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CHAPTER ONE
Introduction

Social enterprises of various shapes and sizes deliver a range of public services in many
locations in the UK. They range from small community-based enterprises to large national
providers. The variety of services provided by social enterprises continues to grow and
examples include nurseries, leisure trusts, youth services, home and residential care, primary
health care, housing projects and schools support services. At their best, social enterprises
engaged in delivering public services are able to draw on the flexibility and dynamism that
being an independent enterprise offers, combined with a commitment to social goals and
public service. This combination of enterprise and social purpose can make them effective
vehicles for innovation and improvements in outcomes.

While not the only option, social enterprises are recognised by government as contributing
to a wider process of change and reform of public service delivery. Government is supporting
the right for NHS and social care staff to provide services through staff-led social enterprises.
Linked to this, there are a growing number of public service mutuals operating across a
variety of service areas and characterised by high levels of employee engagement. The
localism agenda further encourages the transfer of services through support for community
involvement and promotion of the diversification of public service delivery.

However, practical knowledge and support for creating new social enterprise models

of delivery remains patchy. To be successful, it is vital that those involved have a clear
understanding of what a social enterprise is and how certain characteristics and features of
social enterprise can best be utilised in securing long-term sustainable solutions.

There are a wide range of choices and options available that have a profound effect on the
nature of the enterprise as it develops. This guide gives clear explanations of the different
types of social enterprise, their legal structures and frameworks, and how the choice of legal
form can impact on accounting, assurance, governance, financing, trading and tax. The guide
also considers the emphases placed by different social enterprise models on social purposes,
stakeholder participation, profit retention, rewarding stakeholders and anchoring capital and
assets to the goals of the enterprise. TUPE, commissioning and business planning are also
considered.

This guide’s aim is to give the reader a practical understanding of both the differences and
the commonalities between types of social enterprise. This will support effective working with
existing social enterprises and help readers understand the choices when establishing a new
social enterprise.
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This guide is a resource for people working in or with social enterprises and for those who
may be considering setting up a social enterprise. It will be useful for managers and officers
involved in commissioning services or looking at new service delivery models. It can be read
as a whole or dipped into for information on specific areas.

Chapter two looks at current definitions of ‘social enterprise’ with a view to clarifying what
a social enterprise is and how to assess an organisation against criteria based on the key
characteristics found in these definitions.

Chapter three provides a more detailed look at the various characteristics associated
with social enterprise models. Not all of these characteristics are equally shared between
the different types of social enterprise. So the chapter aims to help with assessing these
characteristics and features when considering options for service delivery.

Chapter four is the first of two chapters looking at legal forms. This chapter identifies a
number of main types of social enterprise. The classification of these types is based on
differences in relation to the rights and responsibilities set out in the enterprise’s governing
document, which define its purpose, beneficiaries, ownership, and governance.

Chapter five looks at most of the underlying legal structures available to social enterprises.
The main focus is on incorporated structures, although trusts are also covered as they are
sometimes used in combination with other legal structures to provide additional controls and
safeguards over resources and decision making.

Having looked at the types of enterprise and the legal structures they can adopt, chapters
six, seven, eight, nine and ten look at areas where the structure adopted can impact on:

accounting and reporting
assurance on financial reporting
organisational governance
financing options

tax and trading.

Chapter eleven considers commissioning with social enterprises. It looks at a number of
associated sector and government initiatives including the Compact, the NAO Successful
Commissioning guide, the Right to Provide, public service mutuals, localism, and the Public
Services (Social Value) Act 2012.

Chapter twelve provides an overview of TUPE and pensions and related issues for social
enterprises.

Chapter thirteen provides a brief introduction to business planning and makes the case for

a customer-focused approach, as well as considering what this means in a public service
context. This chapter sets out a framework and process and considers who to involve and how,
as well as how to make best use of the plan once it is completed.

Chapter fourteen provides the reader with a summary of key areas where the type and legal
structure of the social enterprise can have an impact. The aim is to help the reader to assess
how each of the types and legal structures available to social enterprises fits with particular
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service delivery and business models. They are not all the same, and understanding this early
on can save time and money during the business planning stage and later on.

Most chapters include a summary and a list of resources and sources of further information.
These can be found at the end of each chapter. There are also examples of social enterprises
delivering public services included in various chapters. Some chapters also include checklists
or tables to assist with understanding and decision making.
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