W) Check for updates

Received: 31 March 2025 Revised: 13 October 2025 Accepted: 5 January 2026

DOI: 10.1111/apce.70041

Annals of Public and Cooperative Economics )

Annales de I'économie publique, sociale et coopérative

" WILEY

ORIGINAL ARTICLE

The institutional paradox of a substantivist
conception of the economy in public policy:
Insights from public procurement for solidarity
economy in Ecuador

Maria-José Ruiz-Rivera | Andreia Lemaitre

Institute for the Analysis of Change in
Contemporary and Historical Societies
(IACCHOS), Université catholique de
Louvain (UCLouvain), Louvain-la-Neuve,
Belgium

Abstract
Ecuador’s 2008 Constitution advanced an ambitious
substantive economic vision through Buen Vivir (Good

Living), recognizing a plural economy which encom-
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policies for SE promotion. Drawing on Polanyi’s distinc-
tion between formal (market-centric) and substantive
(life-sustaining, socially embedded) conceptions of the
economy, we analyze the evaluation criteria governing
SE organizations’ access to public procurement. Based
on qualitative research during Ecuador’s SE promotion
momentum (2008-2017)—including 31 interviews with
government officials and SE organization members, doc-
umentary analysis and observation—we examine four
criteria: installed capacity, territorial scope, associativity,
and positive discrimination. Our findings reveal system-
atic tensions between substantive policy discourse and
formal implementation practices. Evaluation criteria
privilege technification, formalization and bureaucratic

This is an open access article under the terms of the Creative Commons Attribution-NonCommercial-NoDerivs License, which permits
use and distribution in any medium, provided the original work is properly cited, the use is non-commercial and no modifications or
adaptations are made.

© 2026 The Author(s). Annals of Public and Cooperative Economics published by John Wiley & Sons Ltd on behalf of Edgard Milhaud
Foundation.

Ann Public Coop Econ. 2026;1-30. wileyonlinelibrary.com/journal/apce 1


https://orcid.org/0000-0003-4937-7063
https://orcid.org/0000-0002-5390-3698
mailto:maria.ruizrivera@uclouvain.be
mailto:andreia.lemaitre@uclouvain.be
http://creativecommons.org/licenses/by-nc-nd/4.0/
https://wileyonlinelibrary.com/journal/apce
http://crossmark.crossref.org/dialog/?doi=10.1111%2Fapce.70041&domain=pdf&date_stamp=2026-01-27

2 1‘ Annals of Public and Cooperative Economics 1 RUIZ-RIVERA and LEMAITRE
\‘ Annales de I'économie publique, sociale et coopérative
i |

compliance over traditional knowledge, solidarity net-
works and participatory democracy, reinforcing rather
than challenging market rationalities. We reveal an insti-
tutionalization paradox: policies designed to support
alternative economic models inadvertently reproduce
the market rationalities they seek to transcend, con-
fining SE to subsidiary roles. Our analysis uncovers
deeper epistemic and institutional barriers to realizing
economic plurality through state policy and offers
insights into SE institutionalization challenges globally.

KEYWORDS
Buen Vivir, institutionalization paradox, public procurement,
solidarity economy, substantive economy
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1 | INTRODUCTION

Ecuador has constitutionally acknowledged a plural economy comprising private capitalist
and public statist forms of economic organization alongside a solidarity economy (SE) sector
(Villalba-Eguiluz & Pérez-de-Mendiguren, 2019). SE organizations represent a contested concept
developed from and by different academic traditions (see Bacq & Janssen, 2011; Defourny &
Nyssens, 2012, 2017). The definition and boundaries of what constitutes SE organizations are also
context-sensitive (Galera & Borzaga, 2009; Skerratt, 2012). Broadly, SE organizations are collec-
tive initiatives undertaking the production of goods and services whose aim is not to maximize
profit but to sustain members’ or the community’s livelihoods and enhance democratization
(Hillenkamp et al., 2013; Laville, 2023). In Ecuador, they have emerged through historically
particular institutional paths: the cooperative tradition, associations supported by the Catholic
Church and development-oriented NGOs, and more recent expressions embedded in social
movements (Ruiz-Rivera & Lemaitre, 2019).

Rooted in a post-neoliberal perspective, the Buen Vivir paradigm emphasizes the well-being
of individuals and communities over mere economic output (Belotti, 2014; Caria & Dominguez,
2016; Carranza & Villavicencio, 2024). Explicitly incorporated into the 2008 Constitution and sub-
sequent National Development Plans (2009-2013 and 2013-2017), it has sparked ongoing debates
about its operationalization (Martinez Godoy, 2015; Villalba-Eguiluz & Pérez-de-Mendiguren,
2019). Translating this paradigm into public policy reveals a dichotomy: although the govern-
ment has officially promoted SE as a means to foster employment and expand public service
coverage in marginalized communities (Martinez Godoy, 2015; Sanchez, 2025), we argue that its
implementation remains grounded in a formal market-oriented understanding of the economy.

This paper aims to analyze the public procurement programs in Ecuador as a key policy instru-
ment for promoting the SE, focusing on the tensions between transformative constitutional ideals
and the practical constraints of their implementation. We ask: what economic rationales and
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normative references underpin the evaluation criteria through which SE organizations access
public procurement? Specifically, following Polanyi (1977), do these criteria embody a substan-
tive understanding of the economy—consistent with Buen Vivir’s principles of economic plurality
and life sustainability—or a formal market-oriented interpretation? To do so, we examine the
discursive repertoires used by authorities and government officials to justify the policy’s imple-
mentation and legitimize a particular economic vision, as well as the perceptions and experiences
of SE organization members participating in these programs.

This paper develops its argument through six sections, demonstrating what we term the insti-
tutionalization paradox: policies explicitly designed to support alternative economic models may
inadvertently reproduce the market rationalities they aim to transcend. Section 1 establishes the
empirical context of Ecuador’s SE institutionalization (2008-2017), documenting constitutional
innovation, institutional architecture, and SE public procurement’s design. Section 2 develops the
theoretical framework, unpacking Polanyi’s formal and substantive distinction and articulating
Buen Vivir as a substantive economy that extends Polanyian pluralism through indigenous episte-
mologies. Section 3 outlines the qualitative methodology, which combines documentary analysis,
interviews, and observation, to investigate whether evaluation criteria in SE public procurement
programmes embody substantive or formal rationalities. Section 4 presents empirical findings
examining four evaluation criteria—installed capacity, territorial scope, associativity and posi-
tive discrimination—which reveal systematic tensions between substantive discourse and formal
implementation through officials’ repertoires and organizations’ experiences. Section 5 discusses
these findings by synthesizing the formal/substantive contradiction and theorizing the institu-
tionalization paradox whereby policies supporting alternative models inadvertently reproduce
market rationalities. Section 6 concludes.

2 | CONTEXT: ECUADOR’S SE INSTITUTIONALIZATION AND
PUBLIC PROCUREMENT POLICY

2.1 | Constitutional innovation and institutional architecture: From
Buen Vivir to policy implementation

The 2008 Constitution marked a milestone in Latin American constitutional history by defining
Ecuador’s economic system as fundamentally social and solidarity-based, grounded in cooper-
ation, self-management and sustainability in harmony with nature (Sarrade-Cobos, 2015). This
constitutional innovation emerged amid the regional ‘pink tide’ of progressive governments in
the 2000s-2010s, when several South American countries sought alternatives to neoliberal mod-
els (de la Torre, 2018; Silva, 2016). Ecuador’s approach was particularly distinctive in embedding
Buen Vivir (Good Living)—a paradigm emphasizing collective well-being and ecological bal-
ance over mere economic growth—into its constitutional and policy framework (Acosta, 2011;
Caria & Dominguez, 2016). The subsequent National Development Plans (2009-2013 and 2013-
2017) systematically integrated Buen Vivir into the country’s development strategy, prioritizing
life sustainability over capital accumulation and recognizing a plural economy comprising private
capitalist, public statist and SE sectors (Villalba-Eguiluz et al., 2020).

Translating these constitutional principles into practice required substantial institutional
reforms. The 2011 Organic Law of Popular and Solidarity Economy (LOEPS) provided the
legal foundation and established three key institutions: the Institute of Popular and Solidarity
Economy (IEPS) for promotion and capacity-building, the Superintendency (SEPS) for regulation
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FIGURE 1 Solidarity economy (SE) sales. Source: Authors’ elaboration, based on IEPS Accountability
Reports (2014-2019).

and oversight, and CONAFIPS for financial support (Nelms, 2015; Sanchez, 2025). Within this
institutional architecture, public procurement emerged as a central mechanism to expand
SE market access and operationalize Buen Vivir principles through state purchasing power.
Introduced in 2008, inclusive procurement programmes sought to link state demand for goods
and services with SE organizations’ supply, particularly benefiting vulnerable population groups
historically excluded from public markets (Valencia-Vinueza, 2017).

The national public procurement system (SERCOP) established two main mechanisms con-
necting supply from grassroots socio-economic initiatives to government institutional demands.
Inclusive fairs brought together public entities, IEPS and SERCOP representatives, and SE
suppliers such as cooperatives and producer associations. Through this modality, ministries and
public institutions—for example, ministries, municipalities and public hospitals—contracted SE
organizations for goods and services, including uniforms, catering and cleaning. IEPS played a
central mediating role, offering training, legal guidance and organizational support to facilitate
participation and contract execution. Inclusive dynamic catalogues functioned as an online
direct purchasing system targeting SE actors and small enterprises. While designed to simplify
procedures, they revealed persistent digital and infrastructural inequalities, particularly in rural
areas (Valencia-Vinueza, 2017).

The flagship program ‘Hilando el Desarrollo’ (Spinning Development), launched in 2007,
exemplified this approach by integrating SE producers into national school uniform produc-
tion and distribution. By 2018, according to IEPS (2019), SE sales in the public market (USD
123.9 million) were 10 times greater than in the private sector (USD 10.33 million). Beyond tex-
tiles (USD 51.91 million), catering for public childcare centres (USD 29.07 million) and cleaning
services (USD 22.42 million) became major SE activities (Figure 1). These programs showed
how public procurement could act as a lever for inclusive development through preferential
treatment for SE organizations, artisans, small producers and microenterprises (Lemaitre &
Ruiz-Rivera, 2020).

2.2 | Public procurement as a quasi-market
Inclusive fairs and catalogues aimed to address a persistent structural constraint: the limited

production scale of SE organizations compared to state demand (Novoa, 2014). Traditional
procurement, governed by the ‘lowest price offer’ rule, systematically excluded smaller

5USD 17 SUOWILLIOD dA 18I 3|qedt|dde au Aq pausenob afe sap e VO ‘95N JO Sajni Joj AReiqi auljuQ AS|IM UO (SUORIPUOI-pUE-SWLLIBILI0D A3 1M Aeq 1 pul|uOy//SANY) SUORIPUOD pue suwd | 3y} 88S *[9202/20/6T] uo Aigi auluo /8|1 * ueAno 8@ anbijoyeD a)seAIUN - aN.We ] eRIPUY AQ TH00. 9de/TTTT OT/I0p/Wod 8| m Azeiq 1 puljuo//sdiy woJj pepeojumoq ‘0 ‘2628L9vT



Annales de I'économie publique, sociale et coopérative

THE INSTITUTIONAL PARADOX OF A SUBSTANTIVIST CONCEPTION m Annals of Public and Cooperative Economics |

producers unable to compete on price or scale. Inclusive procurement introduced a fundamen-
tally different logic: a fixed price—determined through SERCOP’s technical cost studies—and
distributed total demand among participating suppliers according to their production capacity,
thereby neutralizing price-based competition. This design aimed to create what we characterize
as a quasi-market—a hybrid mechanism that maintains market exchange while embed-
ding it within principles of reciprocity and redistribution (Hillenkamp, 2009; Ruiz-Rivera,
2019).

This institutional innovation reflects Polanyi’s (1944) foundational insight that the economy
is an instituted process embedded in social relations rather than driven solely by self-regulating
markets. By incorporating principles of reciprocity and redistribution, inclusive procurement
sought to align market exchanges with equity and inclusion goals. The fixed-price mechanism
removed price competition, allowing organizations with different productive capacities to coexist
as suppliers. The evaluation of SE organizations’ eligibility for public procurement relied on four
key criteria—installed capacity, territorial scope, associativity and positive discrimination—each
embodies specific assumptions about what constitutes legitimate economic activity (Sec-
tion 4). These design features aimed to operationalize a substantive understanding of the
economy—one attentive to social relations, institutional diversity and the plurality of economic
principles.

2.3 | Analytical scope: The 2008-2017 period as a critical case

This paper focuses on Ecuador’s 2008-2017 period of active SE institutionalization, examining
public procurement as a flagship policy instrument. The 2017 transition from Rafael Correa to
Lenin Moreno marked a shift towards neoliberal-oriented reforms (Abad et al., 2022; Collins,
2022), with IEPS budget declining from USD 21.85 million (2014) to 5.17 million (2018), thereby
constraining SE’s institutional momentum (Villalba-Eguiluz et al., 2020).

‘We analyze this period not in spite of but because of this subsequent retreat. If contradictions
between substantive principles and formal implementation emerged even during Ecuador’s most
robust phase of SE support—with constitutional backing, institutional infrastructure and political
commitment—they point to structural rather than merely political challenges to institutionalizing
economic plurality through state policy.

Research consistently highlights the persistent challenge of recognizing SE’s plural nature,
which simultaneously encompasses social, ecological and political objectives alongside produc-
tive activities (Coraggio, 2015; Lemaitre et al., 2005). Achieving this recognition relies critically on
a favourable institutional environment and sustained public policy support (Ruiz-Rivera, 2019;
Villalba-Eguiluz & Pérez-de-Mendiguren, 2019). Ecuador’s constitutional embrace of economic
plurality stands among the most comprehensive global attempts to embed SE within national
economic systems (Jubeto-Ruiz et al., 2014; Oleas, 2016), making it a critical case for under-
standing whether and how transformative constitutional visions translate into implementation
practice. Rather than studying SE policy success or failure, this paper investigates how substan-
tive principles confront formal rationalities within policy instruments, and what this tension
reveals about the broader institutionalization of alternative economic models. In-depth analy-
sis of this divergence within SE policy implementation remains limited—a gap this study seeks to
address.
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3 | THEORETICAL LENS
3.1 | The economy and the SE: A plural reality

The work of Polanyi (1944, 1977) establishes a comprehensive theoretical foundation for under-
standing the economy beyond market-centric frameworks. From Polanyi’s foundational work
and its major interpretations by Laville (2007), Maucourant (1995), Sobel and Postel (2016),
and Stanfield (1989), two fundamentally opposed ways of conceiving the economy emerge: the
formal definition, rooted in neoclassical theory, which focuses on efficiently allocating scarce
resources to maximize utility through market transactions under an efficiency criterion (Gérald,
1986; Hillenkamp & Laville, 2013); and the substantive definition, which considers all phenom-
ena resulting from the interdependence of humans and their natural environment to meet
material needs (Polanyi, 1944). The formal conception treats the market as the primary—often
exclusive—mechanism for coordinating economic activity, with redistribution considered a sec-
ondary response to market failures. Its influence extends beyond theory to practice. For instance,
at the micro-social level, managerialism refers to the dominance of ideas and management mod-
els from capitalist enterprise (Meyer et al., 2013; Mitchell, 2018), potentially permeating all types
of organizations through evaluation criteria, performance indicators and assessment procedures.

Polanyi (1944) fundamentally challenges this reduction, criticizing what he calls the
‘economistic fallacy’ (pp. 270-271)—treating self-regulating markets as natural and universal
rather than as historically specific, politically constructed institutions. His substantive defini-
tion shifts focus from the scarcity-based ‘means-ends’ relationship to a ‘nature-need-institution’
triptych (Sobel & Postel, 2016), which emphasizes need rather than scarcity. As Polanyi et al.
(1957) argue, to study human sustenance is to study the economy substantively. Some authors
extend this further, advancing that satisfying needs encompasses more than material provi-
sioning (Hinkelammert & Mora, 2003), introducing what Coraggio (2013) terms ‘reproductive
rationality’—which questions what is ‘socially necessary’ for the reproduction of social and natu-
ral life. This institutional dimension is crucial: institutions shape economic interactions between
humans and their environment (Hillenkamp, 2009), such that the economy acquires unity and
stability through effective institutions rather than self-regulating market mechanisms.

The substantive definition acknowledges economic plurality—the coexistence of four economic
principles reflecting different action logics and institutional structures: reciprocity (based on com-
plementarity and obligation among community members), redistribution (centralized resource
collection and distribution through institutional authority), the market (operating on supply and
demand) and householding (production for use and sharing within closed groups) (Hillenkamp
et al., 2013; Polanyi, 1944). Throughout history and across contexts, societies have employed var-
ious combinations of these principles (Espinosa, 2017; Lemaitre & Helmsing, 2012). Polanyi’s
substantive definition challenges the naturalization of the market economy, highlighting that
redistribution, reciprocity and householding are valid economic configurations—not subsidiary
mechanisms activated when markets fail, as formal economic thought suggests.

3.2 | Buen Vivir as a substantive economy

Ecuador’s constitutional embrace of Buen Vivir represents a distinctive articulation of substantive
economy, extending Polanyi’s framework through Indigenous Andean cosmologies (Acosta, 2011;

5USD 17 SUOWILLIOD dA 18I 3|qedt|dde au Aq pausenob afe sap e VO ‘95N JO Sajni Joj AReiqi auljuQ AS|IM UO (SUORIPUOI-pUE-SWLLIBILI0D A3 1M Aeq 1 pul|uOy//SANY) SUORIPUOD pue suwd | 3y} 88S *[9202/20/6T] uo Aigi auluo /8|1 * ueAno 8@ anbijoyeD a)seAIUN - aN.We ] eRIPUY AQ TH00. 9de/TTTT OT/I0p/Wod 8| m Azeiq 1 puljuo//sdiy woJj pepeojumoq ‘0 ‘2628L9vT



Annales de I'économie publique, sociale et coopérative

THE INSTITUTIONAL PARADOX OF A SUBSTANTIVIST CONCEPTION l Annals of Public and Cooperative Economics

Caria & Dominguez, 2016). The Kichwa concept of sumak kawsay (good living) and the Aymara
suma qgamana (living well) emphasize collective well-being, harmony with Pachamama (Mother
Earth), and life reproduction over capital accumulation (Hidalgo-Capitdn & Cubillo-Guevara,
2017). This paradigm refuses Western dualisms that separate economy from ecology, individual
from community, and human from nature (Chambers, 2004)—extending Polanyi’s critique of the
self-regulating market to encompass ecological and cosmological dimensions.

Both Buen Vivir and Polanyian substantivism share core principles in rejecting the
‘economistic fallacy’ that naturalizes markets (Carranza-Barona et al., 2025; Villalba-Eguiluz &
Pérez-de-Mendiguren, 2019). They prioritize life reproduction over capital accumulation (Caro-
sio, 2014; Polanyi, 1977), conceive economic activity as embedded within social relations and
institutional frameworks rather than governed by universal laws (Beckert, 2003; Belotti, 2014),
and recognize economic plurality—the legitimate coexistence of diverse organizational forms,
rationalities and values (Coraggio et al., 2015).

However, Buen Vivir extends Polanyi’s substantivism critically. It foregrounds ecological
embeddedness as constitutive of the economy, positioning Pachamama as an active subject in
economic relations rather than merely a resource base (Caitana et al., 2024). It incorporates
indigenous epistemologies that value ancestral knowledge, traditional production techniques,
and communal decision-making as legitimate economic rationalities that challenge both market
logic and Western scientific-technical hierarchies (Rengifo Arias et al., 2022). It emphasizes col-
lective provisioning, in which the community (ayliu, comuna) is the primary unit, rather than the
household or the individual (Anastasopoulos, 2017; Belotti, 2014). Finally, it explicitly connects
economic organization to cosmological dimensions as provisioning practices express broader
worldviews about human-nature relationships and intergenerational responsibilities (Aguado
et al., 2016; Verschuur et al., 2021).

This theoretical convergence offers a lens for analyzing Ecuador’s SE policies. While the
2008 Constitution articulates a substantive economic vision through Buen Vivir—stressing
harmony with nature, collective well-being, diverse knowledge systems and life sustainability—
policies designed to realize this vision should reflect corresponding substantive rationalities.
In practice, evaluation criteria determining SE organizations’ access to public procurement
should be guided by these same rationalities. When these criteria instead prioritize formal
economic rationalities—efficiency, technification, standardization, competitive advantage and
market integration—they expose a fundamental tension between constitutional principles and
implementation.

Our research examines whether public procurement evaluation criteria align with substantive
or formal economic logics, highlighting both the potential and limitations of institutionalizing
alternative economic models through state policy.

4 | METHODS

This study employed a qualitative approach combining documentary analysis, semi-structured
interviews and direct observation. Documentary analysis examined key texts, including the 2008
Constitution, National Development Plans (2008-2013; 2013-2017), the 2011 LOEPS and regulatory
frameworks governing public procurement. This provided a foundation for understanding the
context and process of SE institutionalization in Ecuador.
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Moreover, we conducted 31 semi-structured interviews' from 2015 to 2017 with two groups: (1)
government officials from public agencies such as IEPS and SERCOP, among others and (2) mem-
bers of SE organizations participating in public procurement programs across three economic
sectors—textile garment-making, catering and cleaning services (see Table 1). Direct observation
complemented these interviews. We accompanied SERCOP teams during two field visits (2016
and 2017) to observe awareness-raising campaigns aimed at potential SE suppliers. Additionally,
we observed general assemblies of SE organizations where public procurement activities were
discussed.

Our inquiry focused on two key dimensions: on the one hand, identifying the discursive
repertoires and normative references state authorities used to justify public procurement policy
implementation and corresponding evaluation criteria; and on the other hand, understanding
SE organizations’ perceptions of gaps and misalignments between public procurement programs
and their organizational values and practices. All interviews were recorded and transcribed.?
Interviewee codes appear after quotations in the Findings section (Table 1).

Data analysis followed a thematic approach (Gioia et al., 2013), guided by four evaluation
criteria identified from the documentary review that state institutions used to assess SE orga-
nizations: installed capacity, territory, associativity and positive discrimination (see Section 4).
Coding was applied to textual segments and refined iteratively as new themes emerged, with con-
tinuous engagement with the literature to ensure analytical depth and coherence. Drawing on
our theoretical framework (Section 2), we examined the economic rationales underpinning these
criteria to determine whether they reflected a substantive understanding of the economy—as envi-
sioned in the Buen Vivir constitutional project—or, instead, aligned with less pluralistic economic
interpretations.

Our analysis unfolded in three stages: (1) open coding of interview transcripts, (2) identifica-
tion of recurring evaluation criteria in official discourse and SE actors’ experiences with public
procurement programs and (3) interpretation and theorization of these findings. An iterative
movement between empirical data and theoretical reflection allowed us to uncover contradic-
tions that reveal broader tensions between the transformative aspirations of Buen Vivir and the
practical constraints of governance.

5 | FINDINGS: EVALUATION CRITERIA BETWEEN A SUBSTANTIVE
CONCEPTION AND TRACES OF A FORMAL VISION OF THE
ECONOMY

As said before, the evaluation of SE organizations’ eligibility for public procurement relies on
four key criteria—installed capacity, territorial scope, associativity and positive discrimination—
each embodies a distinct economic rationale and normative orientation. This section examines
whether these criteria reflect a substantive understanding of the economy, consistent with the
Buen Vivir paradigm, or instead reproduce a dominant formalist perspective (Polanyi, 1977), and
what implications for SE organizations might arise from such divergence. To do so, we uncover the
implicit economic logic guiding state actors in applying these criteria—presented without hierar-
chical order—to assess SE participation in procurement processes. We also examine the tensions

1 Fieldwork was conducted by the first author as part of her doctoral dissertation within the framework of the Chair of
Social and Solidarity Economy in the South (CESSS) of the Université catholique de Louvain.

2 Only the excerpts cited in this article have been translated from Spanish into English.
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that emerged during implementation when discrepancies arose between official discourse and
the actual needs and capacities of SE organizations.

5.1 | Installed capacity: Technification and professionalization

The criterion of installed capacity requires SE organizations to demonstrate infrastructure, indus-
trial equipment and skilled labour sufficient to ensure production volumes and quality standards
requested by contracting entities (SERCOP, 2018). Yet this requirement often contradicts the
operational realities and values of SE organizations. As the president of ASO3 explained:

They [civil servants] see quality as the mastery of, let us say, more advanced tech-
niques in the production of products. In our case, our production techniques did not
require much investment [in machinery] nor very advanced knowledge. Moreover,
that does not mean that our work is of low quality. The comparieras [fellow members]
had always worked on handicrafts for the international market rather than for our
Ecuadorian market. [...] Although we do not yet have [fair trade] certification, we do
have and have had, from almost the beginning, the trust of our clients in Italy. They
are interested in the products of low-income women, not in what businesswomen
[considered to be well-qualified] sell. Now, the state, on the other hand, is asking us
to qualify ourselves, to be trained in very particular sewing techniques [...] to make
sportswear; only then can we enter public procurement. (President-ASO3)

This testimony exposes a fundamental disconnect. Quality grounded in trust, relational prox-
imity and accumulated experience is diminished in favor of technical specifications and formal
credentials. The installed capacity criterion assesses SE organizations through two parameters—
technification and professionalization. Both reflect formal economic rationalities that prioritize
efficiency, standardization and market competitiveness over substantive principles such as liveli-
hood security, social ties and traditional knowledge. Consequently, even organizations with
decades of experience and established international markets (ASO3) are deemed ‘unqualified’
because their labour-intensive methods fail to conform to industrial-technical standards.

5.1.1 | Technification under the productivist paradigm

Despite official discourse recognizing labour-intensive techniques characteristic of SE organiza-
tions, the technification requirement evaluates productive capacity primarily through industrial
equipment availability and infrastructure conditions (SERCOP, 2018). IEPS officials frequently
cited ‘lack of technification’ as the main barrier preventing organizations from qualifying
as suppliers (Subdirectorl-IEPS; Officiall-IEPS; Director5-IEPS) and implicitly demanded that
organizations acquire technical capital to intensify production. One official described this
transformation:

The organization did not have the machines that were required to make the desks
[tables for the use of public-school pupils]. So, everything has changed [...]. What
they used to use was the electrode welding machine, but now they are asked to use
the MIG (Metal Active Gas) welding machine; this is new technology. Now they [the
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members] realize the importance of having this technology, and many are already
acquiring it and producing it in series. They already have a shed where they produce,
an industrial oven, and better paint. All this is new technology, which they would
never have bought if they had not participated in the procurement program with the
Ministry of Education. (Officiall-IEPS)

The underlying rationality becomes explicit in another official’s justification:

We ask them [referring to the SE organizations] for a minimum level of technification
in production because we want to promote more productive economies. The female
artisans of “Hilando el Desarrollo”, with the little sewing machines they used to work
within their workshops, could not make the same number of uniforms that they now
deliver to the Ministry of Education. Becoming more technical has allowed them to
save on labor; they no longer spend time on corrugating or gluing elastic with hand
stitches; this has helped them to increase their production by reducing costs. [...]
Technifying is, for them, in the long run, a strategy that allows them to grow and
improve their economic income. (Official2-IEPS)

This criterion reflects a minimalist vision of organizations focused almost exclusively on the
production function, where relationships are reduced to input-output transformations, with
emphasis on the state of the technology in force (Lemaitre & Helmsing, 2012). References
to productivism, economic growth and efficiency (cost minimization) reflect an underlying
assumption that SE organizations should move beyond a ‘subsistence logic’ by optimizing pro-
duction factors—capital and labour—in relation to the outputs achieved. Additionally, to qualify
as suppliers, organizations must document machinery ownership through purchase contracts,
invoices or title deeds. SERCOP also conducted on-site inspections when organizations’ capacity
appeared ‘questionable’ and ‘there [was] a risk that organizations falsify documentation to appear
compliant with requirements’ (Advisorl-SERCOP).

However, this technification imperative creates barriers for many organizations with extensive
experience in contracted activities that operate with semi-industrial or domestic machinery, and
for whom production intensification for economic growth is not the ultimate goal. As Hillenkamp
etal. (2013, pp. 2-3) note, SE organizations function according to complex trade-offs between cost-
efficiency considerations and other priorities such as securing livelihoods and preserving social
ties. The technification criterion undermines precisely these substantive aspects—relationships of
affinity, trust and proximity (Espinosa et al., 2025; Servet, 2013)—that had sustained commercial
relations before SE organizations’ participation in public procurement.

5.1.2 | Professionalization and the devaluation of ancestral knowledge

The second dimension of installed capacity—professionalization—evaluates workforce compe-
tence through formal credentials, documented experience and quality certifications (SERCOP,
2018). Training policies are reduced, however, to interventions aimed at professionalizing
members and inserting them into formal education systems. Legal instruments governing SE
promotion (LOEPS and its Regulations) reveal this formal conception: a systematic review of
the Annual Vocational Training Plan for Priority Attention Groups and SE Organizations (2016
edition) found no mention of valuing or recovering collective knowledge, nor mechanisms for
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participatory knowledge construction across territories (Andino, 2017, pp. 93-95). Collective and
ancestral knowledge appeared only in reference to intellectual property protection—obtaining
collective trademarks (Ley orgdnica de economia popular y solidaria [LOEPS], 2011 art. 132,
§5)—rather than as legitimate productive knowledge.

This formal knowledge hierarchy emerged clearly in interviews with IEPS officials, who
understand professional qualifications as skills acquired only through formal education sys-
tems, while undervaluing local, ancestral and traditional production knowledge. One community
organization member described this perception:

The officials of state institutions place most people in organizations like ours in the
category of “unskilled labor”. Many of our members have not completed secondary
school, let alone university [formal education], but that does not prevent them from
mastering other ancestral knowledge or from being committed to the community,
and we also have sufficient experience in production; these things are not sufficiently
valued by the Ministry. (Member-OCom1)

The imperative behind professionalization became clearer when considering that inclusive
procurement targets vulnerable populations with low formal education levels.* The implicit
rationale assimilates ‘qualified people’ into ‘competitive workers’ capable of optimizing available
resources—a formal economic vision. One SERCOP director made this explicit:

The members had to be trained; they first chose twenty people who are now able to
operate industrial machines because it is difficult for a person from the countryside
to understand the technological side of things. First of all, they do not have the skills;
you have to look at the reality here in [the province of] Bolivar. Rural people do not
have [...] the same development of communication skills that they have in the cities.
Now, we cannot say that with the courses that [the members] followed, they were
perfectly trained, but at least now they have the certificates of approval for the course.
Well, some people have got the hang of it [...]; they are the ones who can compete
and are going to move forward with production. (Directorl-SERCOP)

The desirable installed capacity—combining technification of production with professionaliza-
tion of workers—reflects what literature terms as managerialism: the dominance of management
models from for-profit capitalist enterprises as the ideal organizational type (Dart, 2004; Laval,
2007; Meyer et al., 2013). Government officials apply these criteria without recognizing that
SE organizations operate according to multiple rationalities beyond efficiency maximization.
Organizations dedicated to organic production and artisanal manufacturing (OCOM1, OCOM3)
explicitly question this absence of plurality in state authorities’ normative referents, which remain
far removed from the substantive economic vision articulated in Ecuador’s constitutional frame-
work and the Buen Vivir paradigm, consistent with the substantive framework discussed earlier
(Section 2).

3 The level of schooling most frequently attained by the members interviewed in the organizations is secondary education.
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5.2 | Territorial dimension: The origin of production and
dynamization of the local economy

Public procurement processes position SE organizations in two transactional roles: as clients
sourcing production inputs and as suppliers delivering goods or services to state entities. The
territorial criterion thus seeks to ensure both transactions occur within the same territory by
establishing two specific parameters: (1) only organizations domiciled at least 6 months in the
territory where demand originates qualify as potential suppliers (with extension to neighbouring
cantons possible only when local capacity proves insufficient) and (2) at least 50% of production
inputs must be of national origin—termed ‘Ecuadorian added value’—with higher percentages
prioritized in supplier selection (SERCOP, 2018).

State authorities frame this criterion as a tool to mobilize endogenous resources for local needs:

Public procurement is not an end in itself but a tool to boost local economies. For
example, the implementation of an inclusive fair or dynamic catalog generates
employment and income in the canton or province to which the suppliers belong.
There, the cataloged products are the first and only supply option for public insti-
tutions. We seek to promote new sources of employment in these cantons and
encourage the consumption of national products. (Officiall- SERCOP)

This rationale aligns with substantive economic principles, as locality implies community
embeddedness—not only a shared geographical location but also the articulation of actors
within voluntary interdependencies (Guridi & Pérez de Mendiguren, 2014; Hess, 2004). These
interdependencies transcend horizontal solidarity among members of individual productive
units to encompass reciprocity: the principle whereby people recognize themselves as different
but equal parts of a ‘social whole’ while accepting the bonds that unite them (Peemans, 2018).
These relationships contrast with those that characterize mercantile exchange, which are based
on the pursuit of individual or group independence in the private sphere under the logic of profit
maximization (Hillenkamp et al., 2013; Servet, 2013). For example, when urban food service orga-
nizations source raw materials from rural SE producers in neighbouring counties, they potentially
create broad spheres of interdependence among actors who share not only geography but also
common principles, values and vulnerability conditions. As one IEPS authority explained:

The purpose of inclusive fairs is to include a series of clauses in public tenders that,
apart from purely commercial aspects, take into account offers that promote the par-
ticipation “not of intermediaries” but rather of small organized producers that, in
addition to generating employment, favor the labor insertion of other people with
difficulties in accessing employment, or that favor equality between men and women
in the same territory. (Director4-IEPS)

In principle, this territorial logic promotes relationships based on reciprocity rather than mer-
cantile exchange driven by profit maximization and individual independence—a design which
is consistent with the substantive conception of the economy articulated in the Buen Vivir
framework.

Despite a substantive intent, the implementation of the territorial criterion becomes instru-
mental. It conditions access to key resources and legitimizes certain actors while excluding others
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based on purely administrative or geographical considerations, which are disconnected from the
solidarity-driven projects inherent to SE organizations. The dilemma faced by ASO1, when choos-
ing the source of inputs necessary for the production and delivery of uniforms to the Ministry of
Education, illustrates how geographical proximity requirements can undermine what Brunori
(2007) calls relational and symbolic proximities:

Something that was quite good and quite beneficial that the State did was to have
decided to sectorize purchases with producers from the provinces where the demands
for uniforms are. So those resources no longer leave the province. Before, here in
Ibarra, they contracted with large companies from other cities. The change was very
good because it allowed us to work here, in our province, for our people. [...] We
received an order for 140 kits of school uniforms. Look, then, we had a problem there,
a dilemma. For the threads [to sew uniforms], we met at a training session, some
colleagues also from the SE, like us, who set up their spinning mill from scratch in
Carchi [a neighboring province in the north of Ecuador]. These women [from the
spinning mill] are working women with needs like ours; they have families with chil-
dren to raise, like us... And they are also looking to have jobs, like us. They would
have been our obvious choice for purchasing fabric and thread. But you know, stay-
ing providers and continuing to get money from the state is complicated! That’s why,
in the end, we decided to order fabric and thread from a company from Quito that
also has a factory here in Ibarra. They were fast, within three days, trucks loaded
with fabric arrived. .. And we ensured compliance with the government requirement.
(President-ASO1)

The president’s account reveals the trade-off imposed by bureaucratic compliance: ASO1 chose a
capitalist company with local presence over SE peers from a neighbouring province with whom
they shared values, vulnerability conditions and solidarity commitments. The territorial criterion,
despite its substantive rationale, forced organizations to prioritize instrumental rationality—
ensuring contract compliance and continued state funding—over the solidarity networks and
symbolic proximities that constitute genuine territorial embeddedness.

One consequence was the fracture of relationships with peer organizations that transcended
geographical boundaries. This reflects Martinez Godoy’s (2015, p. 152) argument that territory
must be analyzed as ‘an appropriated and managed space, as a space of identity for a social
group’ with consciousness of this appropriation. The ASO1 case demonstrates precisely how
geographic-administrative criteria, when divorced from this deeper understanding, can force
organizations to sacrifice the voluntary interdependencies and reciprocity relationships the policy
supposedly seeks to promote. Rather than strengthening community embeddedness, rigid terri-
torial boundaries instrumentalized solidarity, subordinating relational proximity to bureaucratic

geography.

5.3 | Associativity: Between visibility and formalization of collective
economic dynamics

The associativity criterion prioritizes collective legal forms—cooperatives, associations and com-
munity organizations—over individual or family enterprises, awarding additional points to
potential bidders organized as associations (SERCOP, 2018). In practice, 78% of SE contracts
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attributed during 2015 went to production and service associations (Celis, 2016). Officials frame
this criterion in terms of employment generation and competitiveness:

Someone from the Superintendency once said to me: Hey, we are approving many
associations just because of the expectation that [they] have of public contracting.
The answer is yes, that is right. These are people who do not have work, and the
only possibility they see of accessing work is by forming a type of SE organization
and, on that basis, having the possibility of delivering a good or service to the state.
(Officiall-SERCOP).

We have a large number of associations listed on the portal [referring to the inclusive
catalog]. The work that associations are developing today is dignified work, which
allows people to obtain income that, before working alone, they did not have. How-
ever, associative work is competitive work, work that leaves nothing to be said, is of
quality and meets all the expectations of the contracting entities. (Official3-SERCOP).

However, under the rhetoric of collective empowerment lies a problematic equation. Officials
interviewed consistently used ‘making initiatives visible’ and ‘formalizing them’ interchange-
ably, revealing an underlying assumption: SE organizations only become visible—and thus
legitimate—through legal registration. As Vega Ugalde (2016, p. 14) observes, government author-
ities represent associative actors as ‘informal’ actors who ‘risk remaining poor, small and excluded
from public policy’ unless formalized on public registers. One IEPS director made this logic
explicit:

Since the Constitution was enacted in 2008 and then with the LOEPS in 2011, the
state has been promoting the development of a social and economic inclusion system.
Within this framework, a set of policies was implemented that sought to promote
productive chains and guarantee access to the public and private markets for micro
and small producers who were previously invisible. The aim is, therefore, to promote
SE, which requires starting by giving legal life to its actors; reducing informality is
the first milestone for its visibility and development. (Director5-IEPS)

This rationality implies that the state grants life to SE organizations, even though their exis-
tence and effective operation precede any legal registration procedure. The subjectification effect
is manifest: organizations operating through informal collective practices—potentially more
aligned with reciprocity and solidarity principles than legally registered structures—are rendered
invisible and illegitimate.

This formalization imperative creates tensions within SE organizations by imposing rigid cri-
teria regarding governance, namely internal organization, control mechanisms, membership
requirements and leadership selection. For cooperatives, governance follows strict parameters,
that is, a single administrative body with a maximum of nine board members appointing
the manager (LOEPS, 2011). Many organizations perceive the state’s explicit preference for
‘working with the new-fangled associations’ (President-OComl), which makes legal restructur-
ing a pragmatic necessity for accessing contracts despite potential misalignment with existing
practices.
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The case of Coopl illustrates the consequences. Between 2014 and 2016, the cooperative experi-
enced four different managers as it struggled to adapt to technocratic management requirements.
The President described the resulting crisis:

Members saw the last manager as a stranger, just a boss... Each only wanted to fulfill
their production quota without caring about others’ work. They showed no interest
in participating in cooperative meetings. Assemblies felt like gatherings of unknown
women who wouldn’t even speak to each other. (President-Coopl)

Participatory decision-making traditions eroded as roles became divided between politically
skilled presidents and technically qualified managers mandated by SEPS regulations. Accord-
ing to Coopl President, the legitimation crisis was severe: by December 2016, Coopl had lost
70% of its members—only 6 of the original 20 remained. This workforce reduction directly
impacted production capacity, which also provoked delivery delays in Ministry of Education
contracts.

This empirically validates concerns about what Villalba-Eguiluz and Pérez-de-Mendiguren
(2019, p. 111) describe as ‘democratic cooling’ (enfriamiento democrdtico), which occurs when
formalization requirements distance members from real decision-making power. They argue
that ‘the search for success in markets would end up trivializing, in many cases, the very essence
and values of their organizations’, referencing debates about Mondragén. While governance
challenges threaten SE organizations beyond state intervention alone, Ecuador’s case demon-
strates how mandated structures—supposedly promoting solidarity values—can paradoxically
exacerbate these tensions. When formal compliance takes priority over democratic practice, the
result is not strengthened associativity but rather its erosion: organizations maintain the legal
shell while losing the participatory substance that, in principle, defines SE.

5.4 | Positive discrimination as a palliative to exclusion

Once organizations met the previous criteria, those demonstrating participation of vulnerable
groups—such as people with disabilities, refugees, immigrants, Indigenous peoples and older
adults—received preferential consideration in contract awards (SERCOP, 2018). The official
justification frames this as addressing historical exclusion:

Well, the persistence of poverty and the increase in inequality are the result of a
history of ethnic, gender, territorial exclusion. This government has recognized the
need for more inclusive development policies to mitigate inequality gaps and a better
redistribution of resources. This led us to generate tools from SERCOP, such as the
dynamic [inclusive] catalog that seeks to reduce poverty and inequality. [...] Now,
specifically, how are we doing it, or rather, how do we think we can do it? Well,
by including criteria that I would qualify [as] solidarity-based in the evaluation of
those who want to enter public procurement. They are criteria designed precisely for
a sector that is understood as solidarity-based [referring to SE]. Its objective is to gen-
erate employment and income, right? So, it is these enterprises that are called upon
to include the population’s priority attention groups. It is under this logic that the
dynamic catalog seeks to motivate organizations to include among their members
the elderly, people with disabilities, migrants, and women... It is a way for [these
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organizations] to participate in poverty reduction efforts, an objective set out in the
Social Agenda. (Advisorl-SERCOP)

However, this criterion reflects palliative welfare logic rather than structural transformation. It
incorporates vulnerable populations without questioning internal organizational inequalities or
the conditions producing exclusion. It thus functions as state compensation anchored in what Lav-
ille (2006, p. 24) describes as philanthropic solidarity between ‘those who assist’ and ‘the assisted’.
While positive discrimination has become widespread across policies (Vargas & Brito, 2023; Vega
Ugalde, 2016), its application reveals difficulty in recognizing SE’s plural nature—the integration
of social, ecological and political objectives alongside productive activities. The positive discrimi-
nation criterion seeks to incorporate vulnerable populations without transforming the structural
conditions that produce exclusion in the first place.

The gender dimension illustrates this limitation clearly. Evaluation employs conventional
indicators—for example, the percentage of women members and the ratio of women to men
within organizations—which reflect a Women in Development (WID) approach that measures
female participation without questioning the sexual division of labour (Degavre, 2011; Nobre,
2015). As one IEPS official explained:

Inclusive public procurement programs promote income-generating activities for SE
organizations. This government seeks to ensure a market for people to work, with
emphasis on vulnerable groups such as women. (Official3-IEPS)

Yet programs channel women towards stereotypically feminized occupations. Another official
acknowledged this pattern:

Women often find themselves working in “women’s jobs”; for example, domestic ser-
vice, cleaning, and feeding the children in the CIBVs [childcare centers]. There is little
participation of men. I am not saying that it is wrong; I am just saying what, for obvi-
ous reasons, happens from the socialization workshops when women are motivated
to form associations in these areas. It is thought that there, they have life experience
itself. (Official2-IEPS)

This dynamic reproduces rather than challenges gender segregation. All organizations studied
in food service and cleaning were composed exclusively of women, whereas metalworking asso-
ciations (producing school desks) consisted entirely of men. This pattern echoes Staab’s (2011)
findings on public policies addressing reproductive work in Andean countries (Ecuador, Peru
and Bolivia). According to this author, instead of questioning the unequal distribution of tasks
and responsibilities between men and women, state programs reinforce and naturalize gender
roles traditionally ascribed to women. Regarding public procurement programs, the positive dis-
crimination criterion creates employment opportunities within existing gendered structures yet
fails to promote the empowerment or structural change necessary for a transformation towards
equality.

Positive discrimination thus operates as a palliative measure—addressing symptoms of exclu-
sion through incorporation into income-generating activities—while leaving intact the relational
asymmetries, structural inequalities and divisions of labour that produce vulnerability in the
first place. This represents a fundamental misalignment with the substantive economic vision
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articulated in Buen Vivir, which demands not only including the excluded but also transforming
the systems that generate exclusion.

6 | DISCUSSION

Our analysis of public procurement designed to promote SE in Ecuador reveals systematic
contradictions between substantive policy discourse and formal implementation practices.
While procurement mechanisms claim to embody a substantive approach—through regulated
competition that accounts for differences in productive capacity and comprehensive evaluation
of SE organizations—the normative assumptions, social representations and subjectification
effects embedded in the four evaluation criteria suggest otherwise. Homogenized represen-
tations of productive activity, products, services and work within these organizations have
emerged, privileging formal economic rationalities over the substantive principles that underpin
SE.

6.1 | The formal versus substantive contradiction across four criteria

These four criteria reveal how substantive aspirations confront formal imperatives in practice.
As Bouchard (2009) and Perret (2009) note, evaluation is never neutral—every indicator conveys
implicit messages about which economic actors and practices are deemed legitimate.

Regarding installed capacity, SE organizations must demonstrate adequate infrastructure,
equipment and skilled labour to guarantee production quality and volume. Although policy
discourse acknowledges labour-intensive and community-based production, procurement mech-
anisms tend to privilege technification and professionalization, which favors organizations able
to meet formal standards of efficiency, scale and technological sophistication. Public procurement
thus reflects what Lemaitre (2013) relates to a minimalist view of organizations, where economic
relations are reduced to input-output transformations defined by prevailing technologies, while
sidelining their social, ecological and political dimensions. Empirical studies of Ecuador’s SE
public policy (Martinez Godoy, 2015; Villalba-Eguiluz et al., 2020) echo this dynamic, showing
how requirements for standardized outputs, rigid delivery schedules and strict compliance pro-
cedures reinforce formal economic logics that often clash with SE organizations’ realities and
values.

Concerning territorial conditions, public procurement programs require production to occur
in the county where demand arises, with at least 50% of inputs sourced nationally. While
this reflects a local development perspective (Mendonga & Rocha, 2015)—in which interde-
pendencies and community embeddedness are recognized—it often disrupts existing solidarity
networks that transcend administrative boundaries. Tensions emerge when supplier selection
prioritizes geographical proximity over what Brunori (2007) terms relational or symbolic prox-
imity, the latter reflecting shared values, trust and collaboration that have historically been
cultivated among SE actors. As Brunori (2007) notes, proximity operates not only through phys-
ical distance but also through the symbolic and relational dimensions that sustain localized
economies.

Public procurement programs adopt a strategic approach to the formalization of economic
entities, where legalization is framed as the primary means of promoting collective organization.
In practice, associativity has been equated with formalization: legal registration is treated as a
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prerequisite for ‘giving life’ to SE organizations, despite their prior existence and functioning.
This equation reflects a formal economic rationality that privileges bureaucratic visibility and
compliance over the substantive dimensions of reciprocity, cooperation and trust that sustain
associative life. Scholars have criticized this trend (Mero Loor & Zambrano Montesdeoca, 2023;
Vega Ugalde, 2016; Villalba-Eguiluz et al., 2020), noting that SE promotion has been reduced to
legal registration, delegitimizing informal collective practices attuned to solidarity principles.
The governance challenges observed—including Coop1’s loss of 70% of its membership after
technocratic management was imposed—illustrate the consequences of prioritizing formal
compliance over participatory, democratic processes in SE policy frameworks.

As per positive discrimination, SE organizations are expected to demonstrate the inclusion of
people from vulnerable groups, with an emphasis on poverty reduction and inequality mitiga-
tion. However, these prescriptions do not systematically address deeper organizational inequities.
Gender criteria, while formally recognized, emphasize women’s engagement in productive activ-
ities without questioning the sexual division of labour that underpins structural inequalities. This
instrumental approach values women primarily for their contribution to productivity rather than
for transforming gender relations. As Vargas and Brito (2023) show, such measures frequently
operate within a compensatory welfare framework, which targets benefits without challeng-
ing institutional structures that reproduce inequality. Conventional indicators—Ilike the ratio of
female/male beneficiaries or entrepreneurs—further mask the underlying dynamics of power,
representation and workload distribution. This also aligns more broadly with Villalba-Eguiluz
et al. (2020, p. 11), who note that the SSE is promoted as a narrow sectoral niche focused primarily
on poverty reduction—an ‘economy of the poor for the poor’—rather than as a vehicle for struc-
tural economic transformation, revealing the limits of a formal, rather than substantive, approach
to inclusion.

Our analysis of the four evaluation criteria reveals a systematic pattern: while policy discourse
claims substantive orientation, implementation privileges formal economic rationalities. Hence,
the confrontation between SE organizations’ operating modes—what these organizations ideally
represent for their members—and procurement policy’s normative foundations of procurement
policy—what public policy aims to achieve—produces contradictions that translate into tensions
within SE organizations and between them and their institutional environment (Table 2).

6.2 | Theoretical contribution: The institutionalization paradox

Our findings support what we term the institutionalization paradox: policies explicitly designed
to support alternative economic models may reproduce the very market rationalities they aim
to transcend, confining SE to a subsidiary role rather than recognizing it as a systemic alter-
native. In Ecuador, instruments such as public procurement—formally aligned with the Buen
Vivir—ultimately reinforce capitalist norms of technification, efficiency and competition. This
paradox operates at the intersection of constitutional innovation (macro-level) and evaluation
procedures (micro-level) through which SE organizations gain legitimacy. As Polanyi (1944, 1977)
argued, institutional transformation remains hollow without reconfiguring the ‘instituted pro-
cesses’ through which economic activity is socially recognized and valued. Comparable patterns
have been long documented in Europe (Avagianou et al., 2022; Chabanet & Richez-Battesti, 2021;
Chaves-Avila & Gallego-Bono, 2020; Teasdale, 2011), and South America (Saguier & Brent, 2014),
where SE becomes entangled in dominant market circuits, reinforcing rather than challenging
neoliberal logics.
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This contradiction also manifests as a tension between substantive form and formal content. Our
study reveals that public procurement mechanisms appear progressive—neutralizing competition
through fixed prices, strengthening territorial economies and privileging associative forms—yet
their implementation reintroduces the logic of standardization and market discipline. To gain
access, SE organizations must perform the market to be recognized by it. As Espinosa et al. (2025)
argue, the very act of recognition often becomes an act of subordination: autonomy and plurality
are tolerated only to the extent that organizations can be measured, certified and rendered com-
patible with bureaucratic expectations. This dynamic resonates with Dash’s (2016) insight that
the state constructs SE as an ‘included outsider’—institutionally visible but epistemically sub-
ordinated. Recognition, rather than fostering empowerment, thus operates as a mechanism of
normalization that undermines SE’s transformative potential.

Our findings align with cross-contextual research (Abreu Nagem & Pereira Silva, 2013;
Lemaitre, 2009; Lemaitre & Helmsing, 2012) showing that state recognition of SE often con-
fines it to niche roles addressing social problems—such as job creation in the Global North or
poverty alleviation in the Global South (Raffaelli, 2017)—rather than acknowledging it as a driver
of systemic transformation. SE thus tends to assume a subsidiary position within broader eco-
nomic systems. Comparative evidence from Ecuador and Mexico (Espinosa et al., 2025) suggests
that this reductionist approach extends beyond national contexts, revealing structural patterns in
how Latin American states interact with SE linked to agroecology. In both countries, regulatory
frameworks privilege market integration, formal certification and bureaucratic compliance over
reciprocity, traditional knowledge and community governance—reflecting a regional tendency to
subsume SE within neoliberal market logics rather than recognizing its transformative potential.

This institutionalization paradox carries both theoretical and policy implications.

Theoretically, it challenges the optimistic assumption in SE scholarship that state support can
mainstream alternative economic models without reproducing dominant logics (Cooney et al.,
2016; Coraggio, 2015; Flor & Rivera, 2024). Instead, it highlights that the core tension for SE lies
not only in constitutional principles or institutional design but also in the everyday technical pro-
cedures through which organizations are evaluated, legitimized and granted access to resources.
Within these processes, formal and substantive economic rationalities often coexist within the
same policy instruments, generating contradictory pressures on organizations that must reconcile
their normative values with state-imposed criteria. Villalba-Eguiluz et al. (2020) identify simi-
lar contradictions between: (1) strengthening community networks versus promoting individual
market competition, (2) fostering reciprocity and demarketization versus prioritizing market inte-
gration and (3) advancing biocentric sustainability versus emphasizing quantitative production
targets.

Practically, this suggests the need for alternative evaluation approaches grounded in partic-
ipatory processes—such as co-construction dynamics (Fraisse, 2005; Vaillancourt, 2009), and
public—-community partnerships (Chaves-Avila & Gallego-Bono, 2020) that actively engage SE
actors in defining criteria and acknowledge their distinctive rationalities: community embed-
dedness, ecological sustainability, democratic governance, traditional knowledge and solidarity.
Since substantive principles inform only policy discourse but not the micro-technologies
of implementation—the criteria, indicators and procedures through which principles are
operationalized—economic pluralism remains more aspirational than real. As scholars argue,
the challenge lies in developing reflexive policy instruments that continuously interrogate
their underlying rationalities, incorporate feedback from SE actors, and adapt through iterative
learning (Caitana et al., 2024; Dinerstein, 2017).
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7 | CONCLUSION

This paper analyzed Ecuador’s public procurement programs as a critical case for understanding
tensions between transformative constitutional principles and policy implementation. Our cen-
tral finding reveals an institutionalization paradox: while Ecuador’s 2008 Constitution articulated
a substantive economic vision through Buen Vivir, the evaluation criteria for SE organiza-
tions’ access to procurement embody formal economic rationalities. Installed capacity prioritizes
technification over traditional knowledge; territorial scope enforces administrative boundaries,
fragmenting solidarity networks; associativity equates visibility with legal formalization; positive
discrimination envisions vulnerable populations as passive beneficiaries rather than transforming
structural inequalities.

Our study advances SE institutionalization theory fourfold. Firstly, it extends Polanyian analy-
sis by demonstrating how formal and substantive economic rationalities coexist within the same
policy instrument, creating contradictory pressures on organizations. Secondly, it reveals that
the ‘instituted process’ of the economy (Polanyi, 1944, 1977) encompasses not just legal frame-
works but the implementation devices—evaluation criteria and compliance indicators—through
which economic activity is recognized and legitimized. Thirdly, we theorize the institutional-
ization paradox: policies designed to support alternative economic models may inadvertently
impose the very market rationalities they aim to transcend, which constrains SE to a subsidiary
role rather than recognizing it as a systemic alternative. State recognition can thus become a
mechanism of normalization, subordinating SE organizations to dominant logics. Fourthly, we
contribute to Buen Vivir scholarship by empirically documenting the gap between constitutional
vision and policy practice, revealing how theoretical convergences dissolve at the implementation
level.

Understanding these contradictions requires situating them within Ecuador’s broader political
trajectory. The 2008-2017 period marked the country’s most intensive effort to institutionalize
the SE, yet subsequent political shifts have continued to reshape this landscape. The neolib-
eral reorientation under the Moreno administration (2017-2021) intensified pressures on SE
organizations—a trend that persisted under the governments of Guillermo Lasso (2021-2023) and
Daniel Noboa (2023-present), which may have further reduced SE institutional support. Crucially,
however, the contradictions examined here emerged even during periods of active state promo-
tion, not merely as outcomes of political retreat. This points to deeper epistemic and institutional
barriers to realizing economic plurality through state policy and sheds light on the structural
challenges of SE institutionalization globally. Longitudinal analysis tracing how organizations
navigate these evolving contexts could clarify whether such contradictions persist, intensify or
transform under different political conditions.

Several limitations frame our findings. Our focus on public procurement—while revealing
crucial implementation dynamics—represents only one mechanism within Ecuador’s broader
SE policy architecture. Other instruments (financial inclusion through CONAFIPS, regulatory
oversight via SEPS) may show different patterns of formal/substantive tension. The institutional-
ization paradox we theorize may operate differently across policy domains, suggesting the need
for a comprehensive analysis of Ecuador’s SE policy ecosystem.

Our single-country focus on public procurement from 2008 to 2017 limits generalizability.
Future research should pursue comparative analysis across Latin American SE policies to illu-
minate regional patterns; investigation of how SE actors strategically negotiate formal criteria
while maintaining substantive values; empirical examination of alternative evaluation method-
ologies co-designed with organizations; and exploration of whether genuine plurality can be
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reinforced through state institutionalization or requires autonomous development outside state
frameworks.
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