An Introduction to Social Enterprise
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¢ “Social Enterprise’ - it is such a common term, used by everyone from
o Nisas politicians to charities to people setting up businesses. But ‘social
enterprise’ can be a confusing concept...

What exactly is a social enterprise?

How do | set one up?

Is my organisation considered to be one already?

Is social enterprise a legal form?

“This fact sheets provides a brief overview of what a social enterprise
is and how they fit in with the rest of the voluntary and community sector (VCS) in Southwark.

Definitions

Social Enterprise
One of the biggest areas of confusion when looking at social enterprise is that there is no legal or
statutory definition.

There are, however, a number of definitions that are commonly used and are helpful in identiying
what a social enterprise looks like:

A business with primarily social objectives whose surpluses are principally
reinvested for that purpose in the business or community, rather than being driven
by the need to maximise profits for sharehoiders and owners. (Gov.UK)

‘Social enterprises are businesses that trade to tackle social problems,
improve communities, people's life chances, or the environment. They
‘make their money from selling goods and services in the open market,
but they reinvest their profits back into the business or the local
community. (Social Enterprise UK)

‘A social enterprise is a business driven by a social or environmental purpose. As with all
business, social enterprises compete to deliver goods and services. The difference is that
social purpose is at the very heart of what they do, and the profits they make are reinvested
towards achieving that purpose. (School for Social Entrepreneurs)

A social enterprise is a business that has both social and commercial goals.
What makes it different from other enterprises is that it places a firn
‘emphasis on tackling social problems. This positive impact is as important to
its business objective as any financial bottom line. (Clearly So)
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Social Entrepreneurs
Yet another phrase you may have come across along your journey — below are two descriptions
that reflect what a social entrepreneur

“Individuals with entrepreneurial solutions to social and economic problems.” They
“cover a range from starting small community organisations building social capital and
cohesion, right through the scale to major ventures delivering social and economic:
impact, and including people with breakthrough innovation models.’ The Global
Social Entrepreneurship Network

‘A social entrepreneur is someone who works in an entrepreneurial
manner, but for public or social benefi, rather than to make money.
Social entrepreneurs may work in ethical businesses in the private
sector, governmental or public bodies, or the nonprofit and community
sector. (School for Social Entrepreneurs)

The term ‘Social Enterprise’ in fact describes a way of doing things and a mind-set. Just like
businesses, social enterprises trade in all sorts of markets: selling goods and services to
individuals or to local authorities; charities; govermment and private businesses. The key difference
between a social enterprise and business is that it s socially aware and that all of its profits or
surpluses are reinvested back into the social and environmental purposes of the organisation.

The term *social enterprise* shouldn't be confused with private businesses that simply operate in
an ethical way, charities that don't do business (or trade very litie) or public sector arms-length
companies that operate as part of a government department or agency, but has substantial
autonomy in how it is managed.

Characteristics
There is not a single legal definition, but all of those definitions that are listed above indicate some
key characteristics of social enterprise.

The main characteristics of social enterprise are:
Have a clear social and/or environmental mission set out in their governing documents
Generate 50% or more of their income through trade or selling goods and services
Reinvest the majority of their profits back into the social enterprise’s operations

Be independent of stateflocal authorities

Be majorty controlled in the interests of the social mission rather than shareholders
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