its practical application has to fit each country's specific political and cultural environment, and legal and financial system. It may therefore encounter difficulties in a particular country due to unfortunate experiences in the past, or be confused with similar concepts that form part of a particular country's tradition. We should encourage each country to endorse the concept, enrich it with its own reflections and practical experience, whilst remaining attentive to the risk of confusion, poor interpretation or deformation.

The purpose of this article is to place the concept of social business in the context of France's economic, social and political environment and to identify the driving forces that can help to develop the concept within France's legal and financial system.
1. The French Context
Although people in Beijing, New York or São Paulo might think of Europe as a single group of old nations with the same culture, and although for the last half a century these nations have been building a European union that is increasingly integrated on an economic level, they nonetheless have some very different traditions in their relationship with capitalism. Somewhere between British liberalism and German capitalism, France has a different tradition, the key features of which are:
A tradition of state intervention in the economy
First, the State has traditionally played an interventionist role in the economy. This is, known as Colbertism after Jean-Baptise Colbert, France's Minister of Finance under Louis XIV in the seventeenth century, who developed State manufacturing industries. The State-driven economy found political and social justification throughout the twentieth century in Marxist ideology, which had a strong influence on, and even dominated the entire French Left. This resulted in the nationalisation of entire swathes of the French economy in two waves, in 1945 and 1981. Today, the State's role as an economic agent is declining rapidly, mainly due to market liberalisation and deregulation under single European market rules. Almost all the public sector companies have been privatised and many public services are now managed on a private business model. However, the State still plays a much more important role in the French economy than it does in other European countries.
A strong “social economy sector” accounting for 10% of French GDP

Secondly, France has sought a third way between hard capitalism and a state-run economy, which it calls “économie sociale” or "social economy"
. This movement has its roots in the ideologies of the second half of the nineteenth century, a mix of social utopia inspired by Fourrier and Proudhon and concrete cooperation initiatives aimed at bringing production, distribution and consumption closer to the economic agents concerned. The “social economy” aims to develop and implement innovative types of social organisation, corporate governance and profit distribution based on the values of participative democracy, financial solidarity and social justice. The “social economy” movement enjoyed a surge of renewed popularity just after the Second World War, with the introduction of the "Conseil National de la Résistance" programme, which notably resulted in the creation of a social welfare system and the adoption of a mutual status and a cooperative status. Today, the French concept of “social economy” encompasses a disparate set of businesses that fall into three legal categories:
· Associations: some associations are true businesses that provide goods and services. A good example is the SOS Group, which employs more than 3,000 people in France in healthcare, assistance services and waste recycling. The Group is owned by three associations. From an economic point of view, an association that engages in a competitive business activity is subject to the same rules, including tax regulations, as a private business. However, any profits made by the association must be transferred to reserves; they may not be distributed.  

· Mutual organisations: there are 2,100 mutual organisations in France, providing care and support services to some 38 million people. There are also 41 mutual insurance companies that insure 24 million people. Mutuals are social organisations operating on the principle of solidarity between their members. They may make a profit, but there are strict rules on its distribution to members.

· Cooperatives: there are 21,000 cooperatives in France spanning all business sectors and employing 700,000 people. Their capital is owned by members in the form of member shares. Unlike ordinary shares, member shares may only be exchanged at their par value. Their value does not move in line with a market price or with changes in net asset value. Cooperatives may pay dividends if they make enough profit but the amount is capped by law. This effectively means that most of the value created by a cooperative must be ploughed back into the business and contribute to its development. Another fundamental principle governing cooperatives is the "one person, one vote" rule, which enables all members to take an equal part in decision-making regardless of the number of member shares they own.

Apart from the "social economy" in the strict sense, France has also seen a strong surge in real "social business" created by associations such as the Emmaus movement or Habitat et Humanisme, spanning areas as varied as waste recycling and housing construction for the poor. These initiatives all aim to reintegrate the excluded, the long-term unemployed and the homeless, by offering them real jobs in sustainable businesses with a social purpose. These "social inclusion" businesses are encouraged by the State and the local authorities. The whole of what France calls the so called “social economy” accounts for about 10% of French GNP. 

A relatively weak philanthropic tradition
A third feature of the French system is the relatively minor role played by philanthropy compared with the United States for example. This is partly because French people have always been prudish about (or ashamed of?) money: wealth should never be openly displayed even if it is for a good cause. In addition, in a country where compulsory social contributions are among the highest in Europe, most people believe that wealth should be redistributed through taxes rather than through individual philanthropic actions and that the State is primarily responsible for resolving a social problem or mending a social injustice.
In a country where a large part of the intelligentsia and the political and trade union movement have long disagreed with the very principles of the market economy, any alternative to the capitalist system is considered with sympathy and interest. It is symptomatic that Professor Yunus’s 2007 book "Creating a World Without Poverty" was published in France under the title "Towards a New Capitalism". There is then a risk that the concept of ‘social business’ will be highjacked from its original purpose – which is to provide a practical solution to a social problem – and become part of an ideological debate on the "alternative economy".
2. The Concept of ‘Social Business’ Has Struck a Chord in France

Professor Yunus is greatly admired in France. Banishing poverty, giving  poor people their dignity by acknowledging that they have a right to credit, giving everyone access to basic goods and services through a social cause-driven business model: these are all aims that strike a real chord in a country with a long-established tradition of crusading for justice, solidarity and equality. 
He hits a sensitive nerve and provokes spontaneous endorsement from many French people of all ages and social backgrounds with his belief that a person's altruistic dimension can be expressed in the economic field through a new type of business whose owners aim to create a social benefit for the poor rather than a financial benefit for themselves. Young people are particularly sensitive to this approach; many of them wish to gain their professional experience by working for social and ethical organisations and are ready to make sacrifices in terms of salary to do so. But in exchange they demand a high level of respect for the organisation's aims as well as the development of practical tools to make sure that its stated values are properly observed. 
In the area of development, the new way described by Dr Yunus, is of interest to all those who are aware of both the limitations of public aid for development and the shortcomings of an approach based entirely on donations and charity. Various scandals in the "charity business" have put many donors off.
The financial and economic crisis has strengthened the feeling that the "invisible hand of the market", far from leading to prosperity for everyone, actually accentuates inequalities and creates exclusion. It has resulted in a strong desire to put human values back into the economic and financial world. From this point of view, Professor Yunus’s social business idea strikes a real chord. 
French companies at the forefront of the development of social business

The Social Business approach developed by Professor Yunus has found strong support in the large French corporations.
Big Corporates: The Examples of Danone and Veolia
The experiences of Danone and Véolia in Bangladesh, in partnership with the Grameen Bank, are sufficiently well known and indeed joyfully described by Professor Yunus himself in his latest 2010 book "Building Social Business". They are in some ways the prototypes of social business (joint ventures).
Leading Banks: The Example of Credit Agricole - Grameen Credit Agricole Microfinance Foundation

The initiatives taken by Dr Yunus have also found powerful support in France in the banking sector, through his partnership with France's largest bank, Crédit Agricole. This partnership led to the creation in 2008 of the Grameen Crédit Agricole Microfinance Foundation, which was endowed with €50 million by Crédit Agricole S.A. Its mission is twofold: to encourage and support the development of microfinance institutions and to facilitate the emergence of social business, thereby contributing to the fight against poverty. The Foundation itself operates as a social business; its €50 million endowment is used, on a revolving basis, to grant loans or guarantees and to provide equity for social businesses, based on rigorously analysed financial and social criteria. Operating expenses and the cost of risk are covered by its revenue and any profit is ploughed back into the Foundation's mission in the form of technical assistance to partner institutions and businesses.
Other Initiatives: Major French Companies – Essilor, SFR
Other major French companies have developed initiatives inspired by social business. For example Essilor, the world leader in prescription lenses, has set up an internal social business model in India to help rural populations who do not have routine access to opticians. It also plans to launch an initiative in France to provide prescription lenses to old people without sufficient social security cover. Another example is SFR, a leading mobile phone operator, which plans to provide deprived families with mobile phones and teach them how to use them.

The French academics and institutions
An "Action Tank", run by HEC and co-chaired by Martin Hirsch and Muhammad Yunus, provides a forum for French companies involved in social business to discuss their experience, encourage one another and benefit from academic research. French universities and Business Schools play a very active role in developing the concepts and models of social entrepreneurship and social business. Apart from HEC which in 2008 sponsored a "Business and Poverty" Chair jointly with Danone, ESSEC created a centre of expertise on social entrepreneurship as early as 2003. Academic research plays a crucial role in distinguishing between the various existing approaches in social entrepreneurship, identifying and assessing practical experience and expanding the debate on how to finance social business projects.

3. Financing Social Business
Like any business project, a social business organisation needs capital, whether in the form of debt or equity. Whilst some of the financing requirement, particularly for the production cycle, could come from bank debt under standard terms and conditions, equity and long-term asset financing requires resources in order to be better geared to the Social Business (SB) model. To achieve its social objective, SB innovates in many ways: product innovation, innovation in production processes, innovation in methods and distribution channels. In addition, seeking the lowest possible prices to make a product affordable to the poorest puts pressure on the trading model. For all these reasons, SB initiatives will find it difficult to convince traditional lenders to provide the long-term funds they need.  As regards equity, the risks inherent in the business and the lack of any return or capital gain for the owners will discourage traditional venture capitalists and, more generally, private equity funds from investing alongside the project promoter. Yet the project promoter will typically not have the ability to provide all the long-term funding required. The development of SB will therefore have to be driven by the creation of special SB funds geared to the approach recommended by Professor Yunus, which can support projects over the long-term and without gain. Who are the investors likely to be interested?
3.1  Companies
Companies of all sizes may be motivated to develop a social business in their field of expertise, such as the examples cited above. These companies and their managers may have altruistic motives but they will also want to use SB to promote their image to the outside world and to create a spirit of cohesion and motivation internally among their employees. These benefits are effective when a company develops a social business or SB fund that falls entirely within the scope of its business activities and its vision. “Danone Communities”, a fund created and managed by Crédit Agricole, is an interesting innovation. It meets the conditions to obtain approval from the Autorité des Marchés Financiers and complies with the European directives on collective investment schemes, yet is able to invest up to 10% of its total assets in SB projects proposed by Danone. Since its creation in 2007, “Danone Communities” has raised €75 million from private individuals (mainly Danone employees and shareholders) and institutional investors – especially those entities related to the Crédit Agricole Group which have invested €20 million. The example of “Danone Communities” illustrates the feasibility of SB investment funds partly financed by a major group and its employees, provided the fund has close connections with the group's business and suitably conveys its image. A similarly inspired fund has been created by Schneider Electric, a leader in the manufacture and supply of medium and low voltage products for electrical systems. Other major companies in the energy sector have similar projects.

By contrast, a generic SB fund, which would be involved in a variety of business sectors unconnected with a group's business activities, would probably have little chance of attracting companies without the benefit of internal or external communication. In addition, except for family businesses, companies that raise capital externally – primarily listed companies – would have great difficulty in justifying a non-profit investment to their shareholders.
3.2  Philanthropy: Foundations and Philanthropic Investors
Professor Yunus is asking investors to make a financial sacrifice for altruistic reasons by giving up the opportunity of earning any dividends or capital gains on their investment, or even any compensation for inflation or exchange rate risk. This sacrifice can be seen as the philanthropic component of an SB investment. In parallel, there is a strong undercurrent in philanthropy away from the traditional endowment approach and towards a more business-orientated model, especially for development (venture philanthropy). Could this dual movement lead to the creation of SB funds financed by philanthropic investors?
In the French context
, this potential source of SB investment comes up against both financial limitations and legal obstacles. France does not have a tradition of philanthropic foundations as they do in America. According to Forbes, France had 15 billionaires in 2006 compared with 55 in Germany and 415 in the USA. The Gates Foundation (€24.46 billion in 2009) has 300 times more capital than the Mérieux Foundation endowment, (€80 million in 2009), which is amongst the largest in France. In addition, the French foundations have traditionally focused largely on culture and do not have an international dimension. A recent report by the Inspection Générale des Finances on "private philanthropy and development aid" submitted to Christine Lagarde, Minister of the Economy in February 2010 puts private philanthropy's contribution to development aid in France at between €650 and 800 million a year as against €12 billion in the USA (OECD estimate) or €37 billion (Hudson Institute estimate). However, it should be noted that most of France's philanthropic contribution to development aid goes to emergency NGOs such as Médecins Sans Frontières or the Red Cross, and that the amount invested in social business projects in developing countries is negligible. 
The French foundations not only suffer from financial limitations but also from legal obstacles. In particular, the public utility foundations come under the control of the Supreme Court (Conseil d'Etat) and are supervised by the Ministry of the Interior, both of which are against foundations becoming involved in the economic and trade world and try to ensure that their endowment is invested in risk-free funds or accounts, with only the interest income being used for their social purpose.

Outside the legal framework of foundations, there is some old and some more recent money in France which could be attracted by and invest in the SB approach promoted by Professor Yunus. The international private banking networks of the major French banking groups could also propose investments in SB funds that meet his definition to some of their wealthy clients. However, we should neither overestimate the amounts that could be raised, nor underestimate the communication that would be required to promote such funds. 

As regards individuals, they willingly give to humanitarian NGOs. They are also encouraged to do so by the 66% tax relief available on their charitable donations. But, under current tax regulations, development aid is not explicitly eligible for tax relief and money invested in SB projects would in any event not qualify. This is highly regrettable.
3.3  The General Public and Employee Savings
French people have a high rate of savings, most of which is invested in collective investment schemes or passbook accounts. Some of these savings are intended to support projects with a strong social focus, through various solidarity-based schemes. The amount of such solidarity investment plans in France was estimated at €2.4 billion in 2009. This is therefore a potentially important source of financing for SB funds. There are two broad types of solidarity investment plans for individuals: 
·  Solidarity Funds: mostly in the form of collective investment schemes, a portion of which is invested in projects with a strong social focus. However, under European regulations on collective investment schemes, no more than 10% of the capital raised can be invested in unlisted companies. The solidarity funds must therefore be set up using the 90/10 model invented by “Danone Communities”, if they wish to obtain approval from the Autorité des Marchés Financiers to raise money from the general public.

· Shared-return Funds: mostly passbook accounts where part of the interest income is allocated to social causes or NGOs. This scheme collected €5.4 million in donations in 2009.
Among the solidarity funds, attention should be paid to the ‘solidarity-based employee savings plans
. French law encourages companies to set up and employees to invest in employee savings plans which, in exchange for freezing the funds for five years, are exempt from capital gains tax and tax on dividends. As of 31 December 2009, almost 12 million French employees have an employee savings account and the total amount invested in France is €85 billion. Employees can choose between several employee savings funds, but French law requires the major companies to offer their employees at least one socially responsible fund, i.e. one fund partially invested in the equity or debt of solidarity organisations. Around 400,000 employees have invested some of their employee savings in such funds. Total employee savings amounted to over €1 billion in 2009, 6% to 7% of which was invested in solidarity organisations, making about €70 million. 
However, the legal definition of "solidarity organisations" is based on purely French legal concepts and does not include social business projects in developing countries. Investments made by Danone employees in “Danone Communities” do not therefore qualify as solidarity savings in the legal sense. This is an anomaly that should be addressed by taking the issue to appropriate authorities, e.g. getting this legal definition expanded.
3.4  Institutional Investors
The amounts quoted above in terms of solidarity savings are a drop in the ocean compared to the vast investments made by institutional investors such as pension funds, insurance companies, mutuals, Caisse des Dépôts, etc. It is tempting to think that even just a small fraction of their investments could be allocated to SB projects, through a specialised fund. This possibility should be explored and tested. However, it is not without its problems. Although some institutional investors do invest in socially responsible funds
, the lack of any return on an SB fund would appear to be an insurmountable barrier because it would be hard to reconcile with the by-laws and investment policies of the institutions concerned. As part of a policy of diversification and socially responsible investing, fund managers in these institutions could envisage allocating a fraction of their funds to non-profit social causes. But to give up any dividends or capital gains right from the outset would be contrary to their duty towards the fund holders. 
Another interesting path to explore is the possibility of capturing even just a small fraction of the investments made in more traditional funds: institutional investors could opt to invest in one or more funds, a small part of which would be reinvested in a pure SB fund, to be created. Under this scenario, the institutional investors would have to be able to "trace" their investments in SB projects and measure their social performance.

3.5  Public Cooperation Agencies
France was among the most active promoters of the UN Millennium Goals. Everyone remembers Jacques Chirac's speech in Johannesburg in 2002: "Our house is burning and we look elsewhere". In addition, France took up the mantle of seeking innovative ways to finance the Millennium Goals, such as a tax on airline tickets paid over to Unitaid to finance the combat against AIDS, malaria and tuberculosis. The Agence Française de Développement (AFD) and its private financing subsidiary Proparco are willing to consider public-private partnerships for development projects. Crédit Agricole created a fund for this purpose called "CAAM AFD Avenirs Durables", 30% of which is allocated to financing AFD initiatives and Proparco projects. Why not get the AFD involved in a SB fund focusing primarily on Africa? The AFD has already agreed to guarantee 50% of the investments made by “Danone Communities” in Social Business projects.
3.6  State Support
As suggested at the beginning of this article, the State plays a much more important role in France than it does for example in the United Kingdom . In 2009, as part of its stimulus policy, the French Government made a massive public bond issue designed to support economic stimulus projects and to invest in research and innovation. The State decided to devote €100 million to developing the social economy (associations, cooperatives) and approved solidarity organisations, appointing the Caisse des Dépôts et Consignations, which has long been involved in support for this sector, to manage the endownment. The aim is to support job-creating initiatives in France by providing equity and quasi-equity (e.g. cheap-rate loans over ten years).
This overview of the potential sources of financing for SB projects in the French context throws up a number of interesting possibilities that could be explored in more detail to develop SB funds that would meet both the definition articulated by Professor Yunus and the specific requirements of each investor category. The Grameen Crédit Agricole Microfinance Foundation has begun to work along these lines with the help of Crédit Agricole Group specialists in employee savings, socially responsible investment and private banking. 
4. Conclusions
The concept of SB will find strong support in France from companies, the financial sector and universities as well as public opinion and the NGOs involved in the fight against poverty and exclusion. It will take off in France, as it has in other countries, if we are able to attract investors seeking to combine a business approach with a social mission and to offer them an extensive range of projects. These investors, whom I brand "social business angels", could either invest directly in the projects or in specialised investment funds. In either case, two key conditions for success will have to be met:

· The social merit of the projects will have to be evident and clearly demonstrated by impact studies or appropriate indicators, and, if possible, validated by reliable third parties.
· Investors must have the ability to recoup their investment after a certain period of time.

A solution to these two conditions would be to create a “social investment exchange” that would provide investors with comprehensive financial and social information on the proposed projects based on recognised standards, and the opportunity of buying or selling debt and equity instruments in social businesses.  Professor Yunus referred to this concept in his book (2010). Such an exchange could soon see the light of day in Europe through the promoters of the NeXii impact investing platform, inspired by the South African SASIX exchange. 
By definition, information and trading platform for social investment could not be restricted to a single country. In addition, the platform itself would have to be created in the form of a social business organisation. 

Neither of these points should raise any major difficulties. Within the European Union context, a market exchange has to comply with rules set out in European directives. In addition, many existing market infrastructures already operate in the form of resource pooling groups or cooperatives and work on a no-profit basis for the benefit of their users.

The difficulty would lie more in adopting common definitions and shared standards to ensure that the information provided to investors is completely unambiguous as regards the nature and objectives of the projects presented.

This is a task which will require everyone’s cooperation and willingness to work together, transcending the legal and cultural differences between countries. 
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