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What is Social Enterprise?

‘A social enterprise is a business with primarily
social objectives whose surpluses are principally
reinvested for that purpose in the business or In
the community, rather than being driven by the
need to maximise profit for shareholders and

owners’.
UK Government definition
Social Enterprise - a strategy for success DTI, 2004




Charities and Social Enterprise (1)

Why charities might HAVE TO consider social
enterprise activities:

* Pressures on the Third Sector are seeing more
and more charities looking seriously at
supplementing grant funding and donations with
earned income.

* Much of the statutory grant sector is becoming
contract-driven as Government more and more
outsources public services to the Third Sector.




Charities and Social Enterprise (2)

A few reasons why charities might CHOOSE TO
consider social enterprise activities:

Plan for the reduction of and competition for
grant funding

*Meet core overheads costs
*Free from constraints of ‘restricted funding’

*Reduce time spent fundraising, managing funding
relationships and administrative burden




Charities and Social Enterprise (3)

Charities Commission Publication CC35 -
Trustees, trading and tax

How charities may lawfully trade

It is important to be aware of Charities Commission
restrictions on trading and the benefits:

*Trading must be allowed within governing
document




Charities and Social Enterprise (3)

*Charities may not engage in trading which risks
assets

*Primary purpose trading benefits from tax benefits
Including exemption from corporation tax,
discretionary business rate relief and gift aid from
trading subsidiaries




Charities and Social Enterprise (3)

To access tax benefits —

non-primary purpose trading is limited to £50,000
or no more than 10% of total trading income

Occasional trading which forms a small part of
overall income is allowed

If in doubt, seek professional advice




Benefits and Potential Difficulties
of becoming a Social Enterprise

Exercise

Benefits & Potential Difficulties




Ideas development framework (1)

So you have decided you have a great idea to
earn income for your charity! Now it needs
rigorous development:

1. Clarify idea and get people on board — create
a team

2. Innovate — develop your seed idea with
stakeholders and research your market

3. Assess feasibility: market, resources, cost-v-
Income, risk and funding

4. Be realistic — if it doesn’t look feasible don't
pursue it!




Ideas development framework (2)

Plan and design project
Development

Pilot and evaluate

All’'s well? — l[aunch

Evaluate and celebrate success!

. Continue to monitor and evaluate and adjust
as needed




Healthy organisations need to
develop a broad-based income (1)

Income Categories

Statutory Voluntary

Generated Donated




Healthy organisations need to
develop a broad-based income (2)

Individual Exercise

What is the breakdown in % terms of income for
your organisation in the categories

Statutory Voluntary

Generated Donated




Healthy organisations need to
develop a broad-based income (3)

If an organisation is reliant on income from very
few sources, any of the following can occur:

« A sudden loss of income can result in a
major crisis

« External factors can completely control the
future of the organisation

 Dependence upon statutory income can create
uncertainty in financial planning

 There can be the potential for loss of financial
Independence

« The funding ‘tail’ can wag the
organisational ‘dog’




Social Enterprise
Income Options (1)

Grants

Esmee Fairbairn F o u n d a t mam fuhdsupports
‘an enterprising approach to achieving your aims’

Adventure Capital Fund - Business Development
Fund - a grant of up to £15,000 comes with five
days’ support and can be used to develop an
organisation’s skills and capacity, making it ready to
run its own enterprise and trading activities

Futurebuilders often include grants and
professional consultancy support

within an overall investment

(loan) package




Social Enterprise
Income Options (2)

Loans
« Adventure Capital Fund
* Futurebuilders (for public service contracts)

« Charity Bank

All specialise in loans for Third Sector Organisations
who may find it difficult to raise sufficient fund from
traditional sources. CDFIs may also be able to help.

Equity
Where an investor puts in capital in return for a

share of the profits. Clearly for constituted and
registered charities, profit-sharing isn't an option!




Key Ingredients of
Successful Fundraising

« Active and committed Trustees/Management
Committee

A current Business Plan and Funding Strategy:

— Clear strategic and operational aims

— Sound financial management and control
— A clear case for support

— Marketing and Communications Plan

— Skilled and experienced trustees, staff and
volunteers

— A system for monitoring
and evaluation




Sources of Information
and Networks (1)

NCVO - The Sustainable Funding Project
encourages and enables voluntary and community
organisations to explore and exploit a full range of
funding and financing options to develop a
sustainable funding mix www.ncvo-vol.org.uk/sfp/

The Finance Hub - making sense of finance and
funding in the Third Sector www.financehub.org.uk



http://www.ncvo-vol.org.uk/sfp/
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Sources of Information
and Networks (2)

Social Enterprise Coalition
WwwWw.soclalenterprise.org.uk

Social Enterprise London www.sel.org.uk

Office of the Third Sector Social Enterprise Action
Plan

http://www.cabinetoffice.gov.uk/third sector/social e
nterprise/action plan/
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Sources of Information
and Networks (3)

Charities Commission publication: Trustees, trading
and tax How charities may lawfully trade
http://www.charity-
commission.gov.uk/publications/cc35.asp

Sources of finance:

‘Esmee Fairbairn Foundation
www.esmeefairbairn.orqg.uk/

Futurebuilders www.futurebuilders-england.orqg.uk

*Adventure Capital Fund
www.adventurecapitalfund.org.uk

Charity Bank www.charitybank.org

Community Development Finance Institutions
http://cdfi.org
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