INTERNATIONAL JOURNAL OF FINANCIAL ECONOMICS (1JEFE) e-ISSN: 3063-3648
Vol. 1 No. 5 2024, page 8-15

THE INFLUENCE OF SOCIAL ECONOMIC LAW ON SOCIAL WELFARE:
LITERATURE REVIEW AND POLICY IMPLICATIONS

Sapta Nur Fallah
Universitas Jenderal Soedirman
sapta.fallah@unsoed.ac.id

Loso Judijanto
IPOSS Jakarta, Indonesia
losojudijantobumn@gmail.com

Abstract

This study examines the impact of social economy law on social welfare through a
comprehensive review of existing literature and analyses relevant policy implications. Social
economy law plays an important role in addressing economic injustice and inequality and
improving people's welfare through various mechanisms such as resource redistribution and
social protection. With proper design and implementation, social economy law-based policies
can effectively reduce economic disparities and provide support to vulnerable groups,
creating a more inclusive and just society. The research also highlights the importance of
synergy between various stakeholders in policy formulation and implementation, as well as
the need for institutional and administrative strengthening to achieve the desired results. The
findings offer valuable insights for policymakers in their endeavour to sustainably improve
social welfare.

Keywords: Social Economic Law, Social Welfare, Policy Implications

Introduction

In recent decades, social economy law has become an increasingly important topic
in economic studies and public policy. Social economy law encompasses regulations and
policies designed to improve welfare conditions through aspects such as income
distribution, worker protection, and social justice. For example, minimum wage policies
and social security programmes are part of the social economic law toolkit that aims to
reduce inequality and improve people's welfare (Sheehy & Farneti, 2021). Then, social
economic law in public studies is often defined as a set of regulations and policies that aim
to balance market dynamics with social goals, in order to achieve broader and more
equitable welfare for society. This includes the analysis of various government
interventions such as minimum wage regulation, labour protection, and social security
programmes that aim to reduce income inequality, promote workers' rights, and provide
a safety net for vulnerable groups. Through critical reviews of these policies, public policy
scholars seek to understand the linkages between these economic laws and social welfare
and evaluate their effectiveness and implications in order to provide more informed and
evidence-based policy recommendations (Carroll, 2021).

In many countries, changes in social economic law policies have had a significant
impact on social welfare. Policies such as setting minimum wages, protecting workers'
rights, subsidising education and health, and social security programmes aim to improve
quality of life and reduce inequality (Hale, 2023). For example, minimum wage policies can
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improve the purchasing power and living standards of workers, but if not matched with
adequate productivity, it can lead to unemployment and increased production costs for
companies. On the other hand, an effective social security programme can provide
protection for vulnerable groups so that they can access basic services and participate
more actively in the economy (Hall, 2024). Therefore, it is important for policymakers to
ensure that any social economic law policy is designed comprehensively and based on in-
depth data and analysis so that the expected positive impacts can be realised without
causing adverse negative consequences.

However, there is still debate on the effectiveness and optimal implementation of
social economy law in various contexts, which often centres on how such policies can
achieve a balance between social and economic objectives without stifling growth or
causing adverse side effects. Proponents argue that government interventions, such as
minimum wage regulation, social welfare protection, and subsidies, are necessary to
address inequality and guarantee a decent life for the people (Pally, 2024). Sceptics often
express concerns that such policies may create administrative burdens, increase labour
costs, and reduce incentives for investment and innovation. In addition, varying local
cultural, economic, and institutional contexts also play an important role in determining
the extent to which these policies can be successfully implemented. For example, policies
that may work in developing countries with strong social systems may not necessarily be
effective in countries with high levels of economic inequality or less efficient institutions
(Ndlovu-Gatsheni, 2020). Therefore, this debate emphasises the importance of in-depth
contextual analysis and adaptive policy design to achieve desired outcomes.

Furthermore, an analysis of the existing literature also shows that social economy
laws not only impact on direct welfare, but also affect other elements such as social
stability and people's economic participation. Therefore, this study aims to conduct a
comprehensive literature review on the influence of social economy laws on social welfare
and present policy implications that can be taken by policy makers to improve people's
welfare.

Research Methods

The study in this research uses the literature method. The literature research
method is an approach used to collect and analyse information from various written
sources in order to answer research questions or develop a deeper understanding of a
topic. The process involves searching, evaluating and synthesising relevant literature, such
as academic journals, books, articles, research reports and other documents. Researchers
usually start by formulating a clear research question, followed by setting inclusion and
exclusion criteria to select the most relevant and qualified sources (Helaluddin, 2019);
(Sanusi, 2015). After that, researchers collect data through searches in academic
databases, digital libraries, and other reliable sources. Each source obtained was then
evaluated for credibility, analysed for content, and synthesised to identify trends, gaps,
and consensus in the existing literature. This method allows researchers to develop a
strong theoretical foundation, identify areas that require further research, and construct
evidence-based arguments to support their hypotheses or findings (Wekke, 2020).



Results and Discussion
The Effect of Social Economic Law on Social Welfare

Social economic law is a branch of law that regulates and directs economic activities
with the aim of achieving more equitable and just social welfare. This definition includes a
range of norms and regulations that aim to balance economic and social interests, such as
minimum wage setting, labour protection, social security, and income redistribution
policies. The main objective of social economy law is to reduce economic inequality, ensure
wider access to basic services, and protect vulnerable groups in society. From this
perspective, social economy law often positions itself as a tool to create more
economically and socially just conditions through government intervention and regulation
(Cardoso & Faletto, 2024).

The main characteristics of social economy law include its public welfare
orientation, preventive and protective nature, and flexibility in application. Firstly, it is
orientated towards public welfare by seeking to create fairer conditions for all members
of society, not just for narrow economic interests. Second, social economic law is
preventive and protective by trying to prevent the negative excesses of economic
activities, such as labour exploitation and poverty, and providing protection for the
vulnerable (McMichael & Weber, 2020). Third, it is also characterised by its flexibility, as its
application often has to be adapted to the specific context of a particular country or
region, including prevailing economic, cultural and social conditions. This flexibility allows
social economic law to remain relevant and effective in a variety of different situations and
challenges (Todaro & Smith, 2020).

Social welfare is a condition in which the basic needs of individuals and groups in
society are optimally met, covering aspects of economic, health, education,
environmental, and psychosocial well-being. This definition involves not only the fulfilment
of material needs such as food, shelter, and clothing, but also access to quality health
services, adequate education, a clean and safe environment, and adequate social and
psychological support. Social welfare also includes efforts to reduce inequality and
injustice in the distribution of resources so that all members of society have equal
opportunities to achieve a good quality of life. The ultimate goal of social welfare is to
create a harmonious and just society, where everyone can live a meaningful, productive,
and prosperous life (Wilson, 2021).

Social welfare indicators are measures or parameters used to assess the extent to
which the level of social welfare has been achieved in society. Some of the main indicators
include income levels and income distribution, poverty levels, access to health and
education services, life expectancy, unemployment rates, and housing and environmental
conditions. In addition, social welfare indicators may also include the quality of social
relations, public safety and security, and participation in civic and political life. The use of
these indicators provides a comprehensive picture of the quality of life and well-being of
individuals and groups in a society, allowing policymakers to identify areas in need of
intervention and improve overall living conditions (Mercuro & Medema, 2020).

Social economic laws have a significant influence on social welfare, as they regulate
various aspects that affect the distribution of resources and opportunities in society. One
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of its main influences is through minimum wage regulation, which ensures that workers
are adequately compensated to meet their basic living needs. This regulation helps to
reduce poverty and income inequality, thereby improving social welfare. In addition, laws
regulating working hours, safe working conditions, and other workers‘ rights also aim to
protect labour from exploitation and create a decent working environment, which in turn
improves workers’ productivity and quality of life (Tram & Huy, 2021).

In addition to labour regulation, social economic law also covers aspects such as
social protection, including health insurance, pension insurance, and other social
assistance. For example, laws governing health insurance and pensions ensure that
individuals have security when facing illness or entering old age, thereby reducing the risk
of economic insecurity and reliance on family or community assistance. Social assistance
programmes such as cash transfers or food programmes also play an important role in
providing basic needs for vulnerable groups, such as the elderly, people with disabilities,
and poor families (Franklin et al., 2024).

Furthermore, laws governing issues such as housing, education, and healthcare
have a direct impact on social welfare. Regulations that ensure fair and equitable access
to decent housing, quality education, and affordable healthcare are key to developing
individuals' quality of life and reducing social disparities (Kropotkin, 2021). For example,
housing policies that support the construction of social housing or housing subsidies can
help low-income groups to secure decent housing, while laws governing free and
compulsory education improve educational accessibility for all children, which is essential
for social mobility and improved future well-being (Swanson, 2022).

Equally important, social economy laws that promote social inclusion, such as anti-
discrimination laws and the protection of human rights, ensure that every individual in
society has an equal opportunity to participate in economic and social life. Penalties for
discrimination in the workplace, in public services, or in access to housing and education,
aim to create a fair and inclusive environment (K6ll, 2020). Thus, social economy law
affects not only material aspects of welfare but also aspirational and social rights, all of
which together form the basis of sustainable and holistic social welfare development.

Implementation of Social Economic Law Policy in Improving Social Welfare

The implementation of social economic legal policies plays a crucial role in
improving social welfare by establishing legal and regulatory frameworks that ensure a
fairer distribution of resources and opportunities. Policies such as setting minimum wages
aim to raise workers' incomes so that they can fulfil their basic needs. The government also
needs to effectively monitor and enforce these policies to avoid abuses such as
substandard payments or labour exploitation. In addition, the implementation of laws
related to decent working hours and working conditions aims to protect workers' rights,
which ultimately contributes to the overall well-being of society (Wiesner-Hanks, 2021).

Besides labour-related regulations, social protection policies such as health
insurance, pensions, and social assistance are also vital in strengthening social safety nets.
Good implementation of these programmes reduces the risk of poverty and economic
uncertainty. For example, by providing universal access to health insurance, people do not
have to worry about the burden of high medical costs and can receive necessary
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treatment. Likewise, pension programmes provide financial security for the elderly,
allowing them to live with dignity in old age. Social assistance such as cash transfer
programmes help the most vulnerable individuals in society to still have access to basic
needs such as food and shelter (Peet, 2024).

In addition, policies that promote universal and equitable access to housing,
education, and health services have a significant impact on long-term social welfare. The
implementation of housing policies that facilitate the construction of subsidised housing
or provide housing assistance to low-income families ensures that everyone has a decent
place to live. Similarly, education policies that ensure that all children, regardless of their
socio-economic background, have access to quality education, enable them to reach their
full potential and contribute positively to society. Guaranteed and affordable healthcare is
also important for the general health of the community and economic productivity
(O'brien & Williams, 2024).

On the other hand, social inclusion and nondiscrimination policies are essential to
ensure that all groups in society have equal opportunities to participate in economic and
social life. The implementation of anti-discrimination policies in the employment,
education and public service sectors helps to create a more equitable and inclusive
environment (Acton, 2022). In addition, policies that support the active participation of
marginalised groups, such as people with disabilities, ethnic minorities and women, in the
labour market and other sectors, can significantly improve overall social welfare and
strengthen social cohesion. Thus, the implementation of comprehensive and effective
social economy legal policies not only improves material well-being but also strengthens
the social fabric of society (McMichael & Weber, 2020).

The implementation of social economic legal policies must also be accompanied by
appropriate monitoring and evaluation mechanisms, ensuring that the objectives of the
policy are actually achieved and have the expected impact. The government needs to build
a transparent and independent monitoring system to ensure that policy implementation
is carried out in accordance with established rules and based on the principles of social
justice. In addition, the active participation of the community and other stakeholders in
the policy-making process and its implementation can encourage the sustainability and
effectiveness of the policy. Input and feedback from the community are very important for
adjusting and improving policies to make them more targeted and responsive to real needs
in the field (Semmel, 2023).

Encouragement for the informal sector, which is often overlooked, is also a crucial
step in strengthening social welfare. Many individuals work in the informal sector and are
not protected by formal labour and social policies. Therefore, inclusive policy approaches
that include the informal sector, such as extending social insurance to informal workers
and providing incentives for the formalisation of small and micro enterprises, are
important to reduce inequality and improve their economic security. Economic and skills
empowerment for informal workers will help them to contribute more productively to the
national economy (Donnelly & Whelan, 2020).

In addition, institutional strengthening that can support the implementation of
social economy law policies is essential. This includes strengthening administrative
capacity, increasing budget and resource allocation, and developing a clear and strong
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legal framework. Strong institutions will be able to implement policies effectively and
efficiently, and overcome various challenges that may arise in the implementation process.
Cooperation between the central and local governments is also needed to ensure that the
policies taken can be implemented properly throughout the region and reach all levels of
society (Soares, 2020).

In conclusion, the successful implementation of social economic law policies in
improving social welfare is highly dependent on the government's commitment to
implementing policies that are fair, responsive and inclusive. With a strong legal and
regulatory framework, as well as effective supervision, these policies can assist in
distributing resources and opportunities more equitably. Community and other
stakeholder participation and institutional strengthening are key to achieving sustainable
impact. With all these efforts, it is expected to create better social welfare, reduce
inequality, and strengthen social cohesion in the country.

Conclusion

The influence of social economic law on social welfare reveals that the
implementation of policies based on the principles of social justice can have a significant
positive impact on improving people's welfare. These policies, which include resource
redistribution, social protection, and economic support to vulnerable groups, are able to
reduce economic and social disparities and create a more inclusive and just society.
However, the success of these social economic law policies relies heavily on proper design,
consistent implementation, and effective supervision to avoid irregularities and ensure
that all levels of society benefit equally.

The policy implications of these findings emphasise the importance of collaboration
between the government, private sector and civil society in developing and implementing
policies that are responsive to real needs on the ground. Active participation of various
stakeholders can improve policy accountability and efficiency, while strengthening
institutional and administrative capacity will ensure that policies are implemented
appropriately. Through an integrated and inclusive approach, social economic law policy
has great potential to sustainably improve social welfare and reduce disparities in society.
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