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Editorial
By Mike Lewis

Over and over again we see
evidence of a conundrum in this,
the final edition of

. The community eco-
nomic development (CED) and
social economy sector gets less
financial capital than it needs
because the wealth it wants to
create does not offer the rate of
financial return most investors
of debt and equity capital
demand. Given the pre-
eminence of financial capital
over other forms – natural,
social, and cultural capital – and
the continuing failure of market
pricing to take into account
social and environmental goods,
we end up trying again and again
to use the language of money to
resolve the problem, when that
language is part of the problem.
The terminology of money
(return, cost, equity, debt,
interest, etc.) is just so inade-
quate for describing all that we
treasure or deplore.
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Many of the contributors to this
edition go at it, nevertheless, especially in
terms of how we can better organize and
grow the supply of capital that heeds a
social and environmental bottom line as
well as a financial one.

Twelve years ago, thanks to the efforts
of Ted Jackson, we published our first
special edition on much the same topic,

entitled“Development Finance: The
Issues, The Agenda.” Since then there is
definite evidence of progress. As depicted
in Don McNair’s diagram of the
“financial eco-system of Canada’s social
economy” (p. 12), more capital is being
targeted with a triple bottom-line in
mind. A dozen or more“markets” now
exist where capital from a variety of
sources is exchanged for a variety of
returns, financial and otherwise. Tessa
Hebb backfills our understanding
with more details about the mind-set and
needs of these capital suppliers, as well as
introducing us to the more robust
community development and social
finance capital markets evolving in the
U.S.

One gets a sense, progress notwith-
standing, that CED and social economy
remain curiosities – a boutique for
socially-conscious investors, especially in
Canada. If the supply of capital for triple
bottom-line investment is to grow
significantly, we have some big challenges.

In part, it’s the old Chicken and Egg
problem: what comes first? There is
community-based capacity (the“chicken”)
that can assemble brilliant projects, but
most are too small to attract investment
(the“egg”) because investors are looking
for bigger quarry. On the other hand, the
sums that these investors want to put up,
and the projects they would support, are
beyond the capacity of most community-
based organizations to manage.

Many of the contributors agree that
what we require is a more robust and
strategic network of financial intermedi-
aries. If there were intermediaries to
identify and qualify projects on a broad
enough basis and to package them into
triple bottom-line portfolios, these

(p. 32)

“products” might satisfy the scale and
risk-sharing criteria of more investment
and pension fund managers.

A tough job to say the least! But not
an impossible one, evidently. One of the
premier community development finance
institutions in the U.S.A., Coastal
Enterprises Inc. of Maine (p. 26), is
demonstrating the capacity to leverage a
wide range of investment resources,
public and private, and apply them to
sustainable development strategies in
rural areas and primary industries.
Significantly, the last 30 years has seen a
great increase not only in the scale of CEI
operations but also in their intentions,
which now include the environmental as
well as the social and economic well-
being of communities.

Far more modest but very instructive
in this regard have been the tax credit
programs that two Canadian provinces
have introduced to support local
economic initiatives (see p. 21). Both the
Manitoba and Nova Scotia programs aim
to attract private investors to a variety of
enterprises that generate community
benefit. But only the latter’s program
insists on the creation of a local institu-
tion, the Community Economic
Development Investment Fund, to act as
a long-term promoter, manager, and all-
round champion of private investment for
community purposes. The establishment
of these intermediaries is one of the
factors that explains the remarkable
success of Nova Scotia’s experiment.

For something large scale in Canada,
however, we have to look to Québec (p.
46). The Fiducie is our largest experi-
ment to date in mobilizing public and
private capital for investment in social
enterprise and community-owned assets.

Capital for Community ... What?
It’s not growth or revitalization we have
to capitalize, but transformation
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But the Fiducie works because of its
connection to a strategic federation of
networks,” the Chantier de l’économie
sociale, that taps and channels the
experience and insight of Québec’s social
economy sector. Margie Mendell helps us
comprehend the nuances and impact of
this key instrument in Québec’s social
economy movement.

The latter three articles all have two
features in common – in addition to the
fact that, almost since inception, each has
been covered in magazine
(a long time, in other words). First, each
has evolved in the context of supportive
policy, programs, and tools put in place
by government. The results they are
achieving arise from capacity built over
time, fed and expanded by smart public
policy and programs that were designed
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concerned by the way banks exclude low-
income households, leaving them prey to
usurious lenders and, absurdly, a higher
cost of living. Through what Pat calls the
ABCD strategy – on money
matters and debt, services to
pay bills, that is affordable, and

services to meet future needs –
low-income households save 10% of their
average annual income and their
community receives significant financial
and social returns as well. It gives a whole
new meaning to the term“return on
investment.”

Derek Gent reinforces the importance
of this notion of building and connecting
capacities and relationships (p. 15). In his
experience as a credit manager, the CED
and social economy initiatives that
succeed in finding lenders and investors
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2010 National Summit on a

People-Centred Economy

Carleton University, Ottawa

May 30-June 1, 2010

For the first time, leading organizations

and networks involved in creating socially

responsible and environmentally

sustainable local economic alternatives are

coming together to forge a common plan

that will scale up this innovation across

Canada.

Join this unprecedented gathering of

leaders, community entrepreneurs, and

researchers from across Canada and

beyond for the 2010 Summit on a People-

Centred Economy, May 30-June 1 in

Ottawa. The Summit aims to:

Mobilize networks and organizations to

scale up what is working and strengthen

the movement towards healthy,

sustainable communities.

Increase awareness by politicians,

policy makers, non-governmental sector

leaders and the mainstream media of

the strategic innovation, mobilizing and

problem-solving capacity and potential

of this emerging movement.

Showcase the best research evidence

coming out of the Canadian Social

Economy Research Partnerships.

Develop policy priorities and a shared

action plan that will chart a course for

strengthening a people-centred

economy.

In preparation for the Summit, an

intensive bilingual engagement process will

refine 6 issue papers based on the key

themes of the event: Finance and

Investment, Enterprise Development,

Territorial Revitalization, Organizing the

Social Economy Marketplace, Partnerships/

Sector Development, and International.

Your participation in on-line forums,

in-person events and telelearning sessions

will help make this initiative a success by

ensuring the issue papers and

recommendations reflect the priorities of

people active in diverse communities.

Summit partners and other stakeholders

will be guided by these papers in making

commitments to action and developing

next steps following the Summit.

Go to www.ccednet-rcdec.ca/en/summit

to register and for ongoing Summit

updates.
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The Canadian Community Economic

Development Network (CCEDNet) is a sponsor

of this Special Edition of .Making Waves

in consultation with practitioners and
researchers from the community sector.
Second, to varying extents and at
different scales, each joins together
communities, sectors, and investment in
robust strategies that build social capital,
enterprises, and sustainable community
benefits.

This essential articulation and co-
ordination of diverse types of capacity,
despite differences of location, sector, or
organization, is well illustrated by what
Pat Conaty calls the“horizontal partner-
ship.” His introduction to community
banking partnerships (p. 37) demon-
strates the power people gain when we
think and organize outside our silos. I
recommend it strongly to anyone

generally have one or more things in
common. Backing these initiatives in
some way are communities – residents
who will have to live with all the
consequences once the initiative pro-
ceeds. These initiatives draw together
capital from multiple investors, using the
commitment of one to secure commit-
ments from others. They show investors
measurable social and environmental
returns as well as financial ones and/or
can manage investments that require
such a range of returns. To succeed, in
other words, these social entrepreneurs
and investors go forth expecting to build
relationships (often rather complex ones)
and to spend a lot of time doing so. It’s
the weakness of our will to connect that

To succeed, these social entrepreneurs & investors go forth
expecting to build relationships & to spend a lot of time doing
so. It’s the weakness of our will to connect that helps explain
why so much of what we do has the makings of no more
than a “good magazine article” & not the transformation
we so often articulate.

http://www.ccednet-rcdec.ca/en/summit
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helps explain why so much of what we do
has the makings of no more than a“good
magazine article” and not the transforma-
tion we so often articulate.

Patrick Conaty puts our feet to the
same fire. Sure there is welcome evidence
of innovation in the community develop-
ment and social finance fields. However,
it is not enough. Unless we get organized
we will not contend and the potential
that exists will remain largely untapped
and more troubling, unrecognized, not
just among politicians, bureaucrats and
business leaders but even among
community and social finance organiza-
tions themselves.

government provided but another $100
million while trillions went to bail out an
irresponsible financial system firmly
rooted in one central goal – to make
money out of money. Meanwhile, models
that are generating multi-level benefits in
some of the toughest neighbourhoods of
the U.S. get a relative pittance. As
Conaty once asked, must not bankers
secretly be delighted at this unforeseen
heaven of socialized risk and privatized
profiteering?

Some well might ask if constantly
trying to accommodate and please
controllers of capital is a strategy that
can really get us anywhere. If we spend

society at large, the principled rejection of
compound interest by JAK illustrates
vividly the need for us to think carefully
about what the“alternative” is in our
propositions for finance.

Herman Daly, former chief economist
of the World Bank identifies compound
interest as key to the exponential growth
of debt in the economy and an important
contributor to unemployment, inflation,
and the degradation of the natural
environment. German researcher Margrit
Kennedy has calculated that compound
interest transfers $1 billion Euros per day
from the bottom 80% of the German
population to the top 10%. So on top of
driving a treadmill of unsustainable
economic growth, compound interest
makes sure that those who enjoy the least
benefits of growth still cover most of the
costs of capital. JAK members reject this
as a path to transformation. They view
compound interest as an instrument that
fuels short-term, projects with a high
(financial) return (such as natural
resource exploitation) over long-term
projects with a lower financial return (like
ecological farming).

JAK members ask a fundamental
question: if collectively we were to liberate
ourselves from a system based on making
money out of money, might we instead
reinvest our time and money in enlarging
the round of life – nurturing well-being
and sustainable livelihoods?

We are making progress, it is true. But
are our efforts transformational? Can
they be? There is no simple answer. One
thing is clear, however. We must organize
and unify our efforts in order to elevate
our successes, while remaining open to
questions that are more radical than
we really want to contemplate.

Since 1989 MIKE LEWIS has been editor of

, first as a quarterly newsletter

and then as a magazine. He looks forward to

continuing this editorial role in the e-journal

and resource network that the Canadian

Centre for Community Renewal (CCCR) is now

building to replace . Mike is

Executive Director of the CCCR, a founding

member of the Canadian CED Network

(CCEDNet), and lead investigator in the BC-

Alberta Social Economy Research Alliance

(BALTA). Contact him at 250-735-6941 or

ccelewis@xplornet.com.
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He names four problems the sector
has to face: its public invisibility, the
apparent relevance of its services only to
the disadvantaged, the proclivity of its
members to compete rather than co-
operate with one another, and the
aspiration of many members (e.g., credit
unions) to shed their socially progressive
origins. In short, we may talk co-
operation and mutual aid but collabora-
tion is weak. Meanwhile the banks talk
competition but co-operate vigorously
around the issues that matter to them as
a sector. Will the National Summit on a
People-Centered Economy this May in
Ottawa take Canadian practitioners a
step in this direction? We will see.

But does any of the progress evident in
community development and social
finance really lead us in a direction of
systems change? How often have I heard
from colleagues in the U.S that despite
the success of Community Development
Financial Institutions, the Obama

our time courting large-scale investors
whose primary mission is to maximize
return to shareholders, can we expect our
sector to really help the transition to a
low carbon, radically more sustainable
future? Even the impetus behind such
innovations as patient capital, quasi-
equity, and local currency has been to
spread the benefits of growth more
equitably. Isn’t it time for the community
sector to go one better, and experiment
with financial institutions and instru-
ments that do not target growth in asset
value by means of compound interest?

The JAK Cooperative Bank in
Sweden presents one example founded
on a profound critique of the distorting
impacts of compound interest (p. 51).
Here is a bank that lends money at a fee
(averaging 2.5%) rather than charging
compound interest. The result is lower
costs to households and to the social and
ecological enterprises they invest in.
When considered in the context of

If collectively we were to liberate ourselves from a system
based on making money out of money, might we instead
reinvest our time & money in enlarging the round of life –
nurturing well-being & sustainable livelihoods?
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