NHEALEEDETE 5285 177 2009. 11

( s )

Social Enterprises in Britain

Norman Johnson

Emeritus Professor of Portsmouth University

Introduction

The title of the paper calls for a brief comment. Fifteen years ago the term social enterprise would
not have been heard in discussions of British social policy, not even in more specialist studies dealing
specifically with what was invariably called the voluntary sector. Before we can proceed much further,
however, a definition of social enterprises is needed.

Definition
A simple definition used by government in Britain is as follows :

A social enterprise is a business with primarily social objectives whose surpluses are 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 (HM Treasury/Cabinet Office, 2006, p. 29).

With that definition in mind, we can now turn to consider the scope or range of social enterprises.
Range

According to government figures, there are now at least 55,000 social enterprises in the UK with a
combined annual turnover of £27 billion, and a contribution to the Gross Domestic product of £85
billion. It is clear that social enterprises are important not only to the people they serve, but also to the
economy as a whole.

The range of their coverage is very broad indeed. They are of considerable importance in urban
regeneration, community and neighbourhood services, environmental services, work integration and
training, housing, health and social care, education, advocacy and campaigning, and credit unions; in
some areas they are responsible for refuse collection, recycling and community bus services and there
are currently plans to involve the sector in the running of prisons.

There are some social enterprises whose main purpose is to promote greater understanding and
acceptance of social enterprise and to advise and support other social enterprises, and these are of
particular significance.
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The best known of this kind of organisation is the National Council for Voluntary Organisations
(NCVO). Itis an invaluable source of support and advice for the whole of the voluntary sector, and it is
also useful to government in the contributions it makes to policy discussions. The NCVO is a formid-
able campaigning organisation, and regards itself, with some justification, as the voice of the third
sector.

The NCVO, however, is not the only organisation that can claim to represent the third sector.
There are at least four others: the Association of Chief Executives of Voluntary Organisations, the
Social Enterprise Coalition, the Social Enterprise Network, and the Social Enterprise Partnership. All
four are concerned with promoting social enterprise, and the titles of the last three organisations
indicate an unequivocal commitment to social enterprise.

The Social Enterprise Coalition works very closely with the Office of the Third Sector (OTS). The
Social Enterprise Partnership aims to achieve a more integrated infrastructure by bringing together
six infrastructure organisations. All four organisations are concerned to identify best practice and to
encourage its adoption by all their member organisations. To this end, they have extensive lists of
publications of the ‘how-to-do-it’ variety, they organise conferences, seminars and papers and they
furnish practical examples of successful social enterprises.

Some infrastructure organisations are directly concerned with the funding of other social enter-
prises. Among the most significant and widespread of these are Community Development Finance
Institutions, of which there are about 400 in the UK. They lend and invest in deprived areas and
underserved markets that cannot access mainstream finance.

The Charities Aid Foundation is an important social enterprise whose aim is to promote and expand
charitable giving. It advises charities on sources of finance, how to access these and how they can
make the most of whatever funding they succeed in attracting. It also advises donors on the most
effective and efficient ways of giving.

There are many other funding organisations, some of them national in scope but others are quite
local. Some of them bring together leading figures from the business and financial world and the
leaders of social enterprises.

An important source of support for social enterprises comes from the School for Social Entrep-
reneurs. This began in 1997 in London. The School's courses aim to help the individual entrepreneur
and their organisation simultaneously. Five other schools have been opened in different parts of the
country, and further schools are planned. By 2008, over 350 Fellows had completed courses.

There is also a monthly Social Enterprise Magazine and a daily online news bulletin.

In view of all the publicity and support that social enterprises receive from within the sector itself, it
is not surprising that their number and influence is growing. The support they can count on from
government is equally important, and this is the focus of the next section of the paper.

Government and Social Enterprises
Central Government

Mr Blair was very keen to achieve greater variety in the delivery and reform of public services,
involving both private sector and third sector organisations. His enthusiasm for social enterprises was
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demonstrated in three ways: structural changes in government, financial support for social enter-
prises and the publication of plans and reports aimed at encouraging the development of social enter-
prises.

Structural Changes

There were three major structural developments affecting social enterprises. The first was the
creation in 2006 of a Social Enterprise Unit inside the Department of Health; the second was the
appointment of a Minister for the Third Sector and the positioning of the Office of the Third Sector in
the Cabinet Office (OTS) ; the third change, also in 2006, was the transfer of a second Social Enterprise
Unit from the Department of Trade and Industry to the Office of the Third Sector.

The Department of Health Social Enterprise Unit set about identifying 26 pathfinder social enter-
prises to act as models for other social enterprises. The Department of Health also published a social
enterprise support pack (Department of Health, 2007a). The Cabinet Office Social Enterprise Unit
launched a parallel initiative, involving the appointment 35 Social Enterprise Ambassadors; the aim
was to foster a culture of social enterprise in Britain. The people chosen were high profile social
entrepreneurs meant to serve as an inspiration to others. The Social Enterprise Coalition was closely
involved in the setting up of this initiative and it went on to lead the programme.

Financial Support

The three most significant funding streams are the Social Enterprise Investment Fund, the Capa-
citybuilders Fund and the Futurebuilders programme. The Social Enterprise Investment Fund was
begun in 2007 by the Department of Health. In 2008, it amounted to £ 100 million over four years,
primarily to help with start-up costs. The Capacitybuilders Fund was an initiative of the Social
Enterprise Unit in the Cabinet Office. Its aim is to provide financial backing for what it calls ‘support
providers’ — those organisations whose aim is to help other social enterprises to grow stronger. The
fund amounts to £88.5 million. The Futurebuilders programme makes an important contribution to
the funding of social enterprise, providing loan and grant finance for organisations seeking to increase
their capacity for the delivery of public services. The Third Sector Review pointed to the increasingly
high quality applications for Futurebuilders programme. It said that since its inception in 2003,
Futurebuilders had made 239 investments — a total of £101.9 million. The first phase of the program-
me came to an end in 2007, but the government decided to extend it until 2011 with an initial input of
£65 million.

There are three other funding streams. Two of them are directed at smaller organisations: the
Grassroots Grants Programme (administered by the Community Development Foundation) and the
Improving Reach Programme. Finally, there is a funding programme of £117 million designed to
encourage youth volunteering.

Government Publications

The volume of publications from the Office of the Third Sector and the Department of Health has
been almost overwhelming. It is impossible in a paper of this length to mention all of them, but there
are two recent reports with particular relevance to social enterprises. The first was the Social Enter-
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prise Action Plan, published in 2006 and up-dated in 2007, which included commitments from twelve
government ministers. It put forward four objectives: to foster a culture of social enterprise; to
improve the business advice, information and support for social enterprises; to tackle barriers to
access to finance; to enable social enterprises to work effectively with government (Cabinet
Office/OTS, 2006 ; Cabinet Office/OTS, 2007).

The second report was the widely acclaimed Third Sector Review entitled “The Future Role of the
Third Sector in Economic and Social Regeneration’. An interim report appeared in 2006 (HM Treas-
ury/Cabinet Office, 2006) and the final report was published in 2007 (HM Treasury/Cabinet Office,
2007). This paper was produced after the most extensive consultation with the third sector ever
undertaken by government: during the course of the investigation ninety-three consultation events,
reaching over a thousand organisations, were mounted across the country. The Review contains a
lengthy chapter on the importance of social enterprises, and promises a range of measures to support
them and to raise awareness of their potential contribution to social and environmental improvement.

Local Government and Primary Care Trusts

It is essential to begin with a few words about local governance, since this will provide the context
within which social enterprises have to operate. For some years the government has been pressing the
case for decentralisation, first to local level and then to neighbourhoods. At the same time, there has
been pressure to involve local communities in setting priorities, formulating policy in line with these
and deciding the best ways of delivering services.

Central government determines the framework within which social enterprises operate at local and
neighbourhood levels. An important element in this framework is Local Strategic Partnerships, each of
which has the same boundaries as an individual local authority. Local Strategic Partnerships are multi-
agency bodies and typically include, in addition to the local authority, representatives from Primary
Care Trusts, the police service, the fire service, the probation service, the employment service and
learning and skills councils. Importantly, third sector organisations are also represented as full and
equal partners, and the Partnerships have a duty to involve local citizens in decision-making. The main
role of the Partnerships is to decide on local priorities over a very wide range of services. Once
decided, the priorities will be set out in Local Area Agreements: agreements between central govern-
ment and local government and their partners to improve services and the quality of life in the area.

Performance is measured against the priorities through Comprehensive Area Assessments. These
are annual judgments by the Audit Commission working in partnership with six other inspectorates.
The importance of these procedures to social enterprises arises from two of the indicators. The first is
an attempt to measure the contribution made by a Local Strategic Partnership to creating an environ-
ment in which third sector organisations can thrive. The second measures the level of regular volun-
teering in an area.

Local Area Agreements run for three years, but longer-term plans, looking forward ten or even
twenty years, are to be found in a programme entitled Sustainable Community Strategies. The specific
programme in each area will be decided after wide consultation between the individual local authority,
its partners as in Local Strategic Partnerships, but also including Regional Development Agencies and
Government Offices of the Regions. Social Enterprises will be involved in discussion of the strategies.
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Local Strategic Partnerships and Local Area Agreements are matched at neighbourhood level by
Neighbourhood Renewal Strategies and Neighbourhood Agreements. Again, social enterprises will be
involved in the drawing up of these documents. Special funding has been made available to the most
deprived neighbourhoods in the country. Originally, 88 of these areas were allocated resources from a
Neighbourhood Renewal Fund. At the time of writing, however (March, 2009), Neighbourhood Re-
newal Funding is being discontinued and replaced by a new initiative entitled the Working Neighbour-
hoods Programme, which also incorporates the Department of Work and Pensions Deprived Areas
Fund. The relevance of this for social enterprises is that much of their own work is centred on
deprived neighbourhoods, and they will have an interest in how the special funds are used.

Looking at these structures draws attention to the time and effort that is required of social enter-
prises if they are to fully participate. For a very small social enterprise, with only two or three
permanent staff, participation may quickly be seen as a burden, particularly as protocol probably
demands that it is the chief executive who represents the enterprise on the various committees.

Commissioning by Primary Care Trusts has a shorter history than that relating to local authorities,
but contracting for primary health care services is firmly on the agenda and is growing quickly ; since
2004 practice-based commissioning has been added to the commissioning by Primary Care Trusts. Itis
clear from Department of Health statements that social enterprises are likely to feature strongly in
future developments.

Major sources of support for social enterprises working at the local or neighbourhood level are what
used invariably to be called councils for voluntary service. The titles now vary but their functions
remain largely the same. All of them will have a general co-ordinating and developmental role. They
will be engaged in: encouraging partnership arrangements where appropriate ; identifying and re-
medying gaps in provision and any instances of duplication ; representing the third sector, especially in
its dealings with local government; providing advice and practical assistance to other third sector
organisations. It should be noted, however, that CVSs are predominantly urban institutions — their
rural equivalent are the 38 Rural Community Councils.

The next section examines the reasons for the general enthusiasm for social enterprises, and
particularly the government’s keenness to make much fuller use of them.

Why Social Enterprise ?

One common explanation for the growth of social enterprise is based on the failure of both the state
and the market in adequately meeting need. We moved from a state- dominated system after 1945 to a
market-dominated system during Mrs Thatcher’s term of office from 1979 to 1990. Between 1990 and
1997, Mr Major’s administration modified the more extreme elements of Mrs Thatcher’s policies, but
market predominance remained. In both types of regime, the third sector was pushed to the sidelines,
reduced to filling gaps. New Labour aimed to bring the third sector nearer to centre stage. What,
then, are the supposed advantages of social enterprises ?

A document published in 2007 by the Department of Health looked at the advantages of social
enterprise, and it is well worth summarising the advantages claimed :
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1. A better match between the services provided and users’ need, involving patients, staff and
service users in designing the services.

2. Social enterprises are often based in local communities, particularly in deprived communities
and communities where there has been market failure.

3. Social enterprises are non-bureaucratic and flexible, reacting more quickly to changing needs;
they have the ability to act creatively and to provide innovative services, new forms of delivery
and participatory forms of management.

4. The greater flexibility of social enterprises and their ability to accurately reflect patients” and
users’ needs means that they can take account of cultural and religious differences.

5. Social enterprises have the capacity to offer holistic or joined-up services.

(Department of Health, 2007b)

It is vitally important to realise that these claims are not strongly evidence-based. The characteris-
tics described are not necessarily unique to social enterprises and not all social enterprises will exhibit
them. The document is useful, however, in drawing attention to the notion of added value — that is
values beyond the economic value of a service. The argument would be that social enterprises bring
something extra to their work, something associated with their mission.

The mention of added value brings into focus the role of social enterprises in strengthening civil
society and contributing to civil renewal. This reflects the growing interest in recent years in civil
society and in the processes and institutions contributing to civil renewal.

A number of authors stress the value of third sector organisations (including social enterprises) in
helping to bring about civil renewal and adding to social capital (Deakin, 2005 ; Paxton & Pearce, 2005 ;
Stoker, 2005). Social capital may be made up of various elements : the use of volunteers, user involve-
ment, skills and knowledge, community resources, co-operation and collaboration, reaching hard-to-
reach individuals and communities, solidarity and trust.

Having looked at the claimed advantages of social enterprises, it is appropriate to look at some of the
problems facing the sector.

Some Problems

Lack of Evidence

A number of studies have identified a lack of evidence as a potential problem. The criteria for
measuring success among social enterprises need to be both economic and social. The main point to be
made here is that third sector organisations need to demonstrate that the transfer of delivery results in
measurable improvements for users of services and/or makes a contribution to civil renewal.

The government is not unaware of this problem, and has given a firm undertaking to conduct a full
evaluation of the impact of the Social Enterprise Action Plan. The Third Sector Review announced the
establishment of a third sector research centre, which should go some way towards creating a much
firmer evidence base.
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Shortcomings in Commissioning and Contracting

In 2007, the Department of Health issued a statement of intent to develop world class commission-
ing (Department of Health, 2007c). The shortcomings detailed below will all have to be addressed and
rectified before anything approaching world class commissioning can be regarded as an achievable
objective.

The main shortcoming in the commissioning process is the unnecessarily short period covered by
too many of the contracts. A survey by the Charity Commission revealed that in 2006 over two-thirds
of funding arrangements were for one year only (Charity Commission, 2007, p. 5). The main problems
associated with short-term contracts include : insecurity for the workforce; difficulties in mid-term
and long-term planning; a threat to sustainability.

There is also a problem concerning full cost recovery. Contracts which fail to cover the entire costs
involved in providing a service, especially overheads, are all too common, and this must serve as a
powerful disincentive to those contemplating entry into the market. Another disincentive in some
contracts is the clawback of any surpluses.

The complexity of contracts is another problem. The tendering process is complicated, and con-
tracts are long, with expectations and conditions laid out in great detail. Frequently, the language used
in the pre-contract documents and in the contracts themselves is unnecessarily complex. The situation
becomes even more complex when an organisation is dealing with more than one set of commissioners.

Social enterprises sometimes complain about what they see as the excessive amounts of regulation
and monitoring built into contracts. Since considerable sums of public money are involved, some
degree of regulation and monitoring is essential, but over-regulation and excessive monitoring stifle
initiative, and they are expensive of the time of skilled staff.

The scale of contracts is another contentious issue. Extremely large contracts are beyond the scope
of all but the largest social enterprises. The practice of some commissioners of bundling small and
medium sized contracts together and offering them as a single package obviously militates against
smaller organisations.

If commissioners want to make the best use of third sector providers, contracts must be drawn up
in such a way as to allow their distinctive qualities to be realised in practice. One means of achieving
this is through the use of social clauses, an idea very much in the government’s sights at present. In
2007 a Social Clauses Project Board was established, and it is said to meet regularly.

Social clauses are a way of specifying social outcomes and added value in public service contracts.
Among the many examples that could be cited is reaching hard to reach groups and those who are
socially excluded, a sharp focus on service users or on local communities, greater flexibility and
innovation or providing opportunities for training and employment. The use of social clauses was
recommended in a whole series of government papers between 2006 and 2008.

Many commissioners, however, remain unfamiliar with what is a new idea. To move the idea
forward, the Office of the Third Sector commissioned a large-scale survey on the use of social clauses,
and the results are now being used to develop guidelines for local authorities. The survey indicated
that one of the barriers to a fuller use of social clauses was the difficulty of formulating social clauses as
core contractual requirements. To help overcome the barriers, the government has now set in place ‘a
targeted study on the use of tailored social clauses for recycling contracts in a number of local
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authorities to help inform the next stage of work’ (Cabinet Office/OTS, 2007, p. 5).

In any enterprise, social or commercial, there is an element of risk. With social enterprises the level
of risk may be increased by the nature of their mission. An independent review into public services
efficiency concluded that contracts tended to place an excessive burden of risk on service providers
(Gershon, 2004). A Treasury paper of 2006 suggests that: (i) a balance of risk should be strived for ;
(i) risk allocation should be built into the contract; (iii) the common practice of payment in arrears
should be discontinued and advance payment should be considered when appropriate. Payment in
arrears results in the third sector bearing the up front costs of borrowing.

Many of the shortcomings of the commissioning process identified above give a clear indication of a
lack of understanding of the third sector among commissioners and their employing authorities. The
government has set up a training programme for commissioners and this will help to fill the deficiencies
in knowledge. There are 2,000 commissioners in the first phase of the programme, but this will only
succeed if it also brings about a change of attitude.

In the course of discussing contracts, a number of financial problems have emerged, but social
enterprises have other financial problems not entirely associated with commissioning and contracting,
and a brief consideration of these follows.

Financial Issues

Traditionally, the third sector has been characterised by a chronic shortage of resources. The same
restraints apply to most social enterprises. The difficulties partly stem from the kinds of work social
enterprises engage in, the client groups they serve and the areas in which they operate, none of which
may be attractive to investors. The NCVO, the Charity Commission and most of the government
reports referred to in this paper, strongly recommend a mix of funding streams and link a diversity of
income streams with sustainable funding.

However, approaching a wide range of potential sources of funding is time-consuming, and it calls
for a great deal of ingenuity in devising applications that meet each funder’s pre-conditions. The Third
Sector Review cites evidence of increasing competition for funding and warns that many organisations
lack the capacity to seek funding from a wide variety of different sources.

Nor is it simply a matter of the capacity to apply for funding ; many social enterprises, particularly
the smaller ones, are simply unaware of the different sources of income. This problem may be eased by
new arrangements which came into operation on 1" April 2008. The Directory for Social Change, a
campaigning social enterprise, co-operated with the Office of the Third Sector in developing a web-
based system capable of linking third sector organisations with new funding opportunities. Organisa-
tions with an annual turnover of less than £500 million will be able to gain access to the new portal
without charge ; larger organisations will be charged a fee of £75.

The difficulty experienced by small organisations in competing for government contracts has
already been noted. The position is only worsened by inequalities in the competition for private
sources of income. The danger is a loss of cohesion in the third sector. Itis worth noting that the fierce
competition for funding may itself be divisive, and this may make collaborative financial arrangements
difficult to establish and even more difficult to sustain.

If a social enterprise is successful in applying for grants or loans from a variety of sources it may
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end up with a patchwork quilt of income streams. There may be something of a dilemma here : the
more income streams an organisation has, the more sustainable is its financial position, but at the same
time, multiple income streams create problems for those managing the organisation’s finances. The
skills required to secure and then manage complex income streams are in short supply, and social
enterprises, especially the smaller ones, may find it difficult to recruit staff of sufficient calibre.

The form in which grants or loans are given, and the restrictive conditions sometimes attached to
them, may be less than ideal from the receivers’ point of view. The practice of match funding can be a
particular problem. Match funding occurs when an organisation is promised a certain amount of
money on the condition that it finds an equivalent amount from another source. This puts pressure on
the social enterprise to raise amounts which, given the problems we have already identified, may prove
to be beyond its capacity to achieve. If the organisation is unable to raise the money from external
sources, it may be forced to call on its reserves or divert resources from its other projects or activities.
Another common practice, which has a similar impact to match funding, is partial funding. Investing
institutions are able to choose which aspects of a social enterprise’s work they wish to support, and this
may have a distorting effect on a social enterprise’s programme.

Another financial issue relating to social enterprises is the need to find the most appropriate balance
between the commercial arm of an enterprise and what might be termed its social arm — its mission.
The scarcity of funding means that the development of the commercial trading arm becomes crucial,
and there is certainly a danger of the social aspects of the organisation being submerged by the
commercial interests. It is clear that when the very existence of a social enterprise is threatened by
financial problems, the temptation to shift the balance to the commercial side of the organisation’s
activities may be irresistible.

We have indicated that some organisations are heavily dependent on state funding. The next
section will consider how this affects a social enterprise’s mission, its independence and its freedom to
campaign.

Mission Creep, Independence and Campaigning

Mission creep is a term used to denote the possible impact of funding arrangements on an organisa-
tion's aims and activities. As already indicated, instances of this occur in the case of both match and
partial funding. But mission creep can also occur at an earlier stage in the grant process. In order to
win grants and/or contracts, in what is an extremely competitive market, a social enterprise may
modify its programme and priorities to more nearly correspond with the known preferences of the
potential funder. The Charity Commission found that in 2006 only 26% of charities that delivered
public services agreed that they were free to make decisions without pressure to conform to the wishes
of funders (Charity Commission, 2007, p. 6).

This discussion brings into sharp focus a key issue in the delivery of public services by third sector
organisations — the need for independence. All of the major policy-making third sector organisations
have repeatedly stressed the view that without independence, the third sector loses a great deal of its
purpose and value and several of them have warned of the dangers of too close a relationship with
government.

For independence to have any real meaning, it must include the freedom to campaign. The freedom
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to campaign was an important feature of the Compact — a document produced in 1998 to govern the
relationships between government and the voluntary sector (Home Office, 1998). The NCVO and
other agencies welcomed the prominence given to campaigning in the Third Sector Review, which re-
affirmed the principles of the Compact and promised to protect and promote the right to campaign.
Additional resources would be available to facilitate campaigning among groups, communities or users
who currently feel excluded and may not have the resources to campaign for change. Capacitybuilders
will provide capacity building support for organisations undertaking campaigning.

Inflated Claims and Unrealistic Expectations

There seems to be support from all sides for an increased role for social enterprises. At times the
undoubted and commendable enthusiasm of those within the sector has led to excessive claims being
made for the achievements of social enterprise to date : we hear a great deal about the successes, and
little about the failures.

There can be no doubt about the valuable contribution to social improvement being made by social
enterprises, as this paper shows, but making claims of excellence that are not borne out by the
evidence is not helpful either to the enterprise or to potential funders. Inflated claims lead to unrealis-
tic expectations, and disappointment for all concerned when it becomes clear that expectations have
not been met. Trust is one of the casualties.

Volunteers

Social enterprises and other third sector organisations almost invariably make use of volunteers,
and some organisations experience recruitment and retention problems in this area. It is obvious that
some organisations are more popular with potential volunteers than others. Work with children is
favoured. Working in hospitals is also popular, as compared, for example, with work with disaffected
youth. Even organisations working in the more favoured areas, however, also talk of a shortage of
suitable volunteers. It may be difficult for third sector organisations to turn away people wishing to
work for them on a voluntary basis. The use of a volunteer bureau may ease these problems by
screening out unsuitable applicants.

Volunteers need to feel that they are doing useful work and that they are valued members of the
team. Suitable training may also contribute to job satisfaction. It is likely that volunteers in social
enterprises will cluster around the social end of the business. Senior, full-time staff may very well be
busy negotiating contracts and gathering together material for monitoring purposes, but it is essential
that a gulf does not grow between full-time staff and volunteers.

There is one area where there is a chronic shortage of volunteers and the problem is becoming
more serious. This refers to the recruitment of trustees. Pati, who has addressed this issue, says that
the increased responsibilities of trustees and their need to understand the contracting system with its
business-style pressures, is ‘threatening to throw a fraught situation into a crisis’ (Pati, 2007, p. 6) The
increased pressures make recruitment difficult and existing trustees are resigning at an alarming rate.
Training is rare and recruitment to the board is usually via the old-boy or old-girl network.
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Conclusions

Mr Blair and his ministers frequently talked about the transformation of public services. This was
to be achieved by transferring responsibility for the delivery of large areas of public services to the
private and third sectors. One of the problems, however, was that the transfer to private sector
providers was already well advanced and growing.

However, even within Mr. Blair's government there were voices urging a more measured
approach. Prominent among those urging greater caution, was the Minister for the Third Sector, Ed
Miliband, who was a longstanding supporter of Mr Brown.

Since Mr Brown became Prime Minister, there has undoubtedly been a policy shift, but not a
massive one. It seems that service delivery will be decided on a case-by-case basis, and that transfer to
third sector organisations will take place only if a worthwhile improvement can reasonably be ex-
pected. The mass transfer of public service delivery to third sector organisations is not on the
government’s agenda. The objections to such a course of action are threefold : there would be a loss of
direct accountability ; social enterprises are not geared to pursuing universality and equality ; and it
might be damaging to the morale of public sector workers.

Mr Brown, however, remains a firm supporter of a variety of service providers, and in the foreword
to a report on world class public services, he says that the government is relying on social enterprise to
lead ‘a new wave of innovation whilst protecting the values of publicly funded services free at the point
of use’ (Cabinet Office, 2008, p. 6).

A general election must be held no later than 3 June 2010. Things can change very quickly, but if
current opinion polls are anything to go by, then the Conservative Party will be forming the next
government. It is, therefore, pertinent to note that at its last conference, the Conservative Party
launched a policy document affirming its commitment to third sector involvement in public service
delivery, campaigning and civil renewal.

It appears, then, that whatever the political complexion of the government during the next six
years, there will be a role for social enterprises. Whether governments will have time for devoting
much attention to third sector affairs is another matter. They will have more pressing matters to deal
with, certainly in the next few years. The financial crisis, the credit crunch, is going to be at the centre
of their concerns. The next few years will be very hard on social enterprises. Future constraints on
public expenditure will mean that central and local government funding is going to be even more
difficult to come by. At the same time money from banks, foundations, private donations and institu-
tional investors of all kinds is going to be cut and/or made subject to more stringent conditions.

There can be no doubt some social enterprises will go out of business, and plans to start social
enterprises will be put on hold. But social enterprises are nothing if not resilient, and the best may
come out of the recession with a renewed determination to fulfil their mission. During the downturn
they will be in a position to try to limit the damage inflicted upon individuals, families, communities and
the environment. But some damage there is bound to be, and once the recession is over then their task
will be to repair the damage.

Unregulated private enterprise has fallen into disrepute, and perhaps the greatest contribution that
social enterprise can make to the improvement of society is to demonstrate a new way of doing
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business.
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