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The paper is in the following sections:

1. The Institute of Public Sector Management – who we are – and why we’re interested in Social Entrepreneurship

2. Can we define Entrepreneurship? – and thus Social Entrepreneurship?

3. What forms of Social Entrepreneurship can be identified and how do they differ?

4. The Process of Social Entrepreneurship

5. The Social Enterprise

6. Managing the Social Enterprise

7. Where the Institute feels it come in

Section 1: The Institute of Public Sector Management (IPSM)

The IPSM was founded in the early 1980s as a body for Local Government Administrative staff. In its early years it was strongly associated with ICSA – the body for Company Secretaries – but over the years that link has been discarded. Instead the IPSM began to expand its membership base – first recruiting local government staff in non-administrative posts – we have strong membership in Housing and Social Services for example particularly amongst junior and middle managers. As the nature of public services changed, so did the IPSM – first CCT lead to some members’ employment being transferred to private sector contractors giving us a number of (newly) private sector members. Secondly, within housing we saw the migration of members into Housing Associations (now more correctly Registered Social Landlords) and RSLs became a new recruiting ground. Recent years have seen the rapid expansion of our membership in the voluntary sector – both in national bodies and in smaller regional and local organisations. Finally, we have a small but important membership in our most Local Councils (Town, Parish and Community Councils).  

We recognise that at least some of our members work in what many of us would call social enterprises already and we see the expansion of our membership by recruiting managers from that sector as an important part of our overall strategy.

We are thus a very diverse body, (and the term “Institute of Public Sector Management” may be no longer the most appropriate ‘brand name’. Indeed by the time this paper is presented, the IPSM’s re-visioning exercise may already be on the way to a new one).

The IPSM itself has no directly employed staff. All staff of the IPSM are members of CUIRN – an employee owned and managed co-operative, which delivers services to the IPSM on a contractual basis. – whilst also, in its own right, providing, both as the Public Administration Research Centre – (formerly known as LGORU – the UK consultancy wing of the Royal Institute of Public Administration) and as MYMER a range of training and consultancy services to local authorities and third sector bodies.

As a co-operative CUIRN is interested in both the introduction of Community Interest Companies (CICS) and in the references in recent Government papers to reforming the legal structures of Industrial and Provident Societies (IPSs).

David Jackson and Emma Kelly were original members of CUIRN, David coming from a Research Fellowship at the Open University Business School’s Public Interest and Not-for-Profit Research Unit and Emma coming from Business in the Community (North-West).

From the earliest days of our involvement, we have been active in the related fields of Social Entrepreneurship and Corporate Social Responsibility. In particular publishing a number of papers on these subjects during the period 1998 to the present day.

Towards the end of 1998 we wrote “Over the past few months a number of newspaper articles, journal articles, books and seminars have brought up the notion of 'Social Entrepreneurship' (e.g. 'The Rise of the Social Entrepreneur' by Charles Leadbeater, DEMOS, 1997). Recently too, we saw the publication of 'Corporate Citizenship' by McIntosh,  Leipziger, Jones and Coleman, FT/Pitman, 1998)” and continued that “We are interested in the degree to which 'Social Entrepreneurship' may be defined, and if defined, may act 

· As a paradigm to direct the behaviour of Corporate Citizens in their engagement with the "Community'.

· As a paradigm for a third sector involvement in the delivery of public services.”

Both these themes still seem as relevant today as they did in 1998!

At that point our interests “diverged” somewhat – with Emma going on to work on Corporate Social Responsibility Issues and David continuing his interest in Social Entrepreneurship. But the links have been maintained and today sees our first joint paper in three years!

 (We will also be re-publishing a previous paper looking at the links between Social Entrepreneurship and Corporate Social Responsibility on the Institute’s web site at www.ipsm.org.uk for anyone wishing to read it).

Section 2 - Can we define Entrepreneurship? – and thus Social Entrepreneurship?

There is of course a wealth of ‘private sector’ material on Entrepreneurs, which seeks to define terms such as ENTREPRENEURSHIP, INTRAPRENEURSHIP, CORPORATE ENTREPRENEURSHIP and INNOVATION. Some of the most interesting definitions were set down by the Indian writer, Matthew J Manimala, in “Beyond Innovators and Imitators: a Taxonomy of Entrepreneurs” Creativity and Innovation Management, vol 5 (3) 1996, and these are well worth revisiting.

However, shall we simply work with the loosest definition yet? – given by Kao (1993) “Defining Entrepreneurship Past, Present and?” in Creativity and Innovation Management vol 2(1).

“ Entrepreneurship is the process of doing something new for the purpose of creating wealth and adding value to society”
So, if that is entrepreneurship, what is Social Entrepreneurship?
In “The New Entrepreneurs”, Marjorie Kelly used the term ‘Social Entrepreneurship’ to describe ‘conventional’ businesses that incorporate ‘social’ or ‘ethical’ aims into their mission and objectives. 

We feel that such  ‘entrepreneurs’ might be better tackled in terms of ‘Ethical Leadership’ or ‘Social Responsibility’ but what this strand should remind us is that some of the communities in societies are Business and Commercial Communities and that some of the CITIZENS whose entrepreneurial actions we try to describe will be CORPORATE CITIZENS.

We however mean something rather different by the term, and we’d like to start with a simple Working definition… (of our own)

Social Entrepreneurship is Entrepreneurship pursued to create social and community benefits 

In 1998 we went on to expand this as:

A Social Entrepreneur utilizes SOCIAL CAPITAL to mobilize financial, human, knowledge. physical capital to acquire RESOURCES (Social and Conventional) in order to create a social enterprise which then delivers social dividends / returns.

A definition, which in the light of later work on ‘Catalytic Entrepreneurs’ we felt was too restrictive, but which now seems eminently workable given the current government emphasis on the social enterprise as a vehicle for change.

We also argued (based on Pearce’s ideas that “In Social Entrepreneurship the creation and successful operation of an enterprise is a MEANS towards a set of defined ENDS rather than an end in itself.” Again in the light of some statements around “Social enterprise – a strategy for Success” we might wish to ‘touch base’ with this definition again.

Section Three – What forms of Social Entrepreneurship can be identified and how do they differ?

We use SOCIAL ENTREPRENEURSHIP as a ‘blanket term’ to cover all activities within the broadest definition given above.

We effectively divide Social Entrepreneurship into 3 main divisions:

Catalytic Social Entrepreneur

Community Entrepreneur


Further divided into Economic and Non-Economic

Civic Entrepreneur


Further divided into Public Entrepreneur (financial innovator) 
and


Entrepreneurial Manager

The division between the Catalytic Entrepreneur and the others comes in that Catalytics do not directly act on a problem itself, they act on public awareness and perceptions of it, whilst the latter categories take some form of direct action (though not necessarily service provision) with respect to an identified problem.

It is interesting to note in this context the words of Jerr Boschee (Executive Director of the US-based Institute of Social Entrepreneurs) who said “Whenever a NGO starts a new programme, they refer to it as a social enterprise. It may be innovative, but unless it earns revenue it’s not a social enterprise” – we might wish to touch base on that statement as we look in more detail about who’s practising Social Entrepreneurship and what is a social enterprise. 

Category one: THE CATALYTIC SOCIAL ENTREPRENEUR

A citizen (or group of citizens) who play a critical role in bringing about catalytic changes in the public sector agenda, and the perception of certain social issues. Primarily we are talking of issue generators, pressure groups etc. which articulate, define and raise the profile of public concerns.

They do not address the problem through direct action but aim through a media based campaign to alter awareness and perceptions, to mobilize public opinion and support and thus to get others to take action.

We might wish to widen the scope of this group to include lobbyists etc., or indeed any individual or group who raises public issues in this way. It ‘might’ include community leaders, community and/or consumer representatives including elected members outside the ‘executive’ group in public sector bodies.

We might even (to be more radical) take a look at some of the definitions in use of the term “Social Marketing” and argue that in many ways “Social Marketing” at least as applied to the raising of public awareness, interest and readiness to take action – is an ‘codified’ form of catalytic entrepreneurship.

Category two: (A) - THE (ECONOMIC) COMMUNITY ENTREPRENEUR

The origins of this term lie in a speech by HRH Prince Charles to Business in the Community. The outcomes sought by this category are primarily ECONOMIC in nature (jobs, businesses, training, skills development etc.)

There is a continuum from ‘Grass Roots’ (see Pearce, “At the heart of the community economy”, Gulbenkian, 1993) to ‘Intervention’ (by business, see for example Business in the Community’s Corporate Community Investment Initiative or the US CDFI initiatives in a similar field). 

The resulting ‘vehicle’ may be:

A Voluntary Enterprise (relying on volunteers)

A Social Enterprise (relying on grant or deficit subsidy)

A Community Business (a viable financial concern – perhaps on local authority or health trust contract)

Boschee (and to an extent government views) might tend to the view that only the third of Pearce’s products – the Community Business - is a true “Social Enterprise” in that it delivers products / services and in so doing earns revenues and supports jobs etc.

CATEGORY TWO: (B)

THE (NON-ECONOMIC) COMMUNITY ENTREPRENEUR

The origins of this term lie in Charles Leadbeater’s “The rise of the Social Entrepreneur”, DEMOS, 1998, and refer to groups, primarily working at the boundary of the public and ‘traditional’ voluntary provision (a zone where ‘formal’ and ‘informal’ economies meet).

The concept is similar to (Economic) Community Entrepreneurship but the ends / benefits sought are essentially non-economic; therefore we could use the working name ‘Non-Economic Community Entrepreneur’.

We might at this stage just wish to reconsider our differentiation between the two groups of “Community Entrepreneurs”. We should always be careful never to totally disengage the ‘economic’ from the ‘social’, the initiatives of most value (certainly in the ‘regeneration’ field – in its widest sense) are those which combine objectives from both camps. 

Leadbeater’s term “primarily working at the boundary of the public and ‘traditional’ voluntary provision (a zone where ‘formal’ and ‘informal’ economies meet)” is echoed in recent government documents.

Whilst the government argues that social entrepreneurs and social enterprises are “often well placed to be able to deliver goods quality, cost-effective public services demonstrating innovative new practices and increasing the participation of staff and users in service delivery” and whilst the government believes that “there is significant potential for more public services to be delivered by social enterprises”, it is also equally clear that “the Government does not intend that CICs (or other social enterprises?) should deliver essential public services in core sectors such as hospitals and schools. Rather, CICs should develop to meet the needs of local communities, complementing core Government services such as childcare provision, social housing, leisure and community transport.”

The phrase “demonstrating innovative new practices” also brings in another issue much discussed by those studying entrepreneurship and summed up by Charles Edwards (Open University) in the question “Are they seeking to create a better present or a better absent?” – those seeking to create a better ‘absent’ are seeking to provide something that was not there before – those seeking to provide a better ‘present’ seek to provide what was there before but more effectively and / or efficiently and / or economically and / or equitably and / or in a more environmentally sustainable manner. 

Some would argue that only those seeking a better absent are true entrepreneurs – the others are merely innovative managers – or just good managers to be truthful!

This middle group “Community Entrepreneurs” is the key group for the rest of this paper, but we’ll just conclude our classification before moving on.

There is a gap between the above categories and the next ones.

In subsequent categories the entrepreneur is held to be in the ‘public service’ whether as ‘elected politician’ or as ‘employed public administrator’. 

The fact that they thus belong to existing, on-going organizations may incline the more pedantic amongst us to believe that they might be better classified as ‘intrapreneurs’ or ‘corporate entrepreneurs’.

Another, perhaps more interesting difference, lies in the nature of the ‘community’ served.

If  (as Salmon says in “Community, Communitarianism and Local Government”), the phrase community is likely only to be experienced by either a small interest group or by people living in a few adjacent streets, then the ‘communities’ which (in the main) public servants seek to address actually consist of a series of such communities (often overlapping) interacting in complex ways.

The ‘luxury’ which the ‘community entrepreneurs’ possess is to be able to deal with the wants, needs, expectations etc. of a single community (should they so wish) and they do not face the problem, faced by at least a group of the Civic Entrepreneurs of providing (or being seen to provide) EQUITABLE treatment as between differing communities.

Category Three - CIVIC ENTREPRENEUR

This heading may be divided into two groupings: -

THE PUBLIC ENTREPRENEUR  - those primarily interested in developing new sources of (non-tax) revenue to support the continued or expanded provision of public services (whether by direct in-house provision, or provision through partnership with other groups) – a link here to Manimalas’s  ‘financial innovator’. but primarily to US forms such as Perlmutter and Cnaan, who 

posit a version of CITIZENSHIP as the basis for private –public partnership, not dissimilar to that referred to as ‘VALUE CENTRED’ by Smith and Huntsman.

Perlmutter and Cnaan raise the dilemmas referred to earlier of equity of treatment between communities, and also raise ethical questions as to who may be acceptable as a ‘funding’ partner – issues which many voluntary bodies have to face.

THE ENTREPRENEURIAL MANAGER - those primarily interested in the more effective, efficient and equitable provision of public services. (Bureaucratic Entrepreneurs, Entrepreneurial Managers etc.) They may be further subdivided into POLITICAL ENTREPRENEURS – elected members involved in the central decision making on policies, priorities and programmes within the organization and POLICY ENTREPRENEURS- professional officials working at the highest level on policies, priorities and programmes – an interesting term for such officials when they take an entrepreneurial line is “Execucrat” It is perhaps this group that face the EQUITY dilemma most clearly, and perhaps this factor is what singles them out.

We might argue that below this level the question as to whether the ‘entrepreneur’ - whether individual or collective - is a public servant perhaps leads to issues of accountability, stewardship, ethical behaviour etc.

In some terms, where they then focus on the needs of a single community (in Salmon’s terms) they might more appropriately looked at as examples of Community Entrepreneurship. Would for example Leadbeater and Goss’s Walker Headmistress not be more appropriately regarded as a ‘Non-Economic Community Entrepreneur’ than as a Civic Entrepreneur (Entrepreneurial Manager)? Perhaps the Police example in that book might be closer to what we are considering.

Further exploration in this area is perhaps more of interest to the IPSM’s traditional membership – the 55% of our members who work for statutory public bodies, rather than the 35% who are in the voluntary / community sector – or to the audience today – so we’ll cut short our discussion of category three at this stage – for anyone interested – there is the PARC report “A Vast Co-operative System” and we will post other material onto the web-site.

We might also want to re-think at this stage and to ask whether our definitions are becoming a bit ‘precious’ and whether they are continuing to help?

The BOUNDARIES between these groups described above are  ‘fuzzy’ and ‘grey’. The groupings should not be seen as competitors for some title or even for the role of the ‘true’ Social Entrepreneur,

Essentially they should be seen as potential PARTNERS in an innovative network (“A Vast Co-operative System”? – PARC, 1991) to derive and provide valued benefits to society and the communities which comprise it (essentially the defined OBJECTIVES of SOCIAL ENTERPRISE / SOCIAL ENTREPRENEURSHIP / SOCIAL ENTREPRENEURS.

Perhaps the best summation of the objectives of ALL social entrepreneurs comes in a quote from Joseph Chamberlain the father of “municipalism” speaking of his vision of the purpose of local government “ 

“.... By its means you will be able to increase their (the masses) comforts, to secure their health, to multiply the luxuries which they may enjoy in common, to carry out a vast co-operative system for mutual aid and support, to lesson the inequalities of our social system and to raise the standard of all classes in the community”

Section Four – the Process of Social Entrepreneurship – or what do Social Entrepreneurs do (or should they do)?

In an earlier paper we argued that if Entrepreneurship is a Process then perhaps we might define it in terms of a series of steps e.g. 

a) Identify / Discover a need or want that is currently unmet 

b) Identify / Discover a means of satisfying that need (a product or service) at a profit (i.e. in such a way that the benefits received exceed the costs incurred)

a and b above suggest a strong link between ideas of marketing and entrepreneurship – the matching of need/demand and means of provision  - is entrepreneurship then simply another name for a marketing lead initiative? Remember though that Schumpeter argued that if you could rationally work out what to do and that it would succeed you probably weren’t being entrepreneurial – it’s the ‘gut feeling’ aspect that (for him) seemed to differentiate.

c) Acquire capital  (and thus the ability to acquire resources) 

d) Organize the resources to create and deliver the product or service

e) Satisfy ‘customer’ need’

f) (By so doing) create the basis for a viable exercise (from which the profits accrue to the entrepreneur)

The distinguishing mark of the entrepreneur is that he / she makes steps c) to f) happen, the entrepreneur delivers.

We went on to develop a similar set of steps for the process of Social Entrepreneurship i.e.

a) Identify / Discover a social or community need that is currently unmet (and / or a Social or Community Problem that is currently unaddressed or unresolved).

(Here the link to Manimala’s category of the Social Problem Solver may be noted).

b) Identify a means - a service or product - of meeting that need, that will produce a net benefit to society / the community.

Again there is a strong link between marketing ideas and steps a) and b). Perhaps we need to develop the notion of Social Marketing alongside social entrepreneurship so that in application it truly becomes “using marketing techniques and tools for social ends”- its relevance to a) and b) is clear,

c) Use SOCIAL CAPITAL to acquire the physical, human, financial and knowledge resources needed to deliver that service.

Social Capital being defined a network of contacts held by an ‘entrepreneur’ through which he / she gains access to others possessing / owning knowledge, premises, funds etc. 

This notion that the Social Entrepreneur uses resources ‘which he / she does not own’ i.e. that the Social Entrepreneur works though and with others in a range of partnerships and alliances seems a strong element in many observers’ notions of Social Entrepreneurship.

This notion of social capital – the knowledge and the contacts that get you through to physical capital seemed very dominant when we were writing three or four years ago – building “connections” was vital for community groups / enterprises. 

The Government now seems to be acting directly to create those connexions – by creating specific bodies that can provide financial assets to social enterprises. A central plank here is that the new CICs structure will provide a structure which will be more attractive to financial institutions (such as high street banks) who can provide that input. Further the Government through its support for the creation and expansion of Community Development Finance Institutions and through Community Investment Tax relief is aiming to make “Social Investment” – defined by the Social Investment Task Force as “Financial Transaction designed to achieve social objectives – a major plank in its desire to move the funding of the regeneration of inner city and other economically and socially disadvantaged areas away from philanthropy and state handouts and into a more “business – like” framework.

Thus a new element in Social Capital is going to be access to the expertise as to how best to play this new capital market – a new set of consultant opportunities?!

d) Organizes those resources to deliver that service.

e) Thus satisfies the identified community need (or more specifically perhaps the needs of the users of that service).

f) (By so doing) creates a net benefit (a ‘social’ profit which accrues) to the community / Society.

At no time did we ever suggest that a characteristic of a social enterprise was that it was a ‘non-profit’ or a ‘not-for-profit’. As Baroness Thornton (of the Social Enterprise Coalition UK) said in a recent article “Surpluses are good things and social enterprises aim to make them. The important thing is what is done with the surplus”.

Four years ago, we argued that in carrying out these steps the Social Entrepreneur might create a viable enterprise. However this would be done as a means to an end rather than as an end in itself. The end sought by Social Entrepreneurship remained an ‘improvement’ in Society / the Community.

In holding to that view and in promoting this feature as a distinguishing characteristic of Social as opposed to other forms of Entrepreneurship, we ran the risk (alluded to earlier) of creating a division between economic ends and social ends. 

In the current climate we would agree that for many the purpose of social entrepreneurship is to create a social enterprise, and that the government is putting forward a programme intended to facilitate the formation of social enterprises and their participation in the economy.

Before leaving this area we would briefly like to refer to the nature of the ‘entrepreneur’ as opposed to ‘entrepreneurship’ or the ‘enterprise. 

In the article referred to earlier Baroness Thornton talked of the ‘image’ of Richard Branson – a very potent image in the field of (commercial) entrepreneurship – and argued that the field of Social Enterprise needs similarly heroic figures. Of course, Charles Leadbeater (both alone and with Sue Goss) in a series of books from 1997 onwards gave us a number of case studies and at least some of the figures presented there had the potential to become ‘heroes of the movement’ – if that term doesn’t have too Stalinist a ring! The IPSM has discussed with other bodies (notably with NACRO in 2001/2) the possibility of having a ‘Roadshow’ of Workshops presenting case studies of entrepreneurs and entrepreneurship (in that case in community safety) to provide these ‘heroic figures’ and ‘role models’.   

Some research though has concentrated upon the individual characteristics or personality traits of individual entrepreneurs The School for Social Entrepreneurs takes the view that entrepreneurs are those that have a capacity for innovation which can be developed. The difference, however, between transformational leadership, creative or innovative management and entrepreneurialism is not always evident. 

In a paper to the Third International Symposium on Public Management, Edwards et al said 

“One example will suffice to illustrate the trait approach. Fisch (1988) argues that the entrepreneurial civil servant must possess certain motives and traits like;

· innovative ideas and concepts

· tendency to arrange things in the organisation and promote them

· relatively high degree of open-mindedness

· be well able to criticise and to accept criticism, combined with a high level of constructive action and creativity

· strong task and performance-oriented disposition

· prefer risks of medium range

· be dynamic with a high level of moral and physical energy

· be able to find and create new options and opportunities in existing structures

It is likely that as the concept of the social entrepreneur takes hold then the development of a trait approach will become increasingly attractive. Indeed, Berry (1998) has identified 26 such traits for the successful social entrepreneur. “

We shall not spend much time on this area in this paper save to pose one question – are the traits that make a woman or a man a good trailblazer, a good innovator, a good ‘entrepreneur’ – also likely to be the traits which make her or him good at running an established, maturing social enterprise? Will there come a time when the enterprise has to ditch the entrepreneur?

Section Five – the Social Enterprise

The government’s definition of a social enterprise – as outlined in its social enterprise strategy last year – is as follows:

“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 drive by the need to maximise profit for shareholders or owners”

The government believes that “Social Enterprises can and do tackle a wide range of social and environmental issues and operate in all parts of the economy”. The Government would further argue, “By using business solutions to achieve public good, the Government believes that social enterprises have a distinct and valuable role to play in helping create a strong, sustainable and socially inclusive economy”.

The Government therefore aims to:

Create an Enabling Environment 

· By ‘joining up’ the actions of the DTI, RDAs, Government Offices, other Government Departments and local government

· By tackling the barriers and hindrances caused by current regulatory, tax and administrative frameworks – the CICs initiative is a key part of this

· By ensuring that more public services are delivered by social enterprises – a two pronged approach – a) making public sector procurers more aware of what social enterprises are, how they work etc. and b) providing a ‘toolkit’ to managers of social enterprises (and their advisers) to assist them in bidding for and winning public sector business 

Make Social Enterprises Better Businesses
· By ensuring ‘proper’ nation-wide support through Business Links, the Small Business Service etc.

· By working with the social enterprise sector and RDAs on social enterprise ‘awareness raising’ days to provide practitioner-lead training

· By identifying and supporting methods of disseminating and replicating good practice across Social Enterprises

Establish the Value of Social Enterprise

· By establishing a knowledge base on and, a mapping of, Social Enterprise

· By Recognising and Publicising Achievements e.g. through the “Enterprising Solutions” award

· By Creating in social enterprise as a form of organisation

The Government’s notion of a social enterprise is very close to our formulation of the Community Business as founded by a Community Entrepreneur (of whatever type). Indeed the Government’s proposed form for many social enterprises takes the name “Community Interest Company” – and to qualify as a Community Interest Company – the enterprise (business) must pass a “Community Interest Test”. This is intended to be a ‘light touch’ test – under which an organisation needs to satisfy the regulator that its purposes could be regarded (by a reasonable person) as being in the community or wider public interest. The organisation will also be required to demonstrate that access to the benefits that it provides will be widely available, and not confined to an unduly restricted group.

At the time of writing, we are awaiting the publication of guidance on this test.

The Government also expects CICs to display a strong focus on stakeholder needs. The regulator will produce guidance setting out best practice in involving stakeholders and in balancing the interest of different stakeholder groups. The Government seems to be minded to make it mandatory for CICs to seek the views of stakeholders on an annual basis (for all except the smallest CICs). 

The Government has also said that where CICs are involved in the delivery of (public?) services, there will be a need to ensure stakeholder involvement in their governance to meet requirements for democratic accountability. Such arrangements will not be covered by generic legislation but would be set out in either ‘sectoral’ legislation or in contracts.

These statements raise a number of questions – presumably – (but see Section Six); the Community is the key stakeholder group. The consumers of the products and services of the social enterprise are presumably ‘in and of the community’. We have noted a growing trend in some enterprises to try to ensure that (as much as possible) the suppliers of goods and services are ‘in and of the community’. One of the IPSM’s members is actively engaged on ways of framing contracts to ensure that (as much as possible) the staff employed by enterprises working on service contracts in his locality are ‘in and of the community’.

Much is going to depend on the way we define a community (and as we’ve said earlier this is a notoriously difficult concept). Which definitions of ‘community’ are likely to be seen as creating a situation in which the benefits are seen as “confined to an unduly restricted group”? Which social enterprises will thus be barred from being CICs?

One of the strengths of the community business idea is that it can see a direct local need and seek to deal with it, it has what we described earlier as that “luxury of freedom of action” open to the Community Entrepreneur that is denied to the Civic Entrepreneur – who must always look at a wider group and in so doing may be restricted by questions of equity etc.

We seem to be coming back to an issue talked about before by charity ‘offshoots’ and others. If social enterprises are to gain the majority of their funding through service delivery contracts with local and central government, and if CICs are the preferred form of enterprise for winning such contracts – will the enterprises find their freedom of action so limited by the compromises that they are forced to make to win contracts, that they will lose their original mission and become either ‘pale copies’ of local government departments or field agencies for central government? Is this a future that social enterprises want, and if not what needs to be addressed?  

Section Six – Managing The Social Enterprise

If we have created a ‘business’, an ‘organisation’ then 

· it will need a structure – not just a legal framework like CICs, but also an organisational structure – “a means of dividing up the work to be done and then coordinating it to achieve corporate objectives”. - and the skills to create and maintain that structure

· It will need to gather, analyse and disseminate information – so informational skills will be needed

· It will need to secure and retain work and customers so marketing and selling skills will be needed

· It will need to design products and services that meet customer needs – so design skills will be needed

· It will need processes – by which it will create and deliver products and services – so operational skills will be needed

· It will need to manage resources – so financial and procurement skills will be needed

· It will need people – so people management skills will be needed.

· It will need (over time) to develop new products and services as customer needs and circumstance change – so market research and R&D skills will be needed

The management will have to decide what are the key measures on which they will base the assessment and control of the enterprise. They may use simple or more complex models such as Balanced Scorecard or EFQM.

Good Management will be the key to ensuring that the enterprise successfully delivers for its STAKEHOLDERS. 

Social Enterprises may not have shareholders but they have stakeholders – 

· the community (or communities) intended to benefit from its activities

· the management of the enterprise

· the workforce

· the customers – those who pay for the enterprise’s products and services

· the consumers –those who use or consume the enterprise’s products and services

· The suppliers –of goods and services to the enterprise

AND – make your own list or look at a range of models e.g. Doyle 

Just to reinforce this point, look at the requirements to identify and consult stakeholders in the CIC documentation.

To take the measurement idea further – you can always get a copy of “Managing and Measuring Social Enterprises” by Professor Rob Paton (Sage Publications)

Pulling out a few issues here.

The Government has said that it sees social enterprises as leading the way in innovating new practises in service delivery, which increase the scope for participation of both staff and users. But at what level?  Employee Co-operatives (such as CUIRN) elect the Board from the employees, employees therefore have a say in all aspects of the company – is this the vision for social enterprises? CUIRN almost certainly couldn’t be a CIC since the assets and surpluses belong to the members of the co-operative i.e. the employees and thus the benefits would be felt to be ‘unduly restricted’ in their distribution.

Many traditional “Co-ops”, going back to the Rochdale Pioneers, have included the consumers / customers on their Boards (elected by other consumer / customers) at annual meetings etc. – could this be another part of the governance of social enterprises?

The government proposals suggest stakeholders involved in governance – logically - if CICs are “Community Interest Companies” – the representatives of the ‘community’ will be part of the governing board surely? But what community and who represents them and how are those representatives chosen and mandated – and by whom? There are real problems here about true accountability and to whom? The area needs some real thought.

A second issue (relating to some of our own work) relates to ‘living with success’. It is a known fact that in many enterprises (conventional as well as social) once the enterprise reaches a certain level of size and complexity, problems are likely to arise in its culture and structure. These problems need to be identified and overcome. Often they will relate to control systems – the original enterprise may have depended too much on a founding group and with growth the issues become to large and too varied for them to cope – how is this to be resolved – (it may take us back to the personality of the entrepreneur). They may relate to culture – one of us recalls working in an educational enterprise (a ‘think tank’ we’d call it now), started and run by a group of young idealists keen to spread the word about a particular set of skills and knowledge. Its mission statement was to develop the levels of skill in its target audience so that after ten years it would no longer be needed. Ten years down the line, the members of that group found they were no longer so young, and no longer so idealistic – they had partners and children and mortgages etc. – and the purpose and nature of the enterprise changed. This is not an isolated case!

Section Seven – Where the IPSM comes into all this

· This year we will run three Conferences on Performance Improvement – one for a predominantly Local Authority audience (June 11th), one for a predominantly voluntary sector (including social enterprise) audience (October 23rd) – and a third looking to cross-sectoral issues (March 2004)

· We are also working with our “Support Group” – comprised of management consultancy, research and specialist organisations – to develop a range of workshops / seminars to improve the dissemination of good practice.

· We have a training programme, which we shall seek to develop into the areas described in section six

· We have a consultancy capability

· We will actively seek to recruit more members from amongst managers in the social enterprise sector

 Describing Social Enterprises, a government document said, “They experiment and innovate, marrying strong public service ethos with business acumen”. 

The IPSM seeks to make this a “marriage of equals” – it has for nearly 25 years been working to disseminate “Good Practice” in “Public sector Management” in its widest sense. We promote that strong public service ethos. We feel it’s our task to ensure that this side of the relationship isn’t simply swamped (as often appears the case in government rhetoric) by the jargon and techniques of the private sector. Yes, Business Links and the Small Business Service will promote ‘business’ (or rather small private sector) skills into social enterprises – but who will maintain that other (no less honourable tradition, often with great successes to lay claim to) of public service, of voluntary organisation management etc. The IPSM is ready to take up that challenge

Like the Government we feel “Social Enterprise” has a great future – the Institute aims to be part of it 
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