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EXECUTIVE SUMMARY
This report looks at the impact of the Big Lottery Fund’s funding of social enterprises to date – including the type of social enterprises who have received funding, and the specific impact of that funding on their work, their organisation and their organisational behaviour. It also looks at BIG in comparison to other funders of social enterprises to compare approaches and explore differences. Finally, it draws out implications from each of these areas to inform the Fund’s future work with social enterprises.


WHAT DO THE SOCIAL ENTERPRISES THAT BIG LOTTERY FUND SUPPORTS LOOK LIKE?
Broadly, the social enterprises that the Fund has supported to date reflect the broader social enterprise movement in several areas: in perceived barriers to growth and sustainability, in length of trading history, in the wide diversity of areas of activity and impact, and in the mix of organisational models and legal structures.

Generally, though, the social enterprises supported by the Fund tend to be smaller, have a lower percentage of trading income, and have more volunteers in their workforce than is seen in the wider social enterprise sector.

This could reflect the Fund’s reach and audience (to the smaller, more traditional voluntary and community sector), its type of support (it is a grant funder, so will attract those for whom grant is a key part of the mix) and also the self-defining nature of the enterprises (who may consider themselves to be a social enterprise without much to justify that belief).
IMPACT OF BIG LOTTERY FUNDING

Big Lottery funding has had a significant impact on the inception, growth and ongoing viability of a large number of social enterprises. That funding has varied hugely in its type and scale (small project grant, community asset transfer, capital purchase, revenue grant etc), and in its usage – for some, a grant has helped ‘prove’ a business model and build a track record of delivery; for others, it has provided a necessary injection of funds to buy a building or piece of equipment that allows an enterprise to start; for others, it has helped start up a new initiative.

This complexity of interactions was reflected in the findings in relation to support, signposting and referrals for supported organisations – this varies widely, depending on the grant programme and officers providing support and information. Without an explicit commitment to developing enterprising behaviour, the Fund’s impact in engendering it has been limited and patchy – those who are already on an enterprise path continue (and grow) down that path, but others remain substantially grant and volunteer-reliant. 

Similarly, the diverse approaches taken to risk, business planning and sustainability reflect not only the different types of organisations, but also an opportunity to provide better information, education and signposting to help – the Fund cannot do all things for all organisations, but it does see a huge cross-section of them through its work; this means there is significant potential for impact through brokerage, connections and using in-house knowledge.

THE BIG LOTTERY FUND AS A FUNDER OF SOCIAL ENTERPRISE

The Fund’s activity can broadly be characterised as either ‘breadth’ (social enterprises happen to apply to one of the general programmes) or ‘depth’ (the Fund strategically works with a partner to build the market or target specific areas). The Fund tends to differ from some other funders of social enterprises in a lighter focus on governance (because it focuses on outcomes), lower levels of internal expertise, a more nuanced understanding of both what and who a grant is for, and a coherence of general approach. Not all of these can be put down to the Fund’s greater scale and breadth of activity, thought that is undoubtedly a contributing factor.
The time is now: the context for this work makes clear that it is very timely. Several of the organisations interviewed drew attention to the lack of grants, the competitive environment, and the broader economic climate as reasons they were pursuing social enterprise models and more business-like approaches to their work. This greater sector-wide focus on earned income makes this report timely and important to the Fund’s future strategic work.

Social enterprise or enterprisingly social: As detailed above, Big Lottery-funded social enterprises tend to have more grant-dependency and be smaller in scale than the social enterprise sector as a whole; the Fund could investigate this further and decide what role it wants to play in the finance and funding landscape for social enterprises.

Real impact: Big Lottery funding has played a vital role for some social enterprises – investment to get established, helping build a sustainable business model, support through difficult periods, and developing new innovations. The impact on culture and behaviour is significantly more mixed, and there are potential big wins there for the Fund in how it joins up and partners better with existing networks and support agencies.

What is it for? Big Lottery Fund grants have been used for a very wide range of activities, and there is little clarity about at what stage or for what purpose a piece of funding might be most useful to the social enterprises: is it for start-up costs, developing a new service or product, matching revenue lines, or capital investment? A greater understanding of this intent will help the Fund have more impact in this area.

Support could connect: The Fund’s support and process is viewed very positively by most who have applied and been supported by the Fund’s staff during the course of their grant management. Suggestions for improvement were primarily focussed on connecting and brokering to existing social enterprise networks, so that existing resources and support could be mobilised and reached into.

Clarity and collaboration: Getting clarity on its own approach to social enterprise could help Big Lottery Fund support and inform the whole social enterprise movement’s development; this can be facilitated by a commitment to openness of data, research and communication wherever possible.

Breadth or depth? The Fund has done a mix of focused ‘deep’ strategic activity (with Big Venture Challenge, the School for Social Entrepreneurs, Village SOS and a range of social investment work) as well as broader activity across its wider portfolio of programmes. Broader may be better, given the economic climate – but whichever is chosen, internal and external communications needs to support its implementation.

In-sourcing intelligence: For its strategic social enterprise and investment activity, the Fund has tended to ‘outsource’ to partners; if it is to pursue broader and more strategic social enterprise activity, it will need to invest in building internal awareness and expertise in-house.
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1. INTRODUCTION

The Big Lottery Fund is one of the most well-known providers of grant funding in the UK. Over its many years as a funder of civil society organisations, the Fund primarily supports charities and other voluntary non-profit organisations, although it has always acknowledged that social enterprises form part of its remit. 

The social enterprise sector has grown steadily over the past few years, and in turn, this has driven the need for different ways of financing and funding its growth. The emergence of the social investment market, and the accompanying attention it receives from Government, who are keen to support social enterprise as a means of delivering (and innovating within) public services, as well as creating wider economic value – has put a spotlight on funders to really understand their role within this growing agenda. The economic climate has also meant that financial sustainability and earning income is a high priority for almost all organisations across the social sector.

This report, on the impact that the Big Lottery Fund has on the social enterprises it funds, forms one piece of a whole suite of studies that the Fund is undertaking to build up its understanding of different aspects of social investment and social enterprises. The research was designed and conducted in part to give the Fund more in-depth understanding of its work in this area to date, but also to present insights and implications to inform the development of their future funding programmes and improve their effectiveness in working with social enterprises in future.  

As a starting point, this report sets out to provide a picture of what Big Lottery-funded social enterprises look like: outlining typical characteristics and commonalities, as well as differences. In particular, the report also looks into how Big Lottery funding impacts on behaviours that are more distinctly associated with running a social enterprise, such as planning for sustainability, managing risk and developing enterprising behaviour. Lastly, the Big Lottery Fund as a funder is analysed in view of how it compares to other specialist funders of social enterprises, in order to seek out areas where the Fund can learn and improve. 

2. METHODOLOGY

The Big Lottery Fund commissioned Social Enterprise UK to design and carry out research to evaluate the impact that its funding has on social enterprises, in order to inform how it may improve its support for social enterprises in the future. The research consisted of three different stages and formats: an online survey with a total of 522 respondents; a mix of small focus groups and telephone interviews with social enterprises across the nations; and a series of one-to-one interviews with specialist funders. 
2.1. Process

2.1.1 Online survey - 
The sample frame for both the online survey and focus groups was drawn from the Big Lottery Fund database. As the Fund have not consistently coded their social enterprise awardees to date, proxy indicators
 were used to filter out organisations which were highly unlikely to be social enterprises to leave a sample frame of approximately 6,932 unique contacts. All known legal forms adopted by social enterprises were included in the sample frame.  Invitations to participate in the online survey
 were sent out directly via email, and the survey was in the field over a six-week period. At the end of the six weeks, a total of 868 responses were captured, which was a decent response rate – given that it was known anecdotally that many of the near-7,000 contacts were not social enterprises and would not respond. 

As there was no way, from the outset, of identifying the social enterprise contacts in the sample frame, a three-step filter was applied at the beginning of the survey questionnaire. Organisations were only considered to be in the scope of the survey if they:

· Defined their organisation as a social enterprise, using the definition: “businesses 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 profit for shareholders and owners”

· Use the majority of the surplus or profit from its contracts or trading, to further their social or environmental goal.

· The respondents also had to confirm that they have received funding from the BIG Lottery Fund.

Through this three-step filter process, a total of 522 responses were validated as fitting in with the scope of the survey; the remaining 346 respondents were not able to complete the survey. 

The survey also asked what proportion of the organisation’s income is generated from trading activities. As social enterprises are defined as a business with a social purpose that must trade as a means to be financially sustainable, a question on trading would typically be used as an additional filter question
. However, a criterion based on levels of trading was purposefully absent for two reasons:

· The Big Lottery Fund have never exclusively funded social enterprises before, nor externally communicated what they consider to be a social enterprise, nor tracked and monitored the type and number of social enterprise awardees. This lack of information on the social enterprises they were funding is one of the key reasons behind the commissioning of this research. 

· The Big Lottery Fund is traditionally seen as a grant funder primarily for charities and organisations working in the Voluntary and Community Sector (VCS). Therefore, it is likely that the types of social enterprises that they would attract would be more grant dependent with a less prominent emphasis on the enterprise element. By virtue of being a grant funder, it was also expected that many organisations would be accessing the funding as a means to become sustainable, or to transition from a grant-based model to an enterprise model. 

The criteria used in the survey needed to reflect both of these points, so were set to be inclusive.

In order to analyse the impact different levels of trading and enterprise have on the respondents, income generated from trading is stratified into four bands in this research: 0% – 25%; 26%-50%; 51 – 75%; and 76% - 100%. Findings from the survey are often cross referenced by these bands in order to identify any differences between more conventional trading models for social enterprises i.e. where the majority of the income is through trading, and models which are less enterprise-focused. 

2.1.2 Focus groups – 
As well as capturing quantitative data which the Fund will be able to use as baseline data in future evaluations, this research has also sought to capture in-depth qualitative data on more complex issues. It was decided that focus groups would be an effective way of capturing this data, but we also ended up needing to utilise telephone interviews – so a mix of both were held in the nations: England, Scotland, Wales and Northern Ireland. 

All the participants were drawn from the respondents of the online survey, who had opted-in to be involved with further research for this project. 

2.1.3 Interviews with specialist funders –
The Fund were also interested to learn how their funding process and fund management compares to other funders, particular, with a focus on how they can learn from existing best practice.

A day of work shadowing and interviews took place with relevant Big Lottery Fund teams and staff members to understand how they design, manage and implement their funds, particularly those with a social investment remit. This was followed by a series of one-to-one interviews with specialist funders that work within a similar remit; all of the funders provided some form of grant-based funding to social enterprises. As SEUK has strong links and knowledge of the nascent social investment and finance intermediary sector – particularly, through co-ordinating the Social Investment Forum
 - interviewees were recruited primarily through this network. A total of nine interviews with different funders
 took place. 
2.2. Reporting
Results have been presented rounded to zero decimal places, except for percentages lower than 0.5%. This means that in the reporting of percentages, where applicable, the percentages may not add up to exactly 100%. 

Comparisons with findings from other relevant research or evidence are made under the full acknowledgement that underlying caveats
 exist, making exact like-for-like comparisons difficult. Notably, where comparisons have been made with The People’s Business: the State of Social Enterprise Survey, 2013 (SOSE hereafter), it is acknowledged that the trading element of the criteria is different
. In such cases, efforts have been made to mitigate such differences, as it is useful to give a sense of context to these findings.
3. WHAT DO THE SOCIAL ENTERPRISES THAT BIG LOTTERY FUNDS LOOK LIKE?

3.1 Profile of survey respondents as Big Lottery funding recipients
The majority of survey respondents (55%) were awarded their grant from the Fund in 2013. A quarter of respondents were awarded their grant in 2012, with the earliest award captured in the survey made in 2004. In terms of duration, just under half of the projects (46%) were funded for 12 months, with the second largest proportion of projects (18%) funded for a longer period of in between 36 to 50 months.  

Just under half of the respondents (48%) stated that their organisation received an amount in between £5,000 and £10,000. The second largest proportion of organisations, 11%, received in between £300,000 and £500,000. Only 2% of respondents received an amount more than £1million.

There was a good mix of both legal models
 and organisational forms
 among the respondents, with Company Limited by Guarantee (CLG) and registered charity the most popular. This is broadly similar to the wider social enterprise sector, but with a higher proportion of charities in the mix.
3.2. Scale and scope of Big Lottery funded social enterprises

3.2.1 Length of trading

Figure 1. Length of trading 
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The length of years that respondents have been trading for varies from start-ups (under 4 years) to very established organisations. Figure 1 shows that close to one-third of the respondents are start-ups (32%), trading for three years or fewer. At the other end of the spectrum, a quarter of respondents are well established, trading for more than 20 years.  Again, both are broadly similar to what existing surveys have found about the social enterprise movement – for example, The People’s Business found that 29% of all social enterprises where trading for three years or fewer.
Case study: Emmaus Burnley, Lancashire

Providing accommodation and training to homeless people

Emmaus Burnley, started in 2008, is a member of the international Emmaus Movement, the premise of which is to provide accommodation and useful training and support for homeless people. Emmaus also run social enterprises that trade principally in refurbished/repaired donated furniture in which the formerly homeless residents work as volunteers. 

Emmaus Burnley were awarded Reaching Communities funding (£423,000) as a start-up grant, alongside grants from Lloyds TSB foundation, The Bowland Charitable Trust, and a number of smaller grants from local funders (although they received no statutory funding). Emmaus Burnley had previously also received a £7,000 Awards for All award to cover the cost of office equipment. The Reaching Communities award covered revenue costs such as recruitment of support staff to support the provision of accommodation and training  

Emmaus Burnley found the focus on structure and planning in the application for Reaching Communities funding very useful, and also, particularly the fact that they allow full cost recovery (and provide a tool to help build this in to applications). However, it was suggested that the Fund could address uncertainties of running a social business by organising information and support sessions for people aiming to set up a social enterprise. 

A key challenge faced by Emmaus Burnley is the recent, sudden increase in organisations competing in the reused furniture market - “everyone [in the voluntary sector] is scared (though), so as a result, they’re all turning towards some form of trading”.

Key learning points:

* The Fund’s focus on structure and planning is useful, as are cost recovery tools

* Specialist support for those seeking to set up social enterprises would be welcome

* Social enterprises are operating in an increasingly competitive environment
3.2.2 Where they operate
The majority of respondents operate in England (65%), followed by 20% in Scotland, 9% in Wales and 6% in Northern Ireland
. Not surprisingly then, for almost all the different sectors, the largest proportion of organisations operate in England. In England and Wales, education is the biggest sector (21% and 28% respectively) that respondents work in, while in Scotland and Northern Ireland, it is the culture and leisure sector (22%). 50% of respondents also operate across a local geography (26% locally/in a neighbourhood and 24% across a local authority).
3.2.3 Turnover


Figure 2. Turnover of organisations from the last financial year

£0 



   4%

£1 - £5,000  
3%

£5,001 – £10,000  
5%

£10,001 - £20,000
10%

£20,001 - £30,000  
8%

£30,001 - £50,000  
8%

£50,001 - £100,000  
12%

£100,001 – £150,000  
9%

£150,001 - £200,000  
7%

£200,001 - £250,000  
4%

£250,001 - £300,000  
4%

£300,001 - £500,000  
9%

£500,001 - £1 million  
6%

£1,000,001 - £5 million  
5%

£5,000,001 - £10 million)  
   1%

Over £10 million
2%

The respondents’ annual turnover for the last financial year varies hugely from 5% making a turnover up to £5,000 to 8% turning over £1 million. The turnover of organisations is also fairly evenly spread with no huge clusters around any narrow bands of turnover which suggests that BIG funding has a wide and varied reach. 
Figure 2 shows that just under two-fifths (38%) of respondents’ annual turnover for the last financial year was £50,000 or less. This is considerably higher than 28% of social enterprises from the SOSE 2013 survey which may suggest that these Big Lottery-funded organisations are smaller than average. 

The proportion of respondents that generated a turnover in between £50,001 and £250,000 – just over one-third (31%) – broadly corresponds with findings from the State of Social Enterprise Survey in 2013, which revealed 32% of respondents falling into this turnover band. 

However, as the reported turnover increases, a more noticeable gap gradually emerges between both sets of responses, with the SOSE findings showing a higher proportion of social enterprises in the higher bands: 22% of SOSE respondents were in the £250,001 - £1 million band compared to 19%; 10% of SOSE respondents fell into the £1 million - £5million band compared to 5%, and; 8% of SOSE respondents’ had an annual turnover of over £5 million compared to 3%.

In general, compared to the SOSE findings, these respondents tend to be smaller in terms of turnover size, with fewer reaching the higher turnover bands. This may also be a reflection of the Fund’s ability to reach smaller organisations across communities in the UK.

3.2.4 Is there a link between trading and turnover?

The figures show that there is a correlation between the likelihood of having a higher turnover from the last financial year and whether that organisation is generating the majority of its income from trade. 54% of organisations (42% combined with 12%) which do not primarily generate their income through trade have a turnover of £100,000 or less; this is a higher percentage compared to the 48% of organisations (31% combined with 17%) where the majority of income is from trade. 
This gap gets wider when you look at the extreme ends of the turnover spectrum: there is a considerably higher percentage of organisations which do not make the majority of their income through trade (42%) with less than a £50,001 turnover, compared to the 31% of organisations that do. Similarly, when looking at turnovers exceeding £1million, there is a higher percentage (5%) from organisations that do make the majority of their income from trade compared to the 0.2% of organisations that do not - accounting for one single organisation
. 

3.2.5 Employee and staff profile

Full-time staff

Figure 3. Comparison of the percentage of full-time staff employed currently and the percentage of full-time staff employed 12 months ago 
	Number of full-time employees
	Currently
	12 months ago

	0
	37%
	41%

	1 – 5
	43%
	37%

	6 – 10
	9%
	9%

	11 – 15
	3%
	3%

	16 – 20
	3%
	1%

	21 – 50
	2%
	2%

	51 – 70
	1%
	1%

	71 – 100
	0.4%
	0.2%

	101 – 200
	1%
	0.4%

	201 – 300
	0.2%
	0.4%

	301 – 400
	1%
	0.2%

	401 – 1000
	0%
	0.2%

	Over 1000
	0.2%
	0.2%


The largest single proportion of respondents (37%) currently employs zero full-time staff. This is followed by 17% employing the average number of one, 10% employing two full-time staff, and 8% employing three full-time staff
. 

The proportion of respondents noticeably dwindles as the number of employees gets higher; only 12% of organisations would not be classed as micro-enterprises, employing more than 10 staff.

As Figure 3 shows, compared to 12 months ago, the picture is broadly similar. Noticeable changes include a decrease in the proportion of respondents with zero full-time staff, from 41% 12 months ago to 37% currently, which seems to correspond with a small increase in organisations with between one and five full-time staff, from 37% to 43% currently.

Part-time staff

Figure 4. Comparison of the percentage of part-time staff employed currently and the percentage of part-time staff employed 12 months ago

	Number of part-time employees
	Currently
	12 months ago

	0
	22%
	30%

	1 – 5
	48%
	46%

	6 – 10
	14%
	12%

	11 – 15
	7%
	5%

	16 – 20
	4%
	2%

	21 – 50
	3%
	3%

	51 – 100
	1%
	1%

	101 – 1000
	0.2%
	0.4%

	Over 1000
	0.2%
	0.2%


The largest single proportion of respondents (19%) currently employs zero part-time staff. This is followed by 12% employing two part-time staff, 10% employing the average number of three. 

Mirroring the change in full-time staff 12 months ago, the proportion of respondents that employ zero staff has decreased from 30% 12 months ago to 22% currently. This again seems to partly correspond with a small increase in the proportion of respondents with between one and five part-time staff from 46% to 48% currently.

Volunteers

Figure 5. Comparison of the percentage of volunteers undertaken currently and the percentage of volunteers undertaken 12 months ago
	Number of volunteers
	Currently
	12 months ago

	0
	5%
	9%

	1 – 5
	15%
	20%

	6 – 10
	23%
	23%

	11 – 15
	13%
	10%

	16 – 20
	8%
	8%

	21 – 30
	9%
	9%

	31 – 40
	5%
	4%

	41 – 50
	5%
	5%

	51 – 60
	3%
	2%

	61 – 75
	2%
	2%

	76 – 100
	3%
	4%

	101 – 150
	2%
	1%

	151 – 250
	1%
	1%

	251 – 500
	1%
	1%

	Over 500
	1%
	0.4%


The biggest proportion of respondents (8%) stated that they have six volunteers. This is followed by 7% of respondents who undertake 20 volunteers, and 6% of respondents who undertake 12 volunteers.

As Figure 5 shows, the current level of volunteers is similar compared to 12 months ago. The biggest differences are a decrease in the proportion of organisations with between one and five volunteers from 20% 12 months ago to 15%. There is also a decrease in the proportion of organisations with zero volunteers from 9% 12 months ago to 5%. 

Does the number of paid staff impact on the level of volunteers?

Analysis of the responses shows that for the majority of organisations (75%) there is a general trend that as they employ more full-time staff, there tends to be a greater number of volunteers: the majority of those with zero full-time employees (26%) have in between six to ten volunteers, the majority (28%) with one to five employees (28%) have 11 – 20 volunteers; the majority with six to ten employees (25%) have 21-40 volunteers; and the majority of respondents with 11 – 15 full-time employees (33%)  have 101 – 500 volunteers
. 

However, from organisations with 16 employees or more, this trend disappears. This could be due to the diminishing proportion of respondents with 16 or more employees, or it may suggest a change in employment practice, whereby larger organisations at a certain point, stop expanding in terms of volunteers but hire instead. 

This trend is mirrored with the part-time employees: there is a broad correlation that shows that the greater the number of part-time employees, the more volunteers an organisation has. 
3.3. Getting down to business

3.3.1 Income through trade

Figure 6. Proportion of income generated through trading
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As Figure 6 demonstrates, just over half of the respondents (52%) are generating 25% or less of their total income from trading, with 14% generating between 26% and 50% of their total income from trading. This is largely as expected, and part of the reasoning behind keeping this lower bracket of trading organisations in scope. A quarter of respondents receive a majority of their total income from trading (10% receive between 51% and 75%, and 15% receive between 76% and 100%).  

This may suggest two things for social enterprise recipients of Big Lottery funding:  that the majority of these organisations do not necessary equate being a social enterprise with being entirely financially sustainable; this is reinforced by some of the views from the focus group organisations below. Or, it could point to Big Lottery funding being a common source of funding for social enterprises working towards becoming sustainable. 

Figure 7. Proportion of income from trading activity by length of trading 
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	0 – 25% 
	34% 
	5% 
	15% 
	12% 
	19% 
	17% 

	26 – 50%
	31% 
	7% 
	18%  
	16% 
	19% 
	9% 

	51 – 75%
	20% 
	17% 
	24% 
	17% 
	22% 
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	76 – 100%
	25% 
	6% 
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	35% 
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	Don’t know
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As social enterprises aim to be sustainable in the long term, it is assumed that the longer an organisation has been trading the more likely it is to generate its income from trade – an indication that it is not dependent on grant funding. Whilst Figure 7 does not fully support this trend, it does show some correlation: The largest proportion of respondents that generate the least amount of income from trade (0 – 25%) are start-ups (34%). While the largest proportion of organisations that generate the most income from trade (76% - 100%) are the most established organisations who have been trading for more than 20 years (35%). 

This 34% of start-ups which generate 25% or less of their income from trade cannot not fully explain why 52% of respondents receive 25% or less of their total income from trading. This suggest a dependency – deliberate or otherwise -  on grants beyond the need for start-up funding; this is supported by the finding that the second largest proportion of organisations (19%), where less than 26% of  income if through trade, have been trading for more than 20 years. 

Similarly, it is also worth noting that the second largest proportion of organisations earning 76 – 100% of their income from trade - 25% of respondents are start-ups. This may suggest that not all start-up recipients of Big Lottery funding were after the same types of support, and that some organisations do have trading business models from the start.

3.3.2 Is there a link between proportion of income from trade and main source of income?

Figure 8. Proportion of income from trade by main source of income
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Figure 8 demonstrates a clear correlation between the proportion of income organisations get from trade and what their main source of income is. As the proportion of income from trade increases, the reliance on grants (both from government and others) as a main source of income declines; for example, grants from government sources as a main source of income declines from 33% for organisations with less than 26% income from trade to only 3% for organisations which generate more than 75% of their income from trade. 

Correspondingly, an increase in the proportion of income through trade also correlates with a broad increase in main sources of income from trading. This trend is particularly stark for trade with the general public as a main source of income which rises from 3% for organisations with less than 26% of their income from trade to 41% for organisations which generate more than 75% of their income through trade. However, this still leaves a quarter of organisations that make the majority of their income from trade reliant on grant funding or donations as their main source of income. 

Case study: Out of the Blue, Edinburgh 
A creative venue, fostering educational and environmental projects

The organisation started in 1994 when a group of artists took over an empty shop in central Edinburgh to use as a creative venue. Today, Out of the Blue hosts markets and has two wholly owned trading bodies: a café and performance space, which houses rehearsal spaces and studios, cultural programmes and employability schemes. 

Out of the Blue accessed Growing Community Assets (£250,000) funding in 2006 which was used to develop the second phase of their studio developments and they have also accessed Awards for All (under £10,000) for a feasibility study of expanding their employability scheme from the café into some other creative groups. The Growing Community Assets investment was part of a “typical social enterprise mix of grants and loans” to become more financially sustainable, although loan finance has only been available through Social Investment Scotland or Triodos as traditional banks have not been interested. 

Out of the Blue approached the Fund as their funding was most appropriate for the projects they had in mind. They have been pleased with the grant management from the Big Lottery team.

As of 2012 the company is now confident in its financial stability around its core business. The social enterprise is set up with an asset lock and a 100% profit reinvestment strategy – although the manager joked “dealing with a surplus is a new issue for us”. 

Key learning points:

* Big Lottery funding can be a stepping stone to sustainability

* Social enterprises can mix grants and loans from different sources

* Specialist social investors and social banks step in when the mainstream are not interested

3.3.3 Trading activities

Figure 9. Principal trading activity
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Figure 9 shows the responses are widely spread across different trading activities – no activity has a clear majority, in fact the largest proportion of organisations is 21%, working in the Culture and Leisure sector. Many of the most popular sectors tend to be in the public sector market; indeed, while organisations operating across the majority of sectors are most likely to be funding by grants (government or otherwise); a considerable proportion of organisations in the Education, Social Care and Employment and skills sectors derive their income from trading with the public sector (19%, 27% and 17% respectively). Those that operate in retail, workspace provision and hospitality are more likely to generate their income from trade with the general public (39%, 25% and 35% respectively).
3.3.4 Sources of income

Figure 10. All sources of income
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Anecdotally, social enterprises tend to have a mixed income stream and this is reinforced by findings from this survey where 86% of the responses have more than one source of income. 

The majority of respondents (66%) generate at least part of their income from grants provided by the state (government, local authority and/or public sector); this is followed by income from ‘other grants’ (59%). The third most popular source of income is trading with the general public (40%), followed by income from donations (39%). Almost one third of respondents (30%) also trade with other third sector organisations. 

Figure 11. Main source of income 
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When asked what their main source of income is, grants from the state remains the biggest source, accounting for 26% of respondents. Again, this is followed by ‘other grants’ (22%).

In terms of trading, the general public remained the biggest market with 14% of respondents. However, trading with the public sector (12%) overtakes donations (6%) as respondents’ main source of income. Trading with the private sector (4%) also overtakes trading with third sector organisations (3%) as a main source of income.

The difference in order of popularity between ‘all sources of income’ and ‘main source of income’ indicates that whilst certain sources of income may be fairly commonplace as part of organisations’ overall income, they are not as commonly relied upon as the main source of income. This appears to be the case with donations and trading with third sector organisations. 

Further, the findings from Figure 11 above also strongly suggests that the high percentage of grants as a main source of income is inflated by the large proportion of organisations making less than 25% of income through trading.
3.3.5 Is there a link between the main source of income and becoming more enterprising through Big Lottery funding?

Comparing the respondents who stated that Big Lottery funding has had no impact on their organisation to become more enterprising, and those who stated that it has had an impact, the majority of respondents in both cases stated their main source of income is from grants or donations. However, the proportion of respondents for the former (69%), is considerably higher than the proportion for the latter (54%).  Correspondingly, those that found Big Lottery funding had an impact on their organisation to become more enterprising were also more likely to state their main source of income comes from trading, 38% compared to the 31% of respondents that felt the funding had no impact.

This may suggest two things: firstly, that those organisations based on more sustainable sources of income already (i.e. actively trading) were more able or likely to benefit from Big Lottery funding to support their organisation to become more enterprising; perhaps because of an emerging or pre-existing culture of enterprise. 

Secondly, building on this point, it may suggest that ‘main source of income’ is an indicator of the type of support an organisation values; perhaps organisations that are reliant on grants and donations are less likely to seek support to become more enterprising and, therefore, more likely to feel no impact. The challenge for the Fund is that these organisations may be precisely those who could benefit from a more enterprising approach.

Case study: Grow Sheffield

Urban organic food growing in the heart of the community 

Grow Sheffield is a not for profit organisation which started in 2007 and works across the whole city.  It began as an active network of individuals and groups promoting urban organic food growing. From this it developed to provide training, advice and practical skills to help people grow and harvest food in their community. The object is to promote all the benefits of local food growing – community building, environmental, physical and mental health and well-being, local enterprise and the economy

In 2011 Grow Sheffield received funding from the Big Lottery Fund to expand its activities around three interrelated projects; ‘Community Growers’, teaching local people to grow their own food, ‘Abundance’, using volunteers to harvest excess summer fruit and distribute it around the city and ‘The Sheffield Food Network’, an online map of sustainably produced food in the city.  The funding was £190K over three years to employ five people (part-time). The Fund has also provided support in developing the skills of existing staff and making sure that the Board is fit for purpose. One of the benefits of the current Big Lottery Fund support has been that the Board has increased in size from four to eight members.  
The Big Lottery Fund is seen as being critical to the development of Grow Sheffield.  It has enabled the organisation to become more professional in the way that it can recruit and support volunteers, without producing the unintended consequence of diverting its mission to that of commercial self-sustainability.

In addition, it has encouraged Grow to recruit new Board members in order to strengthen both governance and support for staff.  This has led to Grow becoming a formally constituted not-for-profit company.  “We have moved from good will and good intentions to being more professional and ready for the next step”.

Key learning points:

* Big Lottery Fund support can be essential in providing the foundation for a sustainable business

* Support alongside funding can make a substantial difference

* Internal process and governance can be the bedrock of external delivery success

3.3.6 Growth and sustainability

Confidence for sustainability

Figure 12. Proportion of income generated through trade by how organisations view their sustainability over the next 12 months and next five years (italicised) 
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The vast majority of respondents are confident about their organisation’s sustainability over the next 12 months. However, respondents, on the whole, are slightly less confident over the longer term of five years, with an overall decrease at the combined ‘very strong ‘ and ‘strong’ end of the spectrum from 69% to 58% and an increase at the combined ‘weak’ and ‘very weak’ end of the spectrum from 2.2% to 6%. 

Does proportion of income from trade affect how organisations view sustainability?

The percentages at the opposite ends of the spectrum of how organisations’ view their sustainability present some complementary findings: organisations which view their sustainability to be weak or very weak are more likely to be those that do not make the majority of their income through trade; while those who view their sustainability to be very strong or strong are likely to be organisations that make the majority of their income from trading. This trend is present when respondents were asked about their sustainability over both the next 12 months and next five years. In fact, zero respondents who trade between 76-100% of their overall income view their sustainability over the next 12 months and five years as either ‘weak’ or ‘very weak’. This evidence supports the view that an organisation’s ability to trade is central to its sustainability. 

Confidence for growth

How optimistic an organisation is about their turnover is usually a good indication of confidence for growth. Over half the respondents (51%) think their turnover will increase in the next 12 months. 13% think their turnover will decrease, and 25% think their turnover will stay the same
.

Case study: Your Ideas, Redditch

Support for young people struggling with autism 

Your Ideas is a youth and community project, which started around 2008 and is currently seeking to become a registered charity. Their core work focusses on young people on the autism spectrum, which started after a group of parents funded by the council sought their service. Their social impact is through their work with this group, improving the lives of young people and their parents. The organisation provides a number of projects to deliver support services and activities, including clubs enabling respite for parents. 

They have been granted Reaching Communities funding (£189,000) to pay for a project manager and running costs for a programme of support across the spectrum for a group of college age young people, particularly arranging volunteering opportunities. One result of this is a self-sustaining social night for around 20 young people planned and run by the young people themselves. They also received an Awards for All grant (£10,000) for a one-off art club project.

They approached the Fund as they felt they were more likely to be successful and had good fit with criteria (although they needed to apply more than once). The project team report that they appreciate the Fund’s hands off approach to monitoring “without a fine tooth comb” but wonder whether they understand the project’s impact fully: other funders such as Children in Need ask for photos to get a flavour for the project, whereas the Fund request monitoring stats by phone. The application is similarly hands off, much simpler than the organisation’s experience of council grants applications. 

Their main challenge and their main support needs are around managing a growing organisation –they would appreciate being in touch with a range of support for practicalities like fire risk assessment and negotiating building leases, which is hard with an already stretched organisation and prevents more time being spent on development.

Key learning points:

* A light-touch approach to monitoring has pros and cons

* Practical, specific support around particular business issues would be useful

Activities for growth

Figure 13. Activities undertaken in the last 12 months compared to activities planned to be taken in the next 12 months

	Activity
	Last 12 months
	Next 12 months to achieve growth


	Diversify into new markets
	32%
	40%

	Expand into new geographic areas
	22%
	32%

	Develop new products and services
	48%
	67%

	Attract new customers or clients
	67%
	79%

	Replicate or franchise
	3%
	9%

	Attract investment to expand
	9%
	30%

	Merge with another organisation
	2%
	4%

	Acquire another organisation
	1%
	1%

	Win business as part of a consortium
	10%
	15%

	None of these
	13%
	2%

	Don’t know
	2%
	0%

	Not applicable – not trading long enough
	5%
	n/a

	Other
	2%
	7%


The majority of respondents (67%) attracted new customers or clients in the last 12 months, followed by 48% who have developed new products and services and 32% that have diversified into new markets. 

Similarly, the respondents who think that their organisation’s turnover will increase in the next 12 months also plan to undertake these activities ranked in the same order of preference: the vast majority (79%) plan to attract new customers or clients, followed by 67% that plan to development new products and services, and 40% plan to diversity into new markets. This suggests that organisations which have focused on these activities feel better able to achieve growth.

There is also a noticeable shift from those seeking to gain investment for growth last year to those planning it in the year ahead – from 9% to 30%. This may reflect the reality of the economic conditions or a growing understanding and awareness of (social) investment as an option.

3.3.7 Profit
Figure 14. Did organisations make a profit in the last year? 
Yes
41%

No
27%

Broke even
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Don’t know
5%
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5% 

In the last financial year, the largest proportion of respondents (41%) made a profit; 27% made a loss, and; 24% broke even. Looking ahead to the next 12 months, most respondents predict a similar outcome for their organisations: the largest proportion of respondents (37%) think they will make a profit; 18% think there will be a decrease in profit, and; 29% think the profit will stay the same.
3.4 Organisational behaviour
3.4.1 Social and/or environmental objectives
Figure 15. Main social and/or environmental objectives
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Figure 15 shows the wide diversity of social and/or environmental objectives pursued by the organisations. The most common social and/or environmental objectives are  ‘Improving health and wellbeing’ and ‘supporting vulnerable people’, both cited by more than half of the respondents (57% and 54%, respectively). This is followed by ‘improving a particular community’ which was cited by 50% of respondents, closely followed by ‘addressing social exclusion’ (47%). 

3.4.2 Employment practices
Social enterprises tend to operate in ways that actively ensure the wellbeing of their employees as a priority. It is common to see social enterprises’ social and/or environmental objectives manifest in their employment practices. Both of these assumptions are supported by the findings on employment practices from this survey.

Over half the respondents (55%) employ people who are disadvantaged in the labour market to either a large extent (21%) or some extent (34%)
. This high proportion reinforces the findings on main social and/or environmental objectives: almost one-third of respondents (31%) state their main social and/or environmental objective is to create employment opportunities, and over half (54%) stated supporting vulnerable people as their social objective.  

An even larger majority (76%) of respondents recruit their staff locally, over half of them to a large extent (58%) and 18% to some extent. 

In addition to demonstrating positive practices around recruitment, almost nine out of ten respondents (87%) actively involve their staff in decision-making, with over half of them to a large extent (65%) and 25% to some extent. Further, over three-quarters of organisations invest well in staff training and development, with 44% investing well to a large extent and 32% to some extent. 

3.4.3 Measuring impact and external behaviour 
Figure 16. The extent to which profits are reinvested locally
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Figure 17. The extent to which beneficiaries are actively involved in decision-making
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Figure 18. The extent to which organisations measure their social impact
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Figure 19. The extent to which organisations actively aim to minimise their environmental impact
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Even though only 50% of organisations explicitly stated ‘improving a particular community’ (figure 22) as their main social and/or environmental objective, community benefit is clearly a priority for the vast majority, as more than eight out of ten organisations (83%) reinvest their profits locally; almost three-quarters (74%) to a large extent and only 9% to some extent. 

Similarly, although 13% of organisations explicitly stated ‘protecting the environment’ (figure 22) as their main social and/or environmental objective, over three-quarters of the organisations (79%) actively aim to minimise their environmental impact. 

In addition to the high levels of staff involvement in decision making, beneficiaries are also actively involved in decision making by 82% of respondents; 41% to both a large extent and some extent respectively.

This social impact that is created is measured by eight out of ten respondents; 44% measure it to a large extent and 38% measure it to some extent. These findings are broadly consistent with those from the SOSE survey where more than two-thirds (68%) of respondents measure their social impact to a greater (32%) or lesser (36%) extent. 

Case study: MK SNAP, Milton Keynes 
Offering life skills training to adults and young people with disabilities

MK SNAP is a charity in Milton Keynes which offers work and life skills training to individuals who have physical and learning difficulties. The 110 young people and adults who attend their bright and airy centre, which was custom-built five years ago and designed to incorporate their users’ request for ‘lots of windows’, take part in an impressive variety of creative and practical activities throughout the year, helping people to flourish in working environments. 

Maureen (Executive Director) and Katie (Grants and Projects Coordinator) are now in the process of drawing up a business plan to expand their social enterprise activity. Having previously received Awards for All funding, they appreciate the research reports released by BIG as giving them the opportunity to understand what the funder is looking to achieve, and are piloting their ideas in-house with the aim of collecting evidence to demonstrate their organisation’s strengths and impact. 

They hope that turning the charity into a successful social enterprise will bring greater sustainability to the organisation, and are optimistic about continuing to serve the growing demand from residents in Milton Keynes with learning disabilities. While they aim to engage sympathetic local corporations and trustees to gain business advice, financial and legal support from Big Lottery Fund for charities moving towards being run as a business would be welcomed, as would ongoing visits should they receive funding. In their view, charities used to applying for grants may struggle to think four or five years into the future in order to draw up a strategic plan that is both commercially viable and maintains their emphasis on providing social value for beneficiaries. They also suggest that a Big Lottery social enterprise roadshow, which showcased success stories and potential pitfalls, would help potential applicants learn from peers as they embark on the same journey.

Key learning points:

* There is an appetite for financial and legal support from Big Lottery Fund, for charities moving towards being run as a business

* There is an opportunity for the Fund to spread good practice in the sector

* A longer-term strategy is critical to achieving sustainability 

3.5. Barriers

Figure 20. Comparison of barriers to sustainability and barriers to growth, from highest to lowest

	Sustainability
	Growth

	Lack of/poor access to grants
37%
	Lack of/poor access to grants
37%

	Economic climate 32%
	Economic climate 33%

	Time pressures 27%
	Cash flow 28%

	Lack of/poor access to finance/investment 26%
	Time pressures
27%

	Cash flow 26%
	Lack of/poor access to finance/investment 23%

	Prohibitive commissioning/procurement with public services
22%
	Prohibitive commissioning/procurement with public services 19%

	Difficult to attract appropriately skilled/experienced non-executive directors or trustees 17%
	Difficult to attract appropriately skilled/experienced non-executive directors or trustees
 14%

	Understanding/awareness of social enterprise among support organisations and stakeholders 12%
	Difficulties in accessing/entering market(s)
14%

	Difficulties in accessing/entering market(s) 10%
	Affordability of finance/investment 8%

	Affordability of finance/investment
9%
	Lack of marketing expertise 8%

	Lack of marketing expertise 9%
	Lack of appropriate managerial skills/experience 6%

	Understanding/awareness of social enterprise among general public/customers
6%
	Understanding/awareness of social enterprise among support organisations and stakeholders 5%

	Lack of appropriate managerial skills/experience 6%
	Understanding/awareness of social enterprise among banks and other finance providers 5%

	Understanding/awareness of social enterprise among banks and other finance providers 4%
	Understanding/awareness of social enterprise among general public/customers
5%

	Lack of financial expertise 4%
	Lack of access to/poor advice/business support 3%

	Regulatory issues 3%
	Lack of financial expertise 2%

	Lack of access to/poor advice/business support
 2%
	Regulatory issues 2%

	Other 5%
	Other 5%


The respondents were asked to identify three of the most significant barriers to their organisation’s sustainability, and growth.

Figure 20. shows that the priority barriers at the top end of the table are very similar for both sustainability and growth – in fact, the top five barriers found under sustainability are also the top barriers found under growth; the top two barriers under both are also the same: lack of/poor access to grants/philanthropic capital and the broader economic climate, both accounting for over one-third of the respondents. This may indicate that these barriers are ongoing and more fundamental barriers to the organisations’ development in general.
However, there are some differences in Figure 20 which suggests that some barriers are more pronounced or prevalent during certain stages of organisation’s development. ‘Lack of/poor access to finance/investment’, ‘prohibitive commissioning/procurement with public services’, and ‘difficulty attracting appropriately skilled/experienced non-executive directors or trustees’ – despite all being in the top seven barriers under both sustainability and growth – are all slightly higher as barriers to the organisation’s sustainability than growth; suggesting that they are of slightly greater significance to an organisation’s sustainability than growth. 
The proportion of respondents who identified difficulties in accessing/entering market(s), increases from 10% as a barrier to sustainability to 14% as a barrier to growth, suggesting that breaking into new markets becomes more of an issue during the organisation’s growth stage. This corresponds with Figure 13 which reveals that diversifying into new markets is the third most common activity planned to achieve growth.

Understanding/awareness of social enterprise among support organisations and stakeholders, decreases considerably as a barrier from 12% of respondents, who identified it as a barrier to sustainability, to 5% as a barrier to growth; dropping to the same level as other awareness barriers with both banks and finance providers, and the general public. It seems that support organisations and stakeholders (e.g. councils, infrastructure bodies, community support organisations, government bodies etc.) have the biggest impact on their sustainability, indicating how reliant the respondents are on their various forms of support. 
Case study: Care Cooperatives, Brighton and Hove

Classes and care for adults with learning difficulties and mental health issues

Care Cooperatives is a limited company which describes itself as straddling the social enterprise and third sectors. It works on a not-for-profit basis to provide services for adults with learning difficulties and mental health issues. These services include housing support, day activities, a women’s drop-in, art classes (run in association with the Brighton & Hove museum) and a community plant nursery.

The organisation benefits from a Big Lottery Fund Reaching Communities grant worth £460,000; their new social enterprise will operate along an innovative micro-franchise model inspired by the Big Issue, and hopes to be self-sufficient three years after first receiving funding. They chose to apply to Big Lottey Fund when looking to fund this project because of its reputation, size and links to government, all of which means that they feel it is a funder that is trustworthy and supportive. Its relatively flexible criteria also lends itself to “more innovative projects”, particularly among smaller organisations.

Care Cooperatives feel that they are unusual among third sector organisations in that they have the requisite experience to successfully apply for grants. The Fund could, they suggest, support third sector organisations to take steps towards becoming social enterprises by offering bid writing support and/or training and checking that they have a team with sufficiently robust financial knowledge to help them navigate the process. Funded organisations without strong business capacity could benefit from additional monitoring to help both the Fund and the project officers to spot problems as they occur rather than when it may be too late. Care Cooperatives themselves hold regular planning meetings with a system to detect early warning signs, something that they have found to be useful in the more strained financial climate.

They perceive a resurgence of interest in social enterprises, but feel that there still remains limited awareness among the public about social enterprises and there is confusion over who qualifies as one.  The Fund could help its funded organisations by creating guidance around this, and supporting the creation of a directory of organisations identifiable by a logo (like that of the Fairtrade brand), in order to build on this momentum and attract customers that want to support social enterprise.

Key learning points:

* Big Lottery Fund’s flexibility makes it suitable for innovation 

* The social sector at times lacks business skills and commercial acumen

* Big Lottery Fund could support wider market-building activity such as a directory

Figure 21. Comparison of the most significant barrier to sustainability and the most significant barrier to growth, in order of biggest to smallest barrier
	Sustainability
	Growth

	Lack of/poor access to grants/philanthropic capital
18%
	Lack of/poor access to grants/philanthropic capital 17%

	Lack of/poor access to finance/investment


13%
	Lack of/poor access to finance/investment 13%

	Economic climate 13%
	Cash flow 12%

	Prohibitive commissioning/procurement with public services
10%
	Economic climate 11%

	Cash flow 10%
	Time pressures 8%

	Time pressures 8%
	Prohibitive commissioning/procurement with public services 8%

	Difficult to attract appropriately skilled/experienced non-executive directors or trustees
3%
	Difficult to attract appropriately skilled/experienced non-executive directors or trustees
4%

	Understanding/awareness of social enterprise among support organisations and stakeholders 3% 
	Difficulties in accessing/entering market(s) 4%

	Affordability of finance/investment 2%
	Understanding/awareness of social enterprise among general public/customers
2%

	Difficulties in accessing/entering market(s)
2%
	

	All others – were 1% or less
	All others – were 1% or less


When asked to prioritise what the number one significant barrier is to the respondent organisations’ sustainability and growth, we get a much more concise picture. 

The top barriers broadly reinforce those identified in Figure 20. with finance and funding issues dominating as the biggest barriers. However, whilst access to grants/philanthropic capital remains the barrier identified by the largest proportion of respondents for both sustainability (18%) and growth (17%), access to finance/investment has climbed to be the joint second and second biggest barrier for both sustainability (13%) and growth (13%), respectively. 

What is potentially interesting for the Fund here is that access to grants remains critical for many social enterprises, above and beyond access to other forms of finance. If grants are a key barrier to growth and sustainability, targeted and focused grant-giving can have real value to social enterprises – this is supported by the more detailed findings on finance and funding below.

3.5.1 Finance and funding

The majority of respondents, 81%, applied for new sources of finance or funding, other than from the Big Lottery Fund, in the past 12 months. The different types of finance and funding, and the motivations behind them, are listed in the table below. 

Figure 22. Finance and funding applied for
 in the past 12 months, other than funding from the Big Lottery Fund

	Revenue Grant 
(e.g. to deliver a project or service) 
	73%

	Development Grant (e.g. to develop new products/services, incl. R&D)
	34%

	Other Grant 
	30%

	Capital Grant 
(e.g. to purchase a building or equipment)
	28%

	Loan 
	7%

	Overdraft 
	2%

	Leasing/Hire Purchase 
	2%

	Other 
	2%

	Don’t know 
	0.8%

	Mortgage 
	0.6%

	Equity 
	0%


Grants was by far the most popular form of finance or funding that respondents applied for in the past 12 months, with at least 95% of respondents having applied for one form of grant. The most applied for grant was a revenue grant (73%), followed by a development grant (34%), and capital grant (28%). 30% of respondents also applied for an ‘other grant’. 

In terms of non-grant funding, loan finance had the highest proportion of respondents (7%). Not one respondent applied for equity finance. 

The ratio of grant funding to non-grant finance is broadly similar to that reported in SOSE, with a high percentage (89%) of SOSE respondents having applied for grant funding. However, the proportion of SOSE respondents that applied for non-grant finance is significantly different; notably, 20% of SOSE respondents applied for a loan, compared to 7% here. Applications for other forms of debt finance were also comparatively higher: 1% applied for overdraft compared to SOSE 13%; 1% applied for leasing/hire purchase finance compared to SOSE 7% and; 1% applied for mortgage finance compared to SOSE 4%.  

No clear trends or patterns are found when looking at the types of finance and funding applied for according to proportion of income derived from trading. The only exception was for loan finance: just under half of the organisations (46%) who applied for a loan generated over 75% of their income from trading. The second largest group (27%) that applied for loan finance were those that made less than 26% of their income from trading. 

Case study: Tree of Life, Manchester

A community organisation, offering training and development for those in need

The Tree of Life Manchester, established in 1984, is a registered charity and company limited by guarantee, who collect and sell donated furniture at affordable prices to those in need; offer health and wellbeing courses (examples include tai chi and relaxation groups); provide volunteering and training opportunities for people seeking to develop skills for employment, for people with mental and/or physical disabilities, and for older people; and run a community cafe. Both the community cafe and the furniture re-use shop provide financial support for the delivery of the training courses which the organisation offers.     

The Tree of Life Manchester first received a Reaching Communities grant (£257,000) in the summer of 2009, which enabled the organisation to source and open second, larger premises. By enabling the organisation to store and display more re-used furniture than it had been able to in its first premises the grant was important for the organisation to become more enterprising: “We were very small before, and now we’re much bigger (...) without the grant, we couldn’t generate more income, and we couldn’t help more people.” 

The organisation was awarded an extension of the Reaching Communities grant (£193,000) in October 2013 for a further 3 years. Big Lottery Fund has also awarded The Tree of Life Manchester Awards for All funding, most recently in 2010 (£10,000), to help set up and buy furniture for the community cafe. They report that, in addition to providing an important source of comfort and social contact for lonely members of the community, the cafe has helped bring the different facets of the organisation together: “now people come in for a meal, and they buy some furniture, or vice versa; or we rent out some spaces to people, and they buy lunches from us”. 

Overall, they report that the experience with the Fund had been “very positive”, not least because Fund staff were happy to provide advice and information, either at roadshows, or over the phone. One change would be to make it clearer that feedback is available on failed applications. The biggest challenge facing The Tree of Life Manchester remains financial sustainability; if the organisation does not continue to receive grant funding to help cover its expenses, it feels it will have to increase the prices of its services, which could prevent the organisation from reaching those people most in need.

Key learning points:

* Big Lottery funding can help build financial sustainability

* There can be a trade-off between achieving greater social impact and achieving greater financial sustainability

* Big Lottery Fund could be clearer that feedback is available on failed applications

4. IMPACT OF BIG LOTTERY FUNDING
4.1. Profile of focus group and interviewed organisations as Big Lottery funding recipients

These organisations covered a wide range of activities and locations. They had also accessed funds from a wide range of the Fund’s programmes, from Village SOS and Awards for All, to mainstream programmes such as Reaching Communities and Growing Community Assets; the grants in question ranged from £5000 to over £1,000,000.
The proportion of income derived from trading was mixed between the organisations. Some were clearly more traditional grant-receiving organisations and others were only just starting out on their journey to become sustainable through generated income.

4.2. When is BIG’s funding sought?

For those organisations interviewed, Big Lottery Fund support was sought at different stages and for different purposes. In some cases it was to test an idea, in other cases an idea had been trialled and a more substantial amount of funding was needed to scale up and meet an initial deficit before longer-term income streams kicked in. Organisations applied to the Fund for funding at many different points in their journey and there was no obvious pattern – it was not the case that we were seeing organisations which typically started small, secured one grant then became getting bigger and more sustainable. Rather, many organisations described a complex interaction of grants, trading, “just getting by”, one-off projects and periods of growth and contraction within parts of their organisations. 
This broad range of different stages of when funding was sought is reflected in the findings from the survey. Figure 23 shows that the largest proportion of organisations – just under half of the respondents (45%) - were supported by Big Lottery funding during their growth stage; closely followed by the sustainability stage (44%). The other half of  respondents were supported in the earlier stages of their organisational development: 18% pre start-up stage and 30% for their start-up stage. [NB - Organisations could pick more than one option to reflect how BIG can have interacted multiple times or at multiple stages of development of an organisation]

Figure 23. Stages of organisational development supported by BIG funding
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Case study: BITA Pathways, Birmingham

Providing opportunities for adults with mental health difficulties 

BITA Pathways is a registered charity and company limited by guarantee that provides training and employment opportunities, and health and wellbeing support, for adults with mental health difficulties (known as Learners). Since its foundation in 1963, the organisation has diversified from the industrial therapy model around which it was originally based to develop a training centre which offers a range of approved vocational and non-vocational courses. Alongside this, the organisation also runs three social enterprises – a textiles business, a garden centre, and a garden services business – which offer training and work experience opportunities for learners.

BITA Pathways specifically approached Big Lottery Fund for support running a health and wellbeing project, focusing on the positive impact of gardening. They applied to the Fund because they felt that they could match their criteria, and have found the funding useful. However, they feel that they would benefit from more direct contact with the Fund’s grants officers, and that visiting projects in person may allow grants officers to develop a more in-depth understanding of the work done by the organisations they support.

A key challenge faced by BITA Pathway’s social enterprises is “balancing the needs of the beneficiaries with the needs of a business”. However, their Business Manager commented that Birmingham’s dynamic infrastructure systems lend themselves well to creating an environment that nurtures social enterprises. Furthermore, with support from Social Enterprise West Midlands, BITA Pathways have secured a 2-year relationship with a corporate partner, PriceWaterhouseCoopers, who provide input to Board meetings, help with staffing issues and business development, and have put BITA Pathways in touch with local university students who provide the organisation with business planning and marketing assistance. 

Key learning points:

* Local social enterprise infrastructure and networks can help provide support

* The key challenge for social enterprises is balancing mission and money
* On-site visits from grant officers can be useful to get a fuller understanding of an organisation

4.3. How has Big Lottery’s funding supported enterprising behaviour?

Grants from the Big Lottery had often but not always been used to make the organisation more sustainable and in a variety of ways. Charities starting up cafés and furniture re-use enterprises were among the respondents – two relatively common ways charities seek to broaden their income base through up-front investment often covered by a grant. There were also some asset purchases/refurbishments to allow delivery of activity to expand. 

Some of the grants, however, were not to make the business more enterprising as such – instead perhaps for a one-off volunteering project. One example in England was given of a start-up social enterprise for whom 50% of turnover was from trading and 50% from a single Reaching Communities grant project along similar lines to the social enterprise activity – while not making the business more sustainable, the increase in capacity and delivery was helping build the reputation and credibility of the social enterprise element of the organisation. 

Respondents were clear that the Fund’s staff did not see their role as encouraging enterprising behaviour (nor discouraging it).  Lottery staff in all nations “went with the flow” in terms of the existing behaviour of projects and organisations, though (depending on the individual concerned) they were sometimes able to signpost projects to business advice. There was no emerging story of the Fund driving enterprise or sustainability through the way the grants were managed or supported by the Fund. This is not to say that some projects had not become more sustainable as a result of the social enterprise’s use of funding itself, just that it is not systematic or embedded practice.

Networks and business support can be vital for many businesses and social enterprises. Some respondents in all four nations were also positive about the other resources that the Fund was able to signpost or direct applicants towards including such support, in particular business planning support. However, some had not felt that they had been directed to any such networks by the Fund. One example is a North East education social enterprise start-up who had not been signposted to North East Social Enterprise Partnership nor Social Enterprise UK nor other support (although the owner did feel content with her own sector-dependent networks). Similarly, some participants in the English focus group in London reported that they had not been linked with entrepreneurial support or mentoring; one had sometimes been linked with projects that worked with similar beneficiaries but that were not in fact income-generating. One said that he felt that often his officers were more interested in ensuring that the funding process was tidily closed than in the project itself, while another had worked with a group which had been assigned an advisor who had no experience of community business. In general there was a sense that advisors were not committed enough to helping social enterprises succeed, and what was really needed were officers on the ground with local knowledge and personal interest in the area. 

[It is worth noting here that this perceived lack of support and knowledge may relate to the Fund’s staff having to process and manage high numbers of applications, particularly in high-volume, demand-led programmes like Awards For All and Reaching Communities.]
It was in this context that a number of interviewees made the point that they would prefer a ‘specialist’ funding stream aimed at social enterprises, where funds and support could be brought together in a single package.  This could, they suggested, involve the Big Lottery Fund working with other organisations/ funders.
Smaller organisations in particular may need support to build skills and confidence. In one case, a participant succeeded in winning a £10,000 grant for a group, whose members then all resigned from the group! They apparently felt wary of working with so much money and being perceived as “ripping off the community” - better information and awareness could potentially be transformative in such situations. It was suggested that Big Lottery could fund capacity-building officers who are on-the-ground, experienced and accessible, to identify areas where projects could affect the most change and offer constructive criticism on bids. “If [the Fund] don’t find a way to single out the right projects, the money will get squeezed out to people who work the system”. The way the Big Local Trust is operating may prove to be an approach which could be replicated or mirrored by future work – a focus on particular communities, with representatives embedded in (or coming from) and supporting those communities; combined with small amounts of ‘not-many-strings’ type grants.
Case study: Skills to Shine, North East 

Giving young people the enterprise support they need to build a business

Skills to Shine was set up in 2010 to provide enterprise support and information for young people. While not formally a “spin-out” the social enterprise builds on the resources and experience of a multi-million pound programme funded and delivered by Northumberland County Council, for which Lindsay Dunn (founder and director of Skills to Shine) was the programme manager. The business currently has three employees but has been rapidly expanding. 

The social enterprise has two major strands to its work, on the one hand a trading business which is contracted to deliver summer schools (500 attendees in 2013), train teachers, deliver classroom sessions in North East schools, and work with businesses all of which is around offering young people from any background insights into careers, business and enterprise. This first strand is entirely contracted work with no loans or grants; some of the finance for these contracts is through academy budgets, businesses, and the pupil premium. The other strand achieves the same social impact goals, but focusses on supporting around 50 disengaged 11-16 year olds young people per year with supporting including mentoring and group activities; this second strand is entirely funded by a Reaching Communities grant (£270,000). 

While the grant is not directly contributing to the enterprise side of the social enterprise, it is making a social impact, and expanding the business allows a more flexible delivery model (as their capacity can be focussed where it is most needed each month). Most important to the director is that the BIG grant gives additional credibility and scope to the social enterprise by enabling her to demonstrate a range of work currently being delivered to potential customers for her main trading offer. It is a particular aim that after the Reaching Communities grant ends the activity from that strand of work may be able to be continued in a self-funding model. 

Key learning points:

* Support from the Fund brings credibility and legitimacy

* Grant-supported projects can have transition to sustainability built into their plans
* Social enterprises emerge from lots of different starting points

4.4. How do Big Lottery-funded social enterprises manage uncertainty and risk during their development?

Risk and uncertainty are features of commercial markets and, therefore, inherent in the world of social enterprise. However, not all of these organisations could be clearly defined as social enterprises and some socially enterprising organisations were using their Big Lottery grants for a traditional grant project rather than to become more enterprising. Therefore the organisations’ exposure to such commercial risks was very different. 

What did connect those interviewed was that they had plans to become more sustainable from generated income (the usual target being between 60%-80%) which in itself was viewed as a means to reduce risk; perhaps without considering the risk during transition. Most had funds from other sources (most often trusts) to support their activities which reduced the perceived risk, say compared to relying on 100% trading income, which was the intention of almost none of the organisations.

Some accepted the risk as the only means of entering a new location for their services. For example, for one organisation a new project would not have been set up in without seeking a social enterprise income stream for longer term funding security. Others were using the funds to grow their turnover in the anticipation of later becoming more sustainable. This is particularly true where community assets were involved.

There was a sense that some organisations did not fully appreciate the risk involved in applying for Big Lottery funding, especially if it is to pursue a project of a commercial nature. For a few, Big Lottery funding is seen as the only funding available and is therefore perceived as a  less risky strategy than receiving no funding, despite the inherent risk that the organisation may later face after moving into a more commercial market. 

A number of participants felt they understood the risks but agreed that the Fund does not yet have a strong enough understanding of the risks that social enterprises by nature need to run, which can inhibit them from funding valuable projects. To counteract this issue, the Fund could develop case studies which show “this was a big risk, but the project managed it well and in this way”, so that certain risks can be better understood and embraced.

Whilst the focus group participants clearly experienced uncertainty and risk in very different ways, the findings from the survey respondents show that the majority manage risk and uncertainty in a sustainable and systematic way, using in-house resources and capability:
· 47% say that managing uncertainty and risk is the responsibility of the board/trustees in their organisation;

· 40% which manage risk and uncertainty by embedding it into their organisation’s business model and/or plan;

· 37% have developed a plan specifically for managing uncertainty and risk; and

· 16% of respondents have a dedicated member of staff who is responsible for managing risk and uncertainty. 

Only a small proportion of respondents (11%) say they manage risk and uncertainty in an ad hoc or reactive basis, and only a small minority (5%) do not actively manage uncertainty and risk at all. One in ten respondents access external support/expertise to manage uncertainty and risk.

4.5. How do Big Lottery-funded social enterprises plan for sustainability and view their likelihood of survival or growth?

In all four nations there remained some confusion and ambiguity about the notion of sustainability within the understanding of social enterprise as a business model. Most organisations did not see 100% sustainability from sales and contracts as achievable, or at best see some elements of their business achieving this with other parts always depending on a grant/subsidy.  Some organisations saw 25% sustainability as a reasonable goal, others were more ambitious; often these organisations saw the source of this income as public service contracts). 
Given that the Big Lottery grants were often not for core funding, it was not always possible to reflect on the success of the project in supporting the sustainability of the whole organisation. However, there were organisations that had been greatly dependent on the Fund’s grant, and this was often around asset purchases or refurbishments. A number of interviewees reported on their projects bringing an asset into use. Some of organisations’ experiences demonstrate that large Big Lottery Fund grant investments can have very different outcomes in terms of increasing organisational sustainability:

· One English homelessness organisation had used other grants to secure a major building as an asset but then used a large Big Lottery grant to start delivering a homeless intervention with a social enterprise element within that building – this organisation was increasingly sustainable but was still making considerable annual losses that needed to be covered by loans and grants. 

· A Welsh organisation received a very successful Big Lottery grant to refurbish a £500,000 building to develop a social enterprise but subsequently had no revenue funding to provide staffing to use the asset. 

· A Scottish social enterprise used a large Growing Community Assets grant as part of a mix of funding for long term growth programme developing in stages a new community asset through which to let spaces to arts organisations (and host other projects). This organisation has been focussed on its business arm and has become financially secure several years after getting the grant. 

Smaller grants, such as Awards for All (A4A) have been used for one-off activity in many cases. This may have led to new projects or a small element of the business being sustainable, but the smaller Big Lottery grants for traditional grant projects are reflected in the small impact this can have on a trading business in terms of sustainability. More often A4A grants going to social enterprises appeared to be funding traditional small-scale grant project activity.
The impact of Big Lottery funding on the focus group participants clearly varied according to each organisation. However, in terms of how Big Lottery-funded organisations plan for sustainability, the survey findings show that the majority of organisations actively embed sustainability into how their organisation operates – for most, this is through their business plan or through board and trustees taking responsibility for it (as part of overall strategy); others factor it into their financial forecasting. Only a small minority sought external support to plan for sustainability specifically.
Case study: Derwentside Homes – Silver Talk, County Durham 

Social landlords supporting elderly people in County Durham 

Derwentside Homes is a social landlord operating in County Durham with 6,700 houses.  It was set up in 2006 to take on existing council housing stock. 

The area in which Derwentside operates is one of high unemployment and relatively low incomes.  Because of this, Derwentside Homes has positioned itself as an organisation that is not just in the business of managing its housing stock, but in the business of helping to build sustainable communities through support for local schools, community groups and tenants in areas that go beyond housing, such as access to finance and access to cheaper goods and services.

Silver Talk is a telephone befriending service for older people, which is supported through the Big Lottery Fund’s Silver Dreams Fund.  The initial grant has been to run a pilot telephone befriending service for older people in northwest and mid-Durham. The pilot has run for 18 months, beginning in August 2012.  As a social housing provider, Derwentside Homes was initially interested in how effective this model might be in reducing housing officer time tied up by older tenants seeking conversation, and in reducing tenancy failure where people have slipped under the radar.

The significant thing in Big Lottery Fund involvement is not the amount of money being put in.  Rather, the role has been one of attachment to external partners who can help deliver a wider range of joint outcomes over a much longer period than that of any individual project.  The funding is much more a potential signal to housing associations (and others) that joint activities around social enterprises which can build sustainable communities are possible and to be welcomed.  And, in the case of Silver Talk, the future role of the Big Lottery Fund may be to see how it can support replication across more social landlords.

The principal lesson here has been in relation to understanding how the Big Lottery Fund, if it wants to support sustainable social enterprises, may need to have a much more strategic engagement with the housing association movement and look at ways in which it can co-sponsor activities within the disadvantaged communities within which they operate.

Key learning points:

* Housing associations are at the heart of a lot of social enterprise activity

* Big Lottery Fund can not only support initial innovation but also replication
* The profile and signal sent by a piece of funding can be as important as the money itself

4.6. Going through the Big Lottery funding process

All the respondents had a positive view of the Fund
. Almost all agreed that their project would not have happened without the support of the Fund, either because of the resources committed or because of the leverage it allowed with other funders.
As we have noted elsewhere, risk and uncertainty are features of markets and, therefore, inherent in the world of social enterprise.  From the evidence of the interviews, the Fund has been seen as flexible and adaptable in terms of helping organisations cope. A concrete example is of a property-based project being approved in 2006 but not actually being completed until 2011 because of local issues involving the council and others. Dealing with this hiatus involved transferring the award from the original applicant to a new organisation.  The role of the Big Lottery Fund in this process “could not be faulted” according to the project leader.
Almost all of the interviewees felt the application process was efficient and that they were guided in a helpful way. Where there were criticisms, they were familiar ones to both the Fund and the charitable sector as a whole. First, they thought that there was too much bureaucracy in completing forms, with amendments required for small sums of money.  Second, they noted that grant officers changed too often, so that they spent a lot of time repeating information.  Third, they felt that information did not percolate down to the smallest groups and that resources were consequently “hoovered up by the usual suspects” Lastly, there was a plea for the Fund to facilitate and support better networking (for example, events, seminars and masterclasses) between projects and between countries. 

Case study: Cornwall YMCA, Penzance

Accommodation and support for homeless young adults

While affiliated in name with the wider YMCA organisation, Cornwall YMCA is an independent registered charity. Its core charitable work is centred in Penzance, where the organisation provides supported accommodation for homeless young people between the ages of 16 and 25. The organisation aims to support these young people towards entering employment and living independently, and to this end offers training in a variety of skills such as literacy, money management, and filling in a CV. 

Cornwall YMCA runs two social enterprises; a backpackers hostel in Penzance, and a fee-paying nursery for children aged 0-5 in the rural village of Mullion. Mullion has a very high rate of teenage pregnancy, and limited public transport links to outside towns mean that young mothers often find it difficult to maintain employment. Subsidised childcare helps them to gain the ability and confidence to find work. 

In addition to funding from a variety of other charitable trusts and foundations and sponsorship from local and national companies, Cornwall YMCA has received two Reaching Communities grants – one up to 2013, and a second up to 2015 – both of which were focused on covering the costs of the organisation’s charitable work rather than increasing social enterprise income. However, fundraiser Carolyn Trevivian says that the organisation is becoming increasingly focused on developing its social enterprises “because charitable giving is in such high demand”. 

They report that their relationship with the Fund would be improved by more guidance around reporting requirements. It was suggested by the organisation that the Fund could generally help organisations that share common challenges such as this through more facilitation of regional forums or networking events where representatives can come together to share advice, best practice, build partnerships, and discuss the potential of joint projects and funding applications. A further challenge is “access to professionals at reasonable rates” – they find it difficult to cover fees of architects, designers, and other professionals when setting up their trading premises. The Fund could provide advice on ‘tried and tested’ professionals that might be ‘more sympathetic’ to the circumstances of social enterprises.

Key learning points:

* The challenging economic environment is fostering enterprising approaches

* Bringing together funded organisations to share good practice and challenges is welcome
* Big Lottery Fund could help broker advice and suggested partners through its networks

5 BIG LOTTERY FUND AS A FUNDER OF SOCIAL ENTERPRISE

5.1 Big Lottery Fund’s approach to grant assessment, funding decisions and grant management: supporting social enterprises and social enterprise start-ups
Big Lottery Fund’s approach to assessment, funding decisions and grant management needs in itself to be divided into two broad sections. The first is the broad and general VCS grant funding programmes, and the second is those that are specifically-focused at social enterprises. With regards to the latter, the Fund’s activities in social investment and social enterprise support can be more thought of as strategic market-making, almost entirely involving specialist delivery partners. The main focus of this report, the data collection and analysis has been on the general grant funding programmes, but this chapter also looks at some of these specialist initiatives for comparison.

In terms of more specifically-focused programmes, the Fund has usually either funded existing providers with expertise, or in some cases been contracted to do the delivery and grant management itself. For example, The Fund’s support for the School for Social Entrepreneurs expansion and for UnLtd’s Big Venture Challenge programme effectively ‘outsources’ the due diligence, assessment and management to those organisations, both of whom have a decade-plus of experience in working with individual social entrepreneurs. The Fund then receives overall reporting from both on the impact of its grant funding, in both qualitative and quantitative terms. 

Even these two examples demonstrate the diversity of approaches across the Fund’s work. The School for Social Entrepreneurs supports and provides small grants to start-up social entrepreneurs, who often do not have an organisation at that stage (akin to Awards for All, for example) – so traditional due diligence (of governance, financial processes, track record) are largely meaningless and instead replaced by an assessment of the entrepreneur’s characteristics and, to a lesser extent, the project’s viability
. In this way, the SSE approach is risky (these are untested and untried solutions) but this is mitigated by the size of grant; but it also factors in enterprise from the start, and offers the prospect of both innovation and greater sustainability in the emerging projects.

Big Venture Challenge, by contrast, is aimed at existing organisations with the ambition and capacity to grow. The due diligence process is extremely intense and robust with applications being filtered, short-listed and then invited to pitch and be questioned by a panel made up of entrepreneurs, investors, and experts from across public, private and social sectors. It is also interesting in that it explicitly intends to use grant money to lever in matching investment (loans, equity etc); from the early evaluations, this approach would appear to be successful in both supporting these organisations at a particular stage and in encouraging new investors to become involved (with the grant de-risking it for them). This approach could be of wider interest to Big Lottery as it considers its future role in the social enterprise space.

As with the SSE, the Fund entered into the Big Venture Challenge knowing that there would be failures, but that this would be compensated by both those who succeeded (in terms of social impact) and by the learning gained in the process. The Fund has implemented specific risk management strategies to SSE / BVC above and beyond its normal requirements – so even though the assessment of individual entrepreneurs and enterprises is devolved to UnLtd & SSE, the larger risk strategy is still of importance: a higher level of risk, and even an appetite for risk, but significant mitigation strategies alongside that.

It is worth noting that through its Next Steps programme, and other bespoke work, the Fund has played a significant strategic role in helping to shape the fast-developing social investment marketplace. By their very nature, these have also supported social enterprises – indeed, Big Issue Invest, Ethex, MyTime and Bristol Together are all social enterprises, and all have benefited from  support in this very focused area. There are positive results from most of these grants, though it is in many cases too early to tell the broader impact at this stage. What is worthy of note is that this entire stream of work, while retaining the Fund’s focus on benefiting communities most in need, is different from the general funds in its pace (in most cases, much faster), its monitoring (closer than normal) and its use of partners (BIG works very closely with Big Society Capital, Cabinet Office and City of London, amongst others, to inform this work and ensure its complementarity). 

In general, these more focused programmes look more closely at the people involved, the governance and the leadership skills in the organisation (including the board). Whilst organisational capacity assessment does feature in some of the general programmes (including Reaching Communities), it tends to be more project-based and less in-depth in approach elsewhere. The pressure on BIG to keep admin costs down, to keep processes simple and accessible, and to ensure fairness to applicants are all entirely valid reasons why this is the case. Adding the same layers of complexity across the general programmes would undoubtedly be problematic.

5.2 How the Fund manages and identifies risk at all stages in the funding cycle 

The national or trans-national scale of the programmes often means that BIG’s capacity to do due diligence and risk assessment is less than that of smaller foundation or specialist counterparts. Grant management also tends to be less relationship-based or personalised / bespoke than is possible in smaller counterparts with a significantly smaller portfolio of grants to manage. There is also enormous diversity in the Fund’s programmes – of desired outcomes, of theme, of geography, and of types of organisations worked with. 

5.3 How Big Lottery Fund’s approach compares to that of specialist funders 
In comparing this to approaches of other funders, the first point is related to that above: none are operating at the scale of the Fund, which often allows them to have more direct contact and develop more in-depth relationships with those they have funded. This is particularly true, for example, in corporate programmes focusing on supporting social enterprise, like Deloitte’s Social Innovation Pioneers, Business in the Community’s Arc programme and Santander’s Social Enterprise Development Awards. Each has relatively small cohorts coming through, so their assessment process, ongoing support and follow-on reporting can be that much more in-depth. In those cases, both leverage the in-house capacity within their organisations, and involve expert partners significantly – for example, Social Enterprise UK helps in the assessment of all three; in Santander’s SEDA programme, a specialist regional / local network is involved in the panel and assessment process across the UK.

Foundations like Esmee Fairbairn and Lankelly Chase are similar to Big Lottery, in that they fund social enterprises, but as part of their wider programmes. In Esmee’s case, there is a focus on encouraging sustainability across the board of its grant portfolio (one of their specified outcomes is “establishing a sustainable business model”), but it has no specific focus on social enterprises (though it did previously). Lankelly similarly looks for diversity in its grant mix, and has nothing specific aimed at social enterprise. Both are supportive of trading activity, and both are pioneering the use of social investment in the foundation world.

As charities themselves, both foundations take an in-depth look at the governance in particular – at social mission in governing documents, asset locks, ability for directors to set salaries and so on; Esmee does this for the CICs or other social enterprise structures it sees, on the basis that regulation is lighter (than for charities) and it needs to mitigate this risk. Lankelly Chase likewise focus strongly on governance in its due diligence process, and looks closely at how an organisation is regulated – but ultimately, due diligence is also about a 1:1 personal interview and relationship. For example, Lankelly will tend to follow up through phone, meetings, and visits, but also have online and offline networks bringing grantees together.

For both foundations, the monitoring process is less about monitoring and milestones and more about capturing knowledge, learning and qualitative material. They are less bound by deadlines and milestones than the Fund, which aids this flexible and dynamic approach.

Government funders are often quite aligned to the Fund’s approach to social enterprises -  being primarily interested in the outcomes, not the vehicle that helps achieve them. The Department of Health (DoH hereafter) grant schemes are open to social enterprises, and are largely neutral or non-committal on legal form. To quote them, “Social enterprise is only interesting for what it delivers, not because of what it is”. For example, DoH may be interested in staff engagement as an outcome, and social enterprise is often an interesting way to achieve this…but it is the outcome that is of primary interest. 

DoH have the same challenges as the Fund with deadlines and broadness of scope, and are looking at these issues in-depth – Should it be a rolling programme? How can focus help avoid overlap & duplication? How can they ensure fairness and accessibility without becoming hugely oversubscribed? They too have outsourced the assessment and management of one of these large programmes – but recognise the risk of knowledge and learning potentially being lost to the department in this process.

A key issue to all the funders interviewed was what the grant was for, what stage of enterprise or for what use. Social enterprises, by their nature, are meant to be more sustainable and less grant-dependent than traditional charities, and so most funders have made some attempts to understand the stage at which their funding was coming into play, and the extent to which it would lead to more business for that organisation (rather than more grant-dependency). NESTA was interested in whether this was for innovation (their focus), for development, in lieu of capital or was it intended to get an organisation to a particular point? Others (such as Santander, SSE and UnLtd) tier their funding between start-up grants and scale-up grants, identifying the different stages where funding could have a noticeable impact – assessing the first stage focuses more on the individual, while the latter looks more at the organisational track record and potential.

This is of great relevance to the Fund: grants are not necessarily more useful to those social enterprises whose trading income is proportionally lower (to ‘top-up’) but of different use to all types of social enterprise, depending on what it is used for at their particular stage of development. Equally as critical in understanding what a grant is trying to achieve is for the funder to understand the market in which that social enterprise is operating – grants can distort the market in which a social enterprise is operating or undercut potential investment in that business. This potential distortion, which is likely to occur with more significant grants, can be minimised by creating mechanisms and communication channels that ensure the Big Lottery Fund or another funder is not treading where others might be willing (or planning) to.

5.3.1 Differences / pros + cons
There are both similarities and differences to the way other funders in the market are approaching their support for social enterprise, compared to the approaches of the Fund. These can be categorised as follows:

- scale and volume: those working with smaller numbers can be more bespoke in their assessment and on-going relationships, and be more flexible on deadlines; those working with larger volumes (such as government or SSE / UnLtd’s main programmes) are more restricted on both counts

- individuals vs organisations: there is a mix of support for social entrepreneurs (often without an organisational structure) and social enterprises across these funders and the Fund’s own work; the assessment and due diligence processes are inevitably different for both

- external expertise: some funders (like Big Lottery Fund) effectively outsource the assessment, evaluation of impact and support to partners; others seek to involve external expertise and experience in the assessment processes they have (judging, sifting, panels etc), but retain the knowledge, learning and evaluative functions in-house; this requires more work and resource, but potentially brings greater benefit and understanding

- impact & outcomes vs governance: while the Fund considers itself a ‘funder of impact’, others put more emphasis on the governance and structure of an organisation in its assessment and due diligence process. This was particularly true of the charitable foundations, which have a clear-eyed focus on the end beneficiary and a stated wish to keep money in the social sector.

- clarity of purpose: some of the funders interviewed have a narrow focus on a type of intervention they are seeking to make with their grants (Big Venture Challenge is a good example in its attempt to tackle the ‘missing middle’ in social enterprise finance) or a type of organisation (by scale or sector) they are seeking to support; others are taking a more general approach to supporting organisations that help them achieve their overall charitable or social objectives. The Fund is currently doing a mix of both, but without clear linkages or understanding between its different programmes of inactivity.

6 IMPLICATIONS
This research was undertaken to capture the impact that Big Lottery funding has had to date on its social enterprise awardees, in order to understand and inform how the Fund can better support them in the future. The implications below, on how the Fund develops its future support, have been drawn out both from the survey findings, and the recommendations provided by the participants in the focus groups and specialist funder interviews. 
1. Big Lottery Fund should agree its own criteria and remit for supporting social enterprise

The survey findings present a mixed picture on how enterprising and sustainable those social enterprises supported by the Fund actually are.  Certain findings have highlighted behaviour which goes against the grain of how we expect social enterprises to operate: notably, the low levels of trading – the majority of respondents (52%) generate less than 26% of their income from trading, with a considerable proportion among well-established organisations. The majority of the organisations are also heavily reliant on volunteers with the largest proportion of organisations (37%) employing zero full-time paid staff.

These findings highlight an ambiguity that exists over how these organisations collectively view social enterprise and more specifically, the role of enterprise and financial sustainability within it. This ambiguity was also identified in the focus groups where organisations presented varying views on what it means to be sustainable and were confused about its role within the context of a business model.

As the Fund works towards supporting social enterprises more strategically, these ambiguities should be investigated to really understand the types of social enterprises which fall naturally within its constituency. These criteria will need to be appropriate to how the Fund views its role in the wider support environment for social enterprises. For example, will it be for social enterprises operating at the lower end of the trading spectrum – perhaps transitioning from a non-enterprise model - or will it be stricter in line with SEUK and government definitions? This clarity, in turn, will help to inform the Fund’s beneficiaries on what a social enterprise is
. 

Importantly, a clearer position on what the Fund thinks is a social enterprise (and its place in that landscape) will have a number of positive outcomes: it will:

-  shape and drive the type of applicants that the Fund will receive, 
- allow the Fund to design more in-depth and tailored support, ensuring a level of consistency among the awardees and their outcomes

- allow the Fund to track and understand these organisations better

- allow the Fund to dovetail more effectively with existing work to promote, understand, and support the social enterprise movement.

2. Big Lottery Fund should clarify the types of support it provides for social enterprises

a) Supporting better informed beneficiaries on social finance - Access to finance and funding clearly emerged as the biggest barrier, both to organisations’ sustainability and growth; a barrier that is well documented in existing research on social enterprises.
However, it is also clear that demand for grant funding is particular high among these respondents. While this may not be particularly surprising given the nature of the organisations – they are all grant awardees of the Fund – the low level of application to other sources of finance which is not grant-based is an issue which the Fund should factor in to the support it develops. It is not unusual that most social enterprises would apply for some form of grant funding – they often have mixed income streams and it is perceived as ‘free’ finance after all – but it might be also expected that it would not be the only form of additional finance applied for. The very low levels of application for other finance, notably loans (applied for by only 7% of respondents), does seem to indicate to some degree that these organisations develop and grow within the limitations of grant funding. 

As the social investment market continues to grow and new products are being developed specifically for the social enterprise sector, it would be beneficial for the Fund to continue to strengthen their role in educating and supporting the organisations they fund to understand the wide range of finance available outside that of grant funding. Big Potential can play a key role in this.

It also highlights the potential for the Fund to fill gaps in the general social finance marketplace, meet unmet finance needs, and occupy a logical space between others – as well as signposting and referring appropriately (see below).

b) Segmenting potential beneficiaries by type of support needed - To support social enterprises more specifically, focus group participants and phone interviewees believe that segmenting organisations by support needs or funding outcomes will be more effective than using project outcomes, as the latter does not factor in the wider sustainability of the organisation. Further, conventional indicators of what type of support is needed should also be questioned. For example, length of trading does not always indicate the type of support needed: the second biggest proportion of organisations earning more than 75% of their income from trade are start-ups; it is likely that the type of support they require will be different from the majority of other more grant-reliant start-ups.

The focus groups and interviews also recommended that the Fund can also be more discriminating in terms of identifying the organisations which demonstrate potential to scale and grow their enterprise. The inverse is true – an organisation that is established for 20+ years with less than 25% trade is unlikely to suddenly change its approach. 

Similarly, a quarter of organisations which make the majority of their income from trading are still reliant on grants or donations as their main source of income; this poses questions about what these organisations are needing the grants for compared to those which are seen as more traditionally in need of grant funding. 

This means that the Fund will need to be clear about the distinction between revenue grants (for delivery), capital grants (to buy) and development grants (for growth and innovation). It is important, particulary with regard to the latter, that this is developed with the risks in mind from how it will impact on the wider social investment market; grants can have a distorting effect on the market if they are not considered alongside other existing products. 

c) Funding that moves beyond grants – the Fund may also wish to consider developing funds with a view to supporting organisations to move away from being reliant on grant funding; a key objective for most social enterprises. It could develop funds which allow for the possibility of funding being returned to the Fund where organisations have met or exceeded their enterprise-related objectives. This type of funding would be more suited to social enterprises which have the potential to move from being reliant on grant-based funding towards accessing more risk-based investment. Several pieces of social investment research have found clear evidence of gaps in the market for small-scale risk capital of tens of thousands on generous terms.

3. Big Lottery Fund should actively promote enterprising behaviour within the sector

Several of the focus group participants and interviewees were clear that the Fund staff that they engaged with did not see their role as encouraging enterprising behaviour; they did not discourage it either, but it was not an actively pursued objective. Instead, it was perceived that the Fund ‘went with the flow’ in terms of the existing behaviour of projects and organisations. Organisations that were signposted to business advice were done so on an ad hoc basis. While some projects had become more sustainable and enterprising as a result of using Big Lottery funding, it was felt that this was not driven by the funding process in a systematic or embedded way. 

This is broadly supported by the survey findings which found that organisations based on more sustainable sources of income were more able or likely to benefit from Big Lottery funding to become more enterprising. This suggests that Big Lottery funding is acting more as an accelerant to strengthen or perpetuate existing behaviour; organisations which are already enterprising are more likely to more enterprising, while those which are not or do not seek to become more enterprising, are less likely to benefit in this respect.  

Deciding that supporting enterprising behaviour is an explicit objective in funding for social enterprises (and possibly even more widely) would be a big step in developing tailored support; more fundamentally, if the Fund considers being enterprising a ‘good thing’ per se, it should say so explicitly. Or, alternatively, to have an approach that makes clear that the Fund believes that grant recipients should consider more enterprising options.

4. Big Lottery Fund should decide what expertise to hold in-house, and what to seek externally
Knowledge on key issues around running a business should be a priority for the Fund in order to understand the business environment that social enterprises operate within. Likewise, as social enterprises can adopt a much wider range of legal and governance structures, having a much clearer understanding of this knowledge in-house will be crucial. It is noticeable that the external funders place a high emphasis on governance in their due diligence.

However, whilst BIG should actively promote enterprising behaviour, training all its staff to provide (what may amount to) business development support is unlikely to be cost effective, and so BIG should make use of nominated experts that their staff can turn to for advice. External expert organisations could usefully be brought in to conduct internal awareness and training sessions to ensure consistency of approach and understanding. 

Social entrepreneurs or social enterprise experts could also be involved internally to form part of the Fund’s decision-making process to ensure that the awardees are well-targeted and suitable to benefit from the funding. 

5. Big Lottery Fund should ensure that its internal and external communication is consistent with its funding of social enterprise activity
As discussed above, the Fund could continue to look at in-depth impact in particular areas (as with some of the focused social investment / entrepreneurship work) or to seek to better embed enterprising behaviour more broadly across its programmes, or it could do some of both. Arguably, given the economic climate, a focus on being enterprising across all programmes makes most sense. Whichever route is chosen, it is clear that information about work between programmes, teams and countries ought to happen in a more co-ordinated manner.

A related point was made by several of the external funders which were spoken to – the Fund could work more closely with external funders (including many of those interviewed for this research) to ensure it is adding to and building on existing work, or supporting external programmes; or that it is using its convening power and data to help others design their programmes of work. This could look like some of the following:

- clarity of position to external market
- continuing to research / track and provide data openly

- improved signposting / referral mechanisms

- partnership working (eg. co-financing with other funders to fill gaps)

==================================================================================

FINAL NOTE: This research has given the Big Lottery Fund a baseline understanding of the impact of its funding of social enterprises. In doing so, it has confirmed some theories: social enterprises often have grant as part of the mix, particularly the smaller and more community-based; the external economic environment is leading a broad range of charitable and community organisations to look at more enterprising approaches; the Fund is having tangible positive impacts on social enterprises in diverse ways via different programmes across its portfolio.

In summary, what these recommendations indicate is a potential path for the Fund to follow which will help its activity be more strategic, achieve more impact and be more than the sum of its parts. Social enterprise (or enterprise per se) is not a panacea, nor suitable for all types of organisation; but it can be an important vehicle and means of achieving more sustainable, greater social impact. Signalling its intentions to go in a clearer, more certain direction will not only help the wider sector understand the Fund’s role and remit with social enterprise (and how best to work with it and complement it), but also ultimately to achieving the Fund’s mission: improving the lives of people and their communities who are most in need.

ANNEXES, TABLES AND APPENDICES
Annex A 
Legal models represented in the sample 
Trust 5% (25)


5%

CLG 40% (211)


44%

CLS 1% (4)


1%

CIC CLG 8% (41)


9%

CIC CLS 2% (8)


2%

Unincorporated 4% (23)

5%

PLC 0% (2)


0%

IPS Coop 1% (7)


1%

IPS Bencom 2% (9)

2%

CIO 10% (53)


11%

Other 14% (74)


15%

Don’t know 4% (20)

4%

Annex B

Organisational forms represented in the sample

Cooperative 4% (23)
Leisure Trust 0% (1)

Social Firm = 7% (38)

Registered Charity = 57% (298)

Development Trust = 5% (26)

Public sector spin-out = 1% (7)

Don’t know = 2% (13)

Other = 17% (87)

Annex C

Full Case Studies

Each of these case studies seeks to give an indication of the nature of the enterprise and the degree to which the social enterprise is now or historically dependent on grants/trading and what range of grant funds the social enterprise chooses to access. The recipients’ insights into their organisational challenges and their opinions on their relationship with BIG are also captured. 

1. Gorbals Recycles
Gorbals Recycles originally started in 2004, established by a group of local residents fighting for household recycling bins to be put in place by the local council. The organisation looked at projects elsewhere for inspiration.

Overtime the social aims expanded to include promoting recycling within the community through events and work within local schools. The current offices of the organisation are the result of taking over and refurbishing a derelict DWP property.

The two main social aims of the Project are to divert as much domestic waste from landfill as possible while providing high quality services and products for sale to local people.

In the summer of 2007 the project opened its first shop selling recycled household goods and clothing alongside refurbishing second hand bikes, all at low cost to the local people. This was a great success and the charity was “inundated with generous donations” allowing it to expand. In November 2009 Market on the Green was opened stocking household goods and clothing and in May 2011 New To You was launched selling specialist furniture, electrical goods, collectables and nearly new clothing. The original shop now hosts Respoke Cycles and is dedicated purely to the selling and repairing of bicycles, including custom built and low-cost cycles for adults and children.  A hire service is planned.

Gorbals Recycles has been supported by various funding providers throughout its history, with the most recent coming from the BIG Lottery fund in May 2012. This funding supports the new Train To Gain programme, which provides training opportunities for those furthest removed from the labour market and is funded up till 2015.

The recession and its aftermath have had an effect on Gorbals Recycles. Glasgow City Council has stopped some of its discretionary subsidies and footfall has decreased in the shops.  This has led to the amalgamation of two of the shops to save costs by May 2014 and reducing the staff from 12 to 9 with two redundancies. Despite this the organisation has been able to maintain the quality of its activities for volunteers and unemployed people, meeting between 75% and 90% of its targets.

Other support has been offered through Jobs and Business Glasgow (JBG) over three years, especially around achieving quality standards such as ISO9001 which they hope will be accredited in February 2014.

The Big Lottery Fund has supported the organisation since 2008 through three separate programmes.  It has provided £300,000 through Growing Community Assets (GCA) for building refurbishment, £72,000 to support three posts through the recession fund and £400,000 over three years through the Life Transitions programme for work with volunteers (‘Train to Gain’).

This latter programme involves 50 young people under the age of 24 (including excluded women and those with English as an additional language) as volunteers and provides an holistic service including induction, assessment/training needs analysis and one-to-one support with flexible hours (two hours to 30 hours each week) and no time restriction for completing the programme’s activities.

BIG also provided consultancy support on finances, business advice and legal issues through Blake Stevenson and individual consultants.

In developing its programmes, Gorbals Recycles underestimated the labour intensive nature of supervising volunteers.  As with many social enterprises, it has also realised that keeping to the social mission places strains on the financial sustainability of the organisation.  The implication is that both the Big Lottery Fund and applicants need to understand what is a realistic timescale for achieving sustainability and the non-financial support required.

At a practical level, Big Lottery Fund was seen to be quick and kept to timetables in its dealings.  A number of areas were identified for improvement.  First, the issue of continuity – there have been four grants officers in five years.  This is especially important when the quality of provision is closely related to the individual providing support.

Second is the issue of better communication and feedback for organisations.  This is related to the issue of creating a better data base so that organisations can be effectively connected to similar bodies and pass on ideas/information.

Finally, there is the common issue of applicants wanting more of a dialogue about the future with the Big Lottery Fund around future developments and potential applications (including new funds).

2. Out of the Blue
Out of the Blue has been operating a social enterprise model since 1994 (although it has only more recently started using the term). 

The organisation started in 1994 when a group of artists took over an empty shop in central Edinburgh to use as a creative venue. The operation moved to a bus garage on New Street in 1996 and then again to the Blue Drill Hall in 2003. Rob Hoon, manager, report that since then “the principals have remained the same”: a focus on the core business of letting to creative groups with educational, environmental, and creative projects. 

Out of the Blue hosts markets and has two wholly owned trading bodies: a café in the Drill Hall and the Bongo Club nightclub / performance venue currently located in on The Cowgate. These activities help fund Out of the Blue’s social impact work.

The social enterprise, set up as a Development Trust (and a registered charity) now has 67 studio spaces to let and has a staff of 32 and a turnover exceeding £1m. 

The social impact of Out of the Blue is through a number of means:

•
It brings together creative groups, providing space for their rehearsal, development, administration and performance. The rents are intended to be below market rate to support the groups and non-financial development support is available through Out of the Blue. By bringing together creative groups Out of the Blue is seeking to foster collaboration and further these groups social impact. 

•
As a venue, Out of the Blue, seeks to be environmentally low impact and has invested in insulation and waste projects.

•
The organisation has hosted a large number of projects over the years, including exchanges, cultural programmes, and training/education/employability schemes. The café currently hosts an employability training scheme with four staff employed after passing through the scheme.

Out of the Blue accessed Growing Community Assets (£250,000) funding in 2006 which was used to develop the second phase of their studio developments (adding a second story of rooms to let in the Drill Hall) and they have also accessed Awards for All (under £10,000) for a feasibility study of expanding their employability scheme from the café into some other creative groups. 

The Growing Community Assets investment was part of a “typical social enterprise mix of grants and loans” to become more financially sustainable, although loan finance has only been available through SIS/Triodos as traditional banks have not been interested. 

Out of the Blue approached the Fund as their funding was most appropriate for the projects they had in mind. They have been pleased with the management. As of 2012 the company is now confident in its financial stability around its core business. The social enterprise is set up with an asset lock and a 100% profit reinvestment strategy – although the manager joked “dealing with a surplus is a new issue for us”. 

3. BITA Pathways
BITA Pathways is a registered charity and company limited by guarantee that provides training and employment opportunities, and health and wellbeing support, for adults with mental health difficulties (known as Learners). Since its foundation in 1963, the organisation has diversified from the industrial therapy model around which it was originally based to develop a training centre which offers a range of approved vocational and non-vocational courses. BITA Pathways currently has contracts with the NHS, the Probation Service, and the Skills Funding Agency which comprise its core work. Alongside this, the organisation also runs 3 social enterprises – a textiles business, a garden centre, and a garden services business – which offer training and work experience opportunities for Learners.

Currently, none of the social enterprises are self-sufficient, and must be subsidised by the charity’s core funds. However, Erica Barnett, Chief Executive of BITA Pathways, says the real focus of the businesses is not their ability to make a profit, but their social impact: “we run them, not to make money, but to provide opportunities for service users that they couldn’t get elsewhere". 

BITA Pathways were awarded a 3 year Reaching Communities grant (£120,000) in 2009/2010 to develop a ‘Health and Wellbeing’ project that had been running for 5 years “on a wing and a prayer” with financial support from the Birmingham Primary Care Trust, Sport Relief and a local solicitor’s firm. While its initial focus was raising awareness of the positive impact healthy eating, living and exercise can have on mental health, the project became the ‘Garden Pathways Project’, which focused on the therapeutic effect of gardening, and through which participants offered garden maintenance and clearing services to members of the community in need. Towards the end of the 3 year Reaching Communities funding, it was proposed that the project be turned into a social enterprise to ensure its sustainability: “we had got to the point where we could have continued it [with charitable funds], but it would have been a squeeze”. The Fund awarded BITA Pathways a 1 year grant extension together with a capital sum of £10,000 for business planning, impact measurement, and communication and marketing to help towards this aim.

BITA Pathways specifically approached the Fund for support because they felt that they could match their criteria, and because they knew that it would be a secure source of funding for 3 years. Barnett commented that “the application process is very clear and well laid out”, and that although the monitoring processes are “all very rigid”, this is beneficial in that it provides a well-defined framework of what is required of organisations. However, she suggested that smaller organisations may benefit from more direct contact with its grants officers, and that visiting projects in person may allow grants officers to develop a more in-depth understanding of the work done by the organisations they support.

Although not necessarily applicable to BITA Pathways, who currently have a business manager that manages the 3 social enterprises, Barnett agreed that the Fund could run workshops for charities aiming to set up social enterprises who have no prior experience of trading to advise on issues such as changes in governance, VAT implications, business planning, product design and market research. 

A key challenge faced by BITA Pathway’s social enterprises is “balancing the needs of the beneficiaries with the needs of a business”. However, Barnett commented that Birmingham’s dynamic infrastructure systems lend themselves well to creating an environment that nurtures social enterprises. Furthermore, with support from Social Enterprise West Midlands, BITA Pathways have secured a 2-year relationship with a corporate partner, PriceWaterhouse Coopers, who provide input to Board meetings, help with staffing issues and business development, and have put BITA Pathways in touch with local university students who provide the organisation with business planning and marketing assistance. 

4. Grow Sheffield
Grow Sheffield is a not for profit organisation which started in 2007 and works across the whole city.  It began as an active network of individuals and groups promoting urban organic food growing.

From this it developed to provide training, advice and practical skills to help people grow and harvest food in their community. The object is to promote all the benefits of local food growing – community building, environmental, physical and mental health and well-being, local enterprise and the economy. As well as its local role, Grow Sheffield works in partnership locally and nationally to raise awareness of wider issues of sustainability – reducing food miles, oil dependency, ecological and carbon footprints and increasing biodiversity.

 

The organisation has been supported by a number of agencies including the NUS and Sheffield Council.  It aims to be 25% self-funding by 2016.  This is not the normal figure for a social enterprise, where 50% is seen as the standard, but Grow see income generation as a by-product of their development work and growing a volunteer base.  They currently have a mailing list of 300 volunteers and a core group of 20-50 more active participants.

 

In 2011 Grow Sheffield received funding for the Big Lottery to expand its activities around three interrelated projects.  The funding was 190K over three years to employ five people (part-time).

The projects are:

•             Community Growers – based on 12 Hubs across the city, co-ordinators work with local people to teach, support and organize them to grow their own food. This includes erecting poly tunnels for small scale production on vacant spaces, growing food in front gardens and using church land.

•             Abundance – uses volunteers to harvest the summer ‘fruit glut’ and to re-distribute it within the city.  This includes not just native fruit such as apples and pears, but more unusual offerings such as apricots and figs.  Fruit comes from both public spaces and private donors who want their trees harvesting.  The second part of the project includes tree planting and maintenance.  In 2013 an offshoot called ‘mini-orchards’ used volunteers to plant over 200 fruit trees in 10 community sites.  This was in partnership with the charity Trees for Cities.
•             The Sheffield Food Network – is an online map of sustainably produced food in the city (shops and restaurants/cafes), which is locally produced, fairly sourced and operated by independent rather than chain stores.

Because it is small scale and volunteer led, Grow Sheffield’s sustainability is not based on generating a high level of commercial income.

 

Its challenges are those of many small-scale third sector organisations, where part-time staff do not have the time to develop all the ideas and where opportunities may be missed because of the lack of resources.  This can lead to burn out amongst both staff and volunteers trying to do too much.  Though such projects are potentially fragile and susceptible to loss of public funds (or the ending of a grant) they are also remarkably resilient in that volunteers will normally make an extra effort to keep the show on the road.

 

The support needs revolve around being able to develop existing staff and volunteers in terms of upgrading their skills and knowledge. As well as (and this is often crucial) making sure that the Board is fit for purpose and driving the organisation in the right direction.  One of the benefits of the current Big Lottery Fund support has been that the Board has increased in size from four to eight members.  The Big Lottery Fund has an important role in supporting the development of high quality voluntary boards which have a business to run.

 

The Big Lottery Fund is seen as being critical to the development of Grow Sheffield.  It has enabled the organisation to become more professional in the way that it can recruit and support volunteers, without producing the unintended consequence of diverting its mission to that of commercial self-sustainability.

 

In addition, it has encouraged Grow Sheffield to recruit new Board members in order to strengthen both governance and support for staff.  This has led to Grow Sheffield Ltd becoming a formally constituted not-for-profit company.  “We have moved from good will and good intentions to being more professional and ready for the next step”.

 

Outside of the financial support, the Big Lottery Fund has signposted Grow Sheffield to a number of online forums and information sources. Grow Sheffield has since attracted an Awards for All Grant in 2014 to develop a garden café with local residents, and plans to consider returning to the Big Lottery Fund for further support as it develops.

 

As with other case studies, there has been a positive view of the Big Lottery Fund and its interventions.  Once again this has highlighted the importance of the grants officer dealing with an organisation and stability and continuity in that post.

 

On a slightly more critical note, Grow felt that communications could have been improved post-award (particularly in relation to a specific event) and were somewhat concerned about the inflexibility of targets, once set.  In this instance, Grow had an objective on the volume (tonnes) of fruit that they would collect through the Abundance project, but a poor summer made this unachievable.  They felt that they were unable to update this target, to account for a change in circumstance, or suggest an alternative measure of success for the Abundance project which would be more meaningful.

5. MK SNAP
Established in 1991, MK SNAP is a charity in Milton Keynes which offers education, work and life skills training to individuals aged 16+ who have physical and learning difficulties. The 110 young people and adults who attend this bright and airy centre, which was custom-built six years ago and designed to incorporate their users’ request for “lots of windows”, take part in an impressive variety of education, creative and practical activities throughout the year.

 

In recent years, the charity has developed partnerships with companies which have allowed them to evolve the training on offer towards genuine commercial work. As part of the curriculum, learners may choose to engage in real work for real companies such as assembling and packing items for distribution. MK Snap receives some funds from these companies. However, they see the main profit as being able to provide experiences that allows their learners to participate in the economy and the community (as one staff member put it: ‘it’s about people, not pounds’).

Through this work, people who might not flourish in “real world” working environments are nevertheless able to develop workplace skills such as numeracy, literacy, teamwork, sequencing, manual dexterity and quality assurance.

 

The benefits of this approach are easily observed, according to MK SNAP’s staff; the fact that what is produced is actually used by the partner businesses, some of whom are household names, confers status and gives their learners a sense of pride in their work. Mental health, social life, confidence and resilience has improved as a result of their education programme, for example, users who live in supported living are more able to express their needs.

 

Maureen (Chief Executive) and Katie (Grants and Projects Co-ordinator) are now in the process of drawing up a business plan to expand their social enterprise activity. Having previously received Awards for All funding, they appreciate the research reports released by the Fund as giving them the opportunity to understand what the funder is looking to achieve, and are piloting their ideas in-house with the aim of collecting evidence to demonstrate their organisation’s strengths and impact.

 

The new arrangements will involve all sessions in the MK Snap curriculum supporting social enterprise projects. The students are already leading this model by suggesting business ideas like making and selling greetings cards and jewellery.

 

Maureen’s vision for Snap Enterprise was that it would bring to the fore some hidden talents and the hope was that some entrepreneurial skills would become evident. As Maureen says: “This creativity and willingness to learn has exceeded all my expectations.”

 

As the talents and self-esteem of their learners continue to grow, MK Snap is bidding to transform their domestic kitchen space into a commercial kitchen, where they can offer the popular option of catering training and eventually open up a café (with the potential of both replacing the students’ packed lunches with healthy, home-cooked food, and serving new customers from the surrounding residential area and the local Tillbrook industrial park).

 

They also intend to make the most of their large sports/performance hall (which they already hire out for evening dance classes and church  group activities on Sundays).  The garden, which yields fruit and vegetables, will be used for cooking classes and jam-making. It is also the site of horticulture training sessions.

 

Currently, each learner who attends costs the centre between £65 and £100 each day. Some of this is funded by MK Council but MK Snap relies heavily on donations, grants and fundraising activities. They hope that turning the charity into a successful social enterprise will bring greater sustainability to the organisation, and are optimistic about continuing to serve the growing demand from residents in Milton Keynes with learning disabilities.

 

While they aim to engage sympathetic local corporations and trustees to gain business advice, financial and legal support from the Fund for charities moving towards being run as a business would be welcomed, as would ongoing visits should they receive funding. In their view, charities used to applying for grants may struggle to think four or five years into the future in order to draw up a strategic plan that is both commercially viable and maintains their emphasis on providing social value for beneficiaries. They also suggest that a Big Lottery social enterprise roadshow, which showcased success stories and potential pitfalls, would help potential applicants learn from peers as they embark on the same journey.

6. Emmaus Burnley
Emmaus Burnley, started in 2008, is a member of the international Emmaus Movement, the premise of which is to provide accommodation and useful training and support for homeless people. Emmaus also run social enterprises that trade principally in refurbished/repaired donated furniture in which the formerly homeless residents (“Companions”) work as volunteers.

These social enterprises provide social impact by providing the financial support for the Communities’ accommodation and training provision. Any surplus profits are invested in projects that benefit the local and wider community. As Lee Gosling, Project Director at Emmaus Burnley during the duration of the Big Lottery funding, says, Emmaus Communities aim to turn the perception of homeless people “only as beneficiaries” on its head: “instead of being beneficiaries, they effectively become the donors”.

 

Emmaus Burnley were awarded Reaching Communities funding (£423,000) as a start-up grant, alongside grants from Lloyds TSB foundation, The Bowland Charitable Trust, and a number of smaller grants from local funders (although they received no local statutory funding). Emmaus Burnley had previously also received a £7,000 Awards for All award to cover the cost of office equipment. The Reaching Communities award covered revenue costs such as recruitment of support staff to support the provision of accommodation and training (rather than specifically the social enterprise activity): “the ‘business side’ of the social enterprise was separate [but] we wouldn’t have been able to run the social enterprise without the [accommodation] support side [funded by Big Lottery]”.

 

The social enterprise is getting close to being completely self-sufficient: it is generating approximately £60,000pa (loans are being used to bridge any deficit).

 

Mr. Gosling reports that the central Emmaus UK Federation were “unsure” when Emmaus Burnley applied to Reaching Communities, as they felt that applying for the award was “too hard” and that “no one ever got it … Big Lottery Fund don’t fund social enterprises”. However, perceptions within Emmaus UK regarding Big Lottery funding have since changed “very rapidly”. “A number of successful bids have since been placed by other Emmaus projects in the UK.”

 

Emmaus Burnley found the focus on structure and planning in the application for Reaching Communities funding very useful, and also, particularly the fact that they allow full cost recovery (and provide a tool to help build this in to applications). Gosling felt that it was important to address people’s uncertainties about the legal issues involved in defining an organisation as a social business, rather than a charity, and also specific anxieties around the VAT implications for social enterprises selling a service, as well as eligibility issues with some other funders who classify Big Lottery funding as state aid.  He suggested that the Fund could address these issues by running information and support sessions for people aiming to set up a social enterprise.

 

A key challenge faced by Emmaus Burnley is the recent, sudden increase in organisations competing in the reused furniture market - “everyone in the voluntary sector is scared, so as a result, they’re all turning towards some form of trading”.

7. Your Ideas Redditch

Your Ideas is a youth and community project, which started around 2008 and is currently seeking to become a registered charity. 

They deliver grant funded projects and, while they deliver a number of council service contracts, are largely a traditional voluntary sector organisation. While they did not intend to do so, their core work focusses on young people on the Autism Spectrum which started after a group of parents funded by the council sought their service. Their social impact is through their work with this group, improving the lives of young people and their parents. The organisation provides a number of projects to deliver support services and activities including clubs enabling parents respite. 

They have been rapidly expanding their work and have received funding from many funders including ESF, councils, Sport England, community safety teams, Children in Need and a private sponsor. 

They have been granted Reaching Communities funding (£189,000) to pay for a project manager and running costs for a programme of support across the spectrum for a group of college age young people, particularly arranging volunteering opportunities. One result of this is a self-sustaining social night for around 20 young people planned and run by the young people themselves. They also received an Awards for All grant (£10,000) for a one-off art club project.

They approached the Fund as they felt they were more likely to be successful and had good fit with criteria (although they needed to apply more than once). The project team report that they appreciate the Fund’s hands off approach to monitoring “without a fine tooth comb” but wonder whether they understand the impact, other funders such as Children in Need ask for photos to get a flavour for the project, whereas the Fund request monitoring stats by phone. The application is similarly hands off, much simpler than the organisation’s experience of council grants applications. 

Their main challenge and their main support needs are around managing a growing organisation –they would appreciate being in touch with a range of support for practicalities like fire risk assessment, negotiating building leases etc which is hard with an already stretched organisation and prevents more time being spent on development. 

8. Derwentside Homes – Silver Talk

Derwentside Homes is a social landlord operating in County Durham with 6,700 houses.  It was set up in 2006 to take on existing council housing stock. 

The area in which Derwentside operates is one of high unemployment and relatively low incomes.  Because of this, Derwentside Homes has positioned itself as an organisation that is not just in the business of managing its housing stock, but in the business of helping to build sustainable communities through support for local schools, community groups and tenants in areas that go beyond housing, such as access to finance and access to cheaper goods and services.

Silver Talk is a telephone befriending for older people which is supported through the Big Lottery Fund’s Silver Dreams Fund.  The initial grant has been to run a pilot telephone befriending service for older people in northwest and mid Durham. The pilot has run for 18 months beginning in August 2012.  As a social housing provider, Derwentside Homes was initially interested in how effective this model might be in reducing housing officer time tied up by older tenants seeking conversation, and in reducing tenancy failure where people have slipped under the radar.

The original idea was motivated by local research by Age UK County Durham and a raft of national research and evaluations, which all indicate telephone befriending can make a positive impact on depression, loneliness and social isolation. A partnership of local services and agencies working with older people was established to guide the project and to ensure older people were at the centre of all decision making.

Silver Talk rents space from the local credit union, in shop-front premises on Front Street in Stanley Co. Durham. The Citizens Advice Bureau and the credit union’s own older people’s energy project also rent space in the same building, placing the project in amongst financial inclusion agencies and services of value to the local community.

Silver Talk provides social contact for 150 older people provided by 43 older volunteers from call centres in Stanley and Durham. The Silver Dreams Fund promoted an opportunity to apply for ‘flagship’ funding to enable 5 projects to roll services for older people out nationally. Derwentside Homes applied for this funding, but was not successful. However, in developing the framework and reaching out to potential national partners a model for replicating the service has been built that really did not require the investment of huge resources.

When Derwentside Homes were drafting the flagship application, a number of housing providers across England expressed interest in hosting satellite services. Even without the funding that would have been available through the flagship programme, several housing providers have been eager to progress planning to establish Silver Talk in their own localities. 

The structure and policy framework has been formalised and written into a user guide that also includes the training programme, promotional materials, evaluation and supporting documents. The whole package has been printed and bound and boxed up with a CD containing electronic versions of all documents and supporting papers. Derwentside Homes has promoted Silver Talk as a ‘project-in-a-box’; delivering everything needed for the establishment of satellite services in one package available off the shelf. Housing providers can buy the project (in its box) and have six days on-site support to set the project up and train local trainers.

Your Housing Group has been the first to buy the Silver Talk service; the initial set-up work has been done, seven volunteers and two trainers have been trained and a launch date has been set for March 2014. The process has been delivered smoothly as predicted and enables Derwentside Homes to promote Silver Talk with confidence the product works and has received positive feedback from its first paying customer.

It is important to understand that Silver Talk is one of a number of support services Derwentside Homes has developed in partnership with a number of local agencies; in particular the local credit union, Prince Bishops Community Bank.  These are often social enterprises themselves, with funding from trusts, charities and paying customers.  They include:

•
Managing Money Better - which provides help for older people to get better deals on electricity and gas. The project is funded by Comic Relief and will run for three years. The project has saved local people thousands of pounds on their fuel bills; and it has enabled many older people claim their Warm Homes Discount, which they were otherwise unaware of.

•
The Store – which is a radical project that has been seed-funded by the Northern Rock Foundation and Friends Provident. It provides rent to buy furniture, white goods and electricals at affordable prices – often more than 25% cheaper than well-known high street, catalogue and internet providers such as Brighthouse.

•
Winter support for older people - working with the local authority, Derwentside Homes has packaged and promoted all its projects along with the authority’s telecare and adult care services into a campaign with a single point of contact.

The portfolio of projects represents a mix of grant-maintained work with new projects that have developed into income-generating mini-enterprises.

As a separate enterprise within the umbrella of Derwentside Homes, Silver Talk benefits from the larger organisations infrastructure and financial solidity.  Because Derwentside Homes runs a range of social enterprises, it understands the business needs and challenges in this area of activity and is able to put together effective business plans that map out financial and management needs. Derwentside Homes is also adept at leveraging in other funding sources such as the Northern Rock Foundation and building effective partnerships (such as that with Prince Bishops Community Bank).

The current challenges for Silver Talk are around two areas.  First is in making sure that it succeeds as a project in its own right, which requires support in dealing with the development and training needs of the volunteers.

The second is in whether the model can be profitaably replicated elsewhere.  Replication and transfer require a different range of skills and different types of investment from stand alone projects.  They also require a business model where the cost of ‘boxing up’ the project can be covered by sales to other housing associations.  The same set of issues are also present in assessing whether ‘The Store’ can be replicated.

The significant thing in Big Lottery Fund involvement is not the amount of money being put in.  Rather the role has been one of attachment to external partners who can help deliver a wider range of joint outcomes over a much longer period than that of any individual project.  The funding is much more a potential signal to housing associations (and others) that joint activities around social enterprises which can build sustainable communities are possible and to be welcomed.  And, in the case of Silver Talk, the future role of the Big Lottery Fund may be to see how it can support replication across more social landlords.

The principal lesson here has been in relation to understanding how the Big Lottery Fund, if it wants to support sustainable social enterprises, may need to have a much more strategic engagement with the housing association movement and look at ways in which it can co-sponsor activities within the disadvantaged communities within which they operate. In short, it needs a programmatic approach to housing associations, not just a project by project approach.

9. Skills to Shine

Skills to Shine was set up in 2010 to provide enterprise support and information for young people. While not formally a “spin-out” the social enterprise builds on the resources and experience of a multimillion pound programme funded and delivered by Northumberland County Council, for which Lindsay Dunn (founder and director of Skills to Shine) was the programme manager. The business currently has 3 employees but has been rapidly expanding. 

The social enterprise has two major strands to its work, on the one hand a trading business which is contracted to deliver summer schools (500 attendees in 2013), train teachers, deliver classroom sessions in North East schools, and work with businesses all of which is around offering young people from any background insights into careers, business and enterprise. This first strand is entirely contracted work with no loans or grants; some of the finance for these contracts is through academy budgets, businesses, and the pupil premium. The whole business is delivered to be low on overheads and high on sustainability (the office is in a shed in a portakabin in the director’s garden to cut cost) but also retains its identity as a social impact vehicle “I wouldn’t say I am an entrepreneur, I am an educationalist”. 

The other strand achieves the same social impact goals, but focusses on supporting around 50 disengaged 11-16 year olds young people per year with supporting including mentoring and group activities; this second strand is entirely funded by a Reaching Communities grant (£270,000). 

While the grant is not directly contributing to the enterprise side of the social enterprise, it is making a social impact, expands the business allowing a more flexible delivery model (as there capacity can be focussed where it is most needed each month). Most important to the director, is that the Big Lottery Fund grant gives additional credibility and scope to the social enterprise by enabling her to demonstrate a range of work currently being delivered to potential customers for her main trading offer. It is a particular aim that after the Reaching Communities grant ends the activity form that strand of work may be able to be continued in a self-funding model. 

Skills to Shine has not used any non-financial support, for example through the regional social enterprise network or any other infrastructure organisation. This was partly as the founder did not perceive a need and partly due to lack of awareness of such support – it was felt that the Fund could have helped provide some direction to some practical support.  

Skills to Shine have been happy with their relationship with the Fund. They indicated that they were interested in the fund as a means to deliver their service at to a wider customer base, but suggested that in order to fulfil the criteria they had needed to refocus their main offer to target specifically disengaged 11-16 year olds as they perceived that this was the only way to secure Big Lottery funding.

10. Tree of Life Manchester

The Tree of Life Manchester, established in 1984, is a registered charity and company limited by guarantee, who: collect and sell donated furniture at affordable prices to those in need; offer health and wellbeing courses (examples include tai chi and relaxation groups); provide volunteering and training opportunities for people seeking to develop skills for employment, for people with mental and/or physical disabilities, and for older people; and run a community cafe. Both the community cafe and the furniture re-use shop provide financial support for the delivery of the training courses which the organisation offers.     

The café delivery model benefits the volunteers also. The director highlights the benefits that offering volunteering opportunities can have especially for older people: “it keeps them active, mentally and physically, gives them purpose for the day, and means that they can have a proper lunch [in the cafe], so it improves their health”. Furthermore, she says a key aim of the community cafe is to train volunteers in catering, customer service, and cash handling skills to enhance their employability, and the overall social impact of the organisation.

The Tree of Life Manchester first received a Reaching Communities grant (£257,000) in the summer of 2009, which enabled the organisation to source and open second, larger premises. By enabling the organisation to store and display more re-used furniture than it had been able to in its first premises the grant was important for the organisation to become more enterprising: “We were very small before, and now we’re much bigger (...) without the grant, we couldn’t generate more income, and we couldn’t help more people.” 

The organisation was awarded an extension of the Reaching Communities grant (£193,000) in October 2013 for a further 3 years. The Fund has also awarded The Tree of Life Manchester Awards for All funding, most recently in 2010 (£10,000), to help set up and buy furniture for the community cafe. They report that, in addition to providing an important source of comfort and social contact for lonely members of the community, the cafe has helped bring the different facets of the organisation together: “now people come in for a meal, and they buy some furniture, or vice versa; or we rent out some spaces to people, and they buy lunches from us”. 

The Tree of Life Manchester approached the Fund for funding because there was a relevant grant of a suitable size, other funders could not offer a large enough grant. Although their application for the extension of the Reaching Communities funding was initially rejected, “helpful feedback from Big Lottery” meant that only a few minor changes to the application had to be made for it to be subsequently accepted. 

Overall, they report that the experience with the Fund had been “very positive”, not least because the Fund’s staff were happy to provide advice and information, either at roadshows, or over the phone. One change would be to make it clearer that feedback is available on fail applications. 

The biggest challenge facing The Tree of Life Manchester remains financial sustainability; if the organisation does not continue to receive grant funding to help cover its expenses, it feels it will have to increase the prices of its services, which could prevent the organisation from reaching those people most in need. 

11. Care Cooperatives
Care Cooperatives is a limited company and a social enterprise. It works on a not-for-profit basis to provide services for disadvantaged groups including adults with learning difficulties and mental health issues. They do this through a range of support services (including housing support, day activities, a women’s drop-in and art classes run in association with the Brighton & Hove museum), social businesses (including a catering company, commercial plant nursery, event venue and serviced offices) and European projects.

 

Care Co-ops was established in 1988 and over the last 25 years have run a variety of social enterprise businesses. One of these businesses was Nourish CIC which ran a cafe and community farm but had to close 2 years ago due to funding cuts. Care Coops are applying the lessons from this experience as they set up a new ventures. They intend to be “not too reliant on any one funding stream”. Care Co-ops currently contracts with the local Council, deliver qualifications through a sub-contract, hold UK and European Grants, and run several social businesses.

 

Care Co-operatives also set up the Social Enterprise Network for Brighton and Hove a year ago. This has now attracted  some funding from the Council to write a Social Enterprise Strategy Refresh and establish a website for the network.  

 

Care Coops has recently received a Reaching Communities grant worth £460,000 to establish a social business in catering which trains unemployed people to access careers in the catering industry.  The new social business will explore an innovative micro-franchise model similar to the Big Issue, and hopes to be self-sufficient three years after first receiving funding. They chose to apply to the Fund when looking to fund this project because of its reputation, size and links to government, all of which means that they feel it is a funder that is trustworthy and supportive. Its relatively flexible criteria also lends itself to “more innovative projects”.

 

Care Cooperatives have extensive experience and the structures in place to successfully apply for grants. BIG could, they suggest, support social enterprises to apply for funding by offering bid writing workshops and information on project management structures which would enable social enterprises to confidently meet their project outcomes.  Funded organisations without strong business capacity could benefit from additional monitoring to help both the Fund and the project officers to spot problems as they occur. Care Cooperatives themselves hold regular project management meetings and have a system to detect early warning signs, which leads to an action plan being created.  This is something that they have found to be useful in achieving successful outcomes.

 

They perceive a resurgence of interest in social enterprises, but feel that there still remains limited awareness among the public about social enterprises and there is confusion over who qualifies as one.  The Fund could help its funded organisations by creating guidance around this and encouraging them to engage with Social Enterprise UK in order to build on this momentum and attract customers that want to support social enterprise.

12. Cornwall YMCA

While affiliated in name with the wider YMCA organisation, Cornwall YMCA is an independent registered charity. Its core charitable work is centred in Penzance, where the organisation provides supported accommodation for homeless young people between the ages of 16 and 25. The organisation aims to support these young people towards entering employment and living independently, and to this end offers training in a variety of skills such as literacy, money management, and filling in a CV. Cornwall YMCA currently houses 44 residents, 23 of which are in training or employment. 

Cornwall YMCA runs 2 social enterprises which aim to bring social impact mainly by contributing to the funding of their core charitable work. The first of these is a backpackers hostel in Penzance, and the second is a fee-paying nursery for children aged 0-5 in the rural village of Mullion. Mullion has a very high rate of teenage pregnancy, and limited public transport links to outside towns mean that young mothers often find it difficult to maintain employment. By offering subsidised nursery fees for single, unemployed mothers, and renting out a room in the nursery building for the running of skills training courses by the local council, Cornwall YMCA aims to bring further social impact by helping unemployed mothers to gain employment and get off benefits.

In addition to funding from a variety of other charitable trusts and foundations and sponsorship from local and national companies, Cornwall YMCA has received two Reaching Communities grants – one up to 2013, and a second up to 2015 – both of which were focused on covering the costs of the organisation’s charitable work rather than increasing social enterprise income. However, fundraiser Carolyn Trevivian says that the organisation is becoming increasingly focused on developing its social enterprises “because charitable giving is in such high demand”. They have recently submitted a bid for Awards for All funding to help realise their aim of transforming a dining room in their Penzance premises into a community café. It is hoped that the café will eventually become self-sustainable and will, through the staffing model, act as a “training ground for youngsters to gain work experience in a variety of skills” such as catering and health and safety. 

Cornwall YMCA applied to Awards for All because they felt that the community café was a good match for the award criteria and it didn’t need to apply in partnership to be eligible, which they perceive to be increasingly common among other funding bodies. They report that their relationship with Big Lottery Fund would be improved by more guidance around the Fund’s reporting requirements.

As an income generating business, Cornwall YMCA faces the challenge familiar to many businesses in seasonal counties like Cornwall: marketing and maintaining business income throughout off-peak months. It was suggested by the organisation that the Fund could generally help organisations that share common challenges such as this through more facilitation of regional forums or networking events where representatives can come together to share advice, best practice, build partnerships, and discuss the potential of joint projects and funding applications. 

A further challenge is “access to professionals at reasonable rates” – they find it difficult to cover fees of architects, designers, and other professionals when setting up their trading premises. The Fund could provide advice on “tried and tested” professionals that might be “more sympathetic” to the circumstances of social enterprises. 

13. KIM Inspire
KIM (Knowledge, Inspiration, Motivation) Inspire is a charity, established in 2002 with a focus on meeting the social, educational and therapeutic needs of women suffering from mental illness .The client base has increase from 20 to 150 in 10 years and there are now 40 volunteers supporting the organisation. It has operations in Holywell (Flintshire) and Wrexham and offers two main programmes:

•
Turnaround. The Turnaround Project offers flexible, holistic support for women over 18 who have offended or who are potentially at risk of offending across the North Wales area. In 2012 the project dealt with 369 referrals. The projects meets women who are in custody to help them plan for their release and meets women in the community to help them establish social links and promote well being. A Welsh language service is available.

•
ReActivate. This is a three year programme (which started in 2011) funded by Comic Relief. ReActivate offers bespoke training and presentations that are developed and facilitated by women with personal understanding and lived experience around mental distress and recovery. Reactivate facilitators receive their own training and support in order to offer workshops and training sessions to voluntary organizations. Some of the specialist topics that can be covered are stress in the workplace, mental health awareness, understanding eating disorders and stigma. Workshops and training sessions are written and adapted to meet the needs of the audience whether businesses, colleges or in the community. Reactivate were recently runners up in the Care Councils Accolade Ceremony in Cardiff for their contribution to informing social work practice.

In 2011, a separate social enterprise was established to set up and run a café (Café Kim) in a building attached to mental health unit within Heddfan psychiatric hospital in Wrexham. The social objectives included providing volunteering opportunities and training on mental health and mental wellbeing issues.  The business objectives, in addition to running the café, included using the kitchens to provide outside catering and room hire within the facility.

The café has 4 permanent staff and between 15 and 20 volunteers.  A major objective is to make the café/catering business sustainable over time. Currently turnover is 80K (with 30K coming from the Big Lottery Fund and the Jobs Growth Wales programme).

The Big Lottery Fund was able to support the purchase and refurbishment of the building which had kitchens in it (around 200K) and to pay for the costs of a chef for 18 months.  Other funders include Jobs Growth Wales, the Morgan Trust and Flintshire County Council.

Any café/catering operation is operating in a hard business environment.  Margins are small, wastage can be high and footfall is crucial to building a sustainable profit. Apart from the quality of the food and service, marketing and promotion (especially of outside catering services) are central to building a customer base. The fact that the Big Lottery Funded chef has appeared on ‘Master Chef: the Professionals’ has raised the profile. Given that increasing footfall in this location has limitations, increasing spend per head and using the kitchen as a place from which food can be sold (as opposed to the café being a place where people go to eat) offers a more realistic opportunity to increase revenues (and margins).  

For this reason, Café Kim wants to develop online sales and this will require a different type of investment, different skills and organisation (e.g. delivery to a range of customers).  At this point, the support needs are less around raising additional finance (though producing ‘catering’ quantities of food and storing them will require bigger and better equipment than a café kitchen) and more about creating and maintaining a market presence in a competitive market place.Café Kim could not have gone ahead without both capital and revenue support from the Big Lottery Fund, and although KIM Inspire was a well established organisation, it would not have had the internal resources to support the development without additional support.

The staff at KIM Inspire felt that the Big Lottery Fund staff they dealt with did understand the special issues surrounding the establishment of a social enterprise and this meant that the relationship was positive and constructive.

We have noted elsewhere that social enterprises take time to develop and to build sustainability, even in markets that are attractive.  They often overestimate income and underestimate costs, especially the costs of marketing and promotion.  They can also underestimate the effect of delays in starting up on a business plan, as costs are accumulating at a time when there are no sales.

One implication here is the length of grants/investment support from the Big Lottery Fund; café Kim would have benefited from, say, five years funding (subject to performance) on a reducing scale.  Once performance can be predicted (on the basis of past sales and sales trends) then access to loan funding or ‘patient capital’ becomes an important next step in financial sustainability.

Annex D: Additional Data Tables

D1: Nations by the sectors the organisations operate in

	
	TOTAL 
	Housing
	Retail
	Workspace
	Business support/ consultancy
	Childcare
	Culture and leisure
	Social care 
	Healthcare
	Hospitality

	England
	65% 


	5%
	7% 
	2% 
	4% 
	5% 
	18% 
	18% 
	10% 
	2% 

	Scotland
	20% 
	11% 
	9% 
	0%
	5% 
	6% 
	22% 
	12% 
	6% 
	1% 

	Wales
	9% 
	12% 
	4% 
	4% 
	10%
	2% 
	16%
	14% 
	14% 
	6% 

	Northern Ireland
	6% 
	13% 
	6% 
	6% 
	3% 
	9% 
	22% 
	22% 
	13% 
	6% 


	(cont.)
	TOTAL 
	Employment/ skills
	Creative industry 
	Financial support/ services 
	Education 
	Environment
	Transport
	Other

	England
	65% 


	15% 
	4% 
	1%
	21% 
	6% 
	3% 
	12% 

	Scotland
	20% 
	12% 
	0%
	3% 
	11% 
	7%
	1% 
	16% 

	Wales
	9% 
	22% 
	2% 
	0%
	28% 
	14% 
	2% 
	12%

	Northern Ireland
	6% 
	22% 
	0%
	0%
	19% 
	6% 
	0%
	31% 


D2: Comparison of majority of income from trade with non-majority income from trade, by turnover

	
	Less than £50,001 turnover
	£50,001 - £100,000 turnover
	£250,000 - £1 million turnover
	More than £1million turnover

	0 -50% income from trading
	42%
	12%
	26%
	0.2%

	51% - 100% income from trading
	31%
	17%
	27%
	5%


D3: Full-time employees by nation

	
	TOTAL 
	0 
	1 – 5 
	6 – 10 
	11 – 15 
	16 – 20 
	21 – 50 
	51 – 100 
	>100 

	England
	65% 


	38% 
	39% 
	9% 
	2% 
	2% 
	3% 
	1% 
	2% 

	Scotland
	20% 
	35% 
	40% 
	9% 
	4%
	4% 
	3%
	0%
	3% 

	Wales
	9% 
	33% 
	34% 
	8% 
	4% 
	4% 
	4% 
	0%
	10% 

	Northern Ireland
	6% 
	28%
	38% 
	6% 
	6% 
	3% 
	0%
	3% 
	3% 


D4: Part-time employees by nation

	
	TOTAL 
	0 
	1 – 5 
	6 – 10 
	11 – 15 
	16 – 20 
	21 – 50 
	51 – 100 


	>100 

	England
	65% 


	21% 
	44% 
	14% 
	6% 
	3% 
	4% 
	1% 
	0.3% 

	Scotland
	20% 
	21% 
	48% 
	11% 
	6% 
	4% 
	2% 
	1% 
	1% 

	Wales
	9% 
	18% 
	34% 
	14% 
	4% 
	6% 
	2% 
	0%
	2% 

	Northern Ireland
	6% 
	9% 
	43% 
	13% 
	3% 
	3% 
	0%
	3% 
	3% 


D5: Number of full-time staff related to number of volunteers (volunteers on horizontal axis)
	
	TOTAL 
	0
	1 – 5 
	6 – 10 
	11 – 20 
	21 – 40  
	41 – 60 
	61 - 100
	101 - 500
	Over 500

	0
	32% 
	4% 
	14%
	26%
	22% 
	14%
	9% 
	4% 
	4% 


	1%

	1 - 5 
	35% 
	3% 
	20% 
	21% 
	28% 
	13% 
	5% 
	5% 
	3% 
	0%



	6 - 10
	8% 
	8% 
	5% 
	18% 
	18% 
	25% 
	10% 
	13% 
	5% 


	0%

	11 - 15
	3% 
	27% 
	7% 
	0%
	7% 
	27% 
	0%
	0%
	33% 


	0%

	16 - 20
	3% 
	14% 


	28% 
	21% 
	7% 
	7%
	7% 
	0%
	7% 
	0%

	21 - 50
	2% 
	9% 
	9% 
	18% 
	9% 
	27% 
	0%
	9% 


	0%
	0%

	51 - 70
	1%
	50% 


	0%
	25% 
	0%
	25% 
	0%
	0%
	0%
	0%


D6: Whether organisations think their turnover will increase, decrease or stay the same over the next 12 months.

Increase 

51% 

Decrease 

13% 

Stay the same 

25% 

Don’t know

11% 

D7: The extent to which employees are recruited locally

A large extent 
58%

Some extent


18%

Not very much 
3%

Not at all


4%

Don't know


0.5%

N/A
16%

D8: The extent to which employees are involved in decision-making 
A large extent 


   62%

Some extent

                  25%

Not very much
2%

Not at all
1%

Don't know
0.5%

N/A
10%

D9: The extent to which organisations ‘invest well’ in staff training and development 
A large extent
44%

Some extent


32%

Not very much
10%

Not at all

2%

Don't know


0.7%

N/A
11%

D10: The extent to which employees are recruited from people that are disadvantaged in the labour market


A large extent
21%

Some extent
34%

Not very much
17%

Not at all


6%

Don't know
3%

N/A
20%

ANNEX E: Online questionnaire + interview / focus group questions

	Question
	Issue/objective


	Question
	Answer options

	1
	SECTION A: Identification questions
	Organisation name
	OPEN

	2
	
	What year was the organisation established
	WRITE ANSWER AS A FIGURE

	3
	
	Postal address
	OPEN

	4
	
	Has your organisation ever received funding from the BIG Lottery Fund?
	Yes

No



	5
	
	Only if known – what is the Unique Reference Number for your grant from the BIG Lottery Fund?
	

	6
	SECTION B: Definition of social enterprise (filter questions)

Use as a ‘kick out’ question. 
	Does your organisation fit with definition:

Social enterprises are defined as “businesses 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 profit for shareholders and owners”. Does this describe your organisation?


	Yes

No

	7
	
	Approximately what proportion of your organisation’s total income is generated from trading activities?


	0 – 25%

26 – 50%

51 – 75%

75 – 100%

Don’t know



	8
	Use as a ‘kick out’ question. 
	Does your organisation use the majority of the surplus or profit from its contracts or trading, to further your social or environmental goal?


	Yes

No

	9
	Quality assurance question
	Can I check what your role is within the organisation?


	TICK ALL THAT APPLY

Owner

Managing Director/CEO

Partner

Finance Director/Manager

HR Director/Manager

Other Director

Departmental manager

Other manager

Administrator/secretary

Non-executive director/trustee

Other (Specify)

	10
	SECTION C: Establish the number and type of social enterprises BIG has funded.

How do these organisations vary and what are their characteristics? 


	Approximately how long has your organisation been trading?


	WRITE IN AS NUMBER OF YEARS. 

IF LESS THAN A YEAR ENTER AS A DECIMAL (e.g. half a year = 0.5, 3 months = 0.25)



	11
	CONSTITUTION/FORM
	Thinking about your organisation’s legal status, is it a …?


	Company Limited by Guarantee (CLG)

Company Limited by Shares (CLS)

Industrial and Provident Society (IPS) Cooperative

Industrial and Provident Society (IPS) Community Benefit Society (Bencom)

Community Interest Company Limited by Guarantee (CIC LG)

Community Interest Company Limited by Shares (CIC LS)

Sole proprietorship

Public Limited Company (PLC)

Limited Liability Partnership (LLP)

Charitable Incorporated Organisation (CIO)

Unincorporated Association

Trust 

Other (SPECIFY)

Don’t know
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	And which, if any, of the following terms would you use to describe your organisation?


	TICK ALL THAT APPLY

Cooperative

Leisure Trust

Social Firm

Housing Association

Registered charity

Development Trust

Public service spin-out (SPECIFY)

None of these

Don’t know
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	In which of the following areas does your organisation operate?


	TICK ALL THAT APPLY

England 

Wales 

Scotland 

Northern Ireland 

Internationally

Don’t know
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	Thinking about your organisation, what is the widest geographic area it operates across?


	Nationally 

Several regions

A region (e.g. West Midlands)

Several local authorities

A local authority

Your neighbourhood/locally

Don’t know
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	What is the principal trading activity of your organisation?

(I.e. What is the main product or service you sell/deliver to generate income?)
	Housing

Retail

Workspace

Business support/consultancy

Childcare

Culture and leisure

Social care

Health care

Hospitality

Employment and skills 

Creative industries - web, design print, 

Financial support and services

Education

Environmental – recycling, re-use, awareness etc.

Transport

Other (SPECIFY)
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	What, if any, are your organisation’s main social and/or environmental objectives?


	Improving a particular community

Creating employment opportunities

Supporting vulnerable people

Improving health and wellbeing

Promoting education and literacy

Addressing social exclusion

Protecting the environment

Addressing financial exclusion

Supporting children and young people

Supporting BAME (Black, Asian and Minority Ethnic) communities

Supporting the elderly

Supporting people with disabilities

Providing affordable housing

Supporting other social enterprises/organisations

Other (SPECIFY)

Don’t know
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	MARKETS


	How do you generate your income? 

(Tick ALL that apply)


	Trading with the public sector
Trading with the private sector

Trading with third sector organisations (e.g. charities, voluntary groups)
Trading with other social enterprises

Trading with the general public

Grants from the government/local authority/public sector

Other grants 

Donations

Other 

Don’t know
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	How do you generate your income? 

(what is your MAIN source of income)
	Trading with the public sector
Trading with the private sector

Trading with third sector organisations (e.g. charities, voluntary groups)
Trading with other social enterprises

Trading with the general public

Grants from the government/local authority/public sector

Other grants 

Donations

Other 

Don’t know
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	SIZE (employee)


	Including yourself if applicable, how many full-time paid staff are currently employed in your organisation across all sites in the UK, not just this location? 

(Full-time is commonly regarded as 35 hours per week or more)
	WRITE AS A FIGURE
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	Including yourself if applicable, how many part-time paid staff are currently employed in your organisation across all sites in the UK, not just this location? 

(Part time is commonly regarded as 34 hours per week or less)


	WRITE AS A FIGURE
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	Including yourself if applicable, how many volunteers are currently undertaken in your organisation across all sites in the UK, not just this location? 


	WRITE AS A FIGURE

	22
	
	How many full time staff did you employ 12 months ago?


	WRITE AS A FIGURE
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	How many part time staff did you employ 12 months ago?


	WRITE AS A FIGURE

	24
	
	How many volunteers did you undertake 12 months ago?


	WRITE AS A FIGURE
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	FINANCES


	Thinking about the last financial year (i.e. April 2012 – April 2013), what was your organisation’s annual turnover, or total income from all sources? 


	£0 

£1 - £5,000

£5,001 – £10,000

£10,001 - £20,000

£20,001 - £30,000

£30,001 - £50,000

£50,001 - £100,000

£100,001 – £150,000

£150,001 - £200,000

£200,001 - £250,000

£250,001 - £300,000

£300,001 - £500,000

£500,001 - £1 million

£1,000,001 - £5 million

£5,000,001 - £10 million

Over £10 million

Don’t know
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	Has your organisation applied for new sources of finance/funding, other than from BIG Lottery, for your organisation in the past 12 months?

	Yes

No
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	ALL ‘YES’ TO APPLYING FOR NEW SOURCES OF FINANCE/FUNDING

What form of finance/funding did you apply for?


	TICK ALL THAT APPLY

Capital Grant (e.g. to purchase a building or equipment)

Development Grant (e.g. to develop new products/services – this can include research and development)

Revenue Grant (e.g. to deliver a project or service)

Other Grant

Loan

Overdraft

Mortgage

Equity

Leasing/HP

Other (SPECIFY)

Don’t know
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	Thinking about the last 12 months has your organisation….? 


	Diversified into new markets

Expanded into new geographic areas

Developed new products and services

Attracted new customers or clients

Replicated or franchised 

Attracted investment to expand

Merged with another organisation

Acquired another organisation

Won business as part of a consortium

None of these

Don’t know

Not applicable – not trading long enough
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	And thinking about the next 12 months do you think your turnover will increase, decrease or stay the same? 


	Increase

Decrease

Stay the same

Don’t know
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	ALL INCREASE ANSWERS

How does your organisation plan on achieving this growth?


	Diversified into new markets

Expanded into new geographic areas

Developed new products and services

Attracted new customers or clients

Replicated or franchised 

Attracted investment to expand

Merged with another organisation

Acquired another organisation

Won business as part of a consortium

None of these

Don’t know

Not applicable – not trading long enough
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	Taking into account all sources of income in the last financial year did your organisation make a profit or surplus?


	Yes 

No

Broke even

Don’t know

Not applicable – not trading long enough
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	And thinking about the next 12 months do you think your profit or surplus will increase, decrease or stay the same? 


	Increase 

Decrease 

Stay the same

Don’t know
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	ORGANISATIONAL BEHAVIOUR/OPERATIONS


	To what extent do the following statements apply to your organisation?

· My organisation actively recruits staff locally

· My organisation reinvests profits locally

· My staff are actively  involved in decision-making 

· My beneficiaries are actively involved in decision-making 

· My organisation invests well in staff training and development

· My organisation employs people that are disadvantaged in the labour market

· My organisation measures its social impact

· My organisation actively aims to minimise its environmental impact
	TICK NUMBER ON SCALE:

1 - A large extent

2 - Some extent

3 - Not very much

4 - Not at all 

5 - Don’t know

6 - NA
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	SECTION D: Impact of BIG funding/support
	Date of award (if the exact date cannot be recalled, please write the year in which the award was made)


	WRITE DATE IN THE FOLLOWING FORMAT (MM/YYYY)
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	Amount awarded


	£0 

£1 - £5,000

£5,001 – £10,000

£10,001 - £20,000

£20,001 - £30,000

£30,001 - £50,000

£50,001 - £100,000

£100,001 – £150,000

£150,001 - £200,000

£200,001 - £250,000

£250,001 - £300,000

£300,001 - £500,000

£500,001 - £1 million

£1,000,001 - £5 million

£5,000,001 - £10 million

Over £10 million

Don’t know
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	Status of grant 


	Open

Closed
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	Project length


	WRITE AS A FIGURE IN YEARS AND MONTHS
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	At what stage has BIG’s funding supported your organisation’s development?

If you have received BIG funding more than once, please tick all stages of development.
	· Inception/seed (pre-start up)

· Start- up (products/services are in production and the organisation has started trading)

· Sustainability (post start-up -  running/trading with confidence in the long term)

· Growth (this could be in terms of size, diversification into new markets, geography, products or services etc.)

· Other (please specify)
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	How has BIG funding supported your organisations development?

If you have received BIG funding more than once, please tick all types of support.
	TICK ALL THAT APPLY

Supported core business activities

Enabled new project(s)

Supported the expansion/extension of existing projects

Supported new research and development

Business support

Financial readiness

Investment readiness

Developing the business model

Business planning

Project planning

Capacity building

Staff development/training

Transition support (organisationally)

Feasibility study

Consortia building

Bringing in external support/consultancy

To take on more/new work

To win new business/contracts etc. 

Marketing/public relations

Other (SPECIFY)

Don’t’ know
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	Has BIG funding supported your organisation to become more enterprising?


	Yes

No

N/A

Don’t know
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	ALL YES ANSWERS 

To what extent has BIG funding supported your organisation to become more enterprising?
	RATE YOUR ANSWER ON THE FOLLOWING SCALE:

1 – Very little

2 

3 – A moderate extent

4

5 – A significant extent
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	How do BIG-funded social enterprises manage uncertainty and risk during their development?


	How does your organisation manage uncertainty and risk during your development?


	TICK ALL THAT APPLY

· Developed a plan specifically for managing uncertainty and risk

· Managing uncertainty and risk is the responsibility of a dedicated member of staff

· Managing uncertainty and risk during the organisation’s development is embedded into the business model/business plan

· Managing uncertainty and risk is the responsibility of the board/trustees

· External support/consultancy/expertise is outsourced/bought in to manage uncertainty and risk

· Do not actively manage uncertainty and risk 

· Other (SPECIFY)

Don’t know
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	How do BIG-funded social enterprises plan for sustainability and view their likelihood of survival or growth?


	How does your organisation plan for sustainability?


	TICK ALL THAT APPLY

· Developed a plan specifically for sustainability

· Sustainability is the responsibility of a dedicated member of staff

· Sustainability is embedded into the business model/business plan

· Sustainability is the responsibility of the board/trustees

· Sustainability is factored into processes around financial forecasting (e.g. cash flow projections)

· External support/consultancy/expertise is outsourced/bought in to plan for sustainability

· Do not actively plan for sustainability

· Other (SPECIFY)

· Don’t know
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	How do you view your organisation’s sustainability (i.e. the financial security and organisational capacity to continue to trade and/or provide services)?


	RATE YOUR ANSWER ON A SCALE FROM 1 (VERY WEAK) TO 5 (VERY STRONG) FOR:

· Next 12 months

· Next 5 years
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	What are the three most significant barriers to your organisation’s sustainability currently?


	RANK THE THREE MOST SIGNIFICANT BARRIERS IN ORDER OF PRIORITY (1 = MOST SIGNIFICANT)

Lack of/poor access to finance/investment

Lack of/poor access to grants/philanthropic capital

Affordability of finance/investment

Cash flow

Lack of appropriate managerial skills/experience

Difficult to attract appropriately skilled/experienced non-executive directors or trustees

Time pressures
Difficulties in accessing/entering market(s)

Prohibitive commissioning/procurement with public services

Lack of access to/poor advice/business support

Understanding/awareness of social enterprise among banks and support organisations

Understanding/awareness of social enterprise among general public/customers

Regulatory issues (e.g. health and safety)

Lack of financial expertise

Lack of marketing expertise

Economic climate/recession

Other (SPECIFY)

None

Don’t know
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	What are the three most significant barriers to your organisation’s growth currently?


	RANK THE THREE MOST SIGNIFICANT BARRIERS IN ORDER OF PRIORITY (1 = MOST SIGNIFICANT)

Lack of/poor access to finance/investment

Lack of/poor access to grants/philanthropic capital

Affordability of finance/investment

Cash flow

Lack of appropriate managerial skills/experience

Difficult to attract appropriately skilled/experienced non-executive directors or trustees

Time pressures
Difficulties in accessing/entering market(s)

Prohibitive commissioning/procurement with public services

Lack of access to/poor advice/business support

Understanding/awareness of social enterprise among banks and support organisations

Understanding/awareness of social enterprise among general public/customers

Regulatory issues (e.g. health and safety)

Lack of financial expertise

Lack of marketing expertise

Economic climate/recession

Other (SPECIFY)

None

Don’t know
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	CLOSE


	BIG Lottery will be conducting further research on social enterprises. This will take place in the form of focus groups and interviews. Would you be happy to be re-contacted to take part in follow-up research for this survey?
	Yes

No

	
	
	
	


FOCUS GROUP / INTERVIEW QUESTIONS:

What type of Big Lottery funding did you receive?

How has Big Lottery Funding helped support your work?

What stage of your ‘journey’ do you think you are at as an organisation?

What does ‘sustainability’ mean to you?

What is the mix of income at your organisation?

How does your organisation think about risk?

Do you think Big Lottery funding helped your organisation become more enterprising?

What support did you receive to this end?

How confident are you now looking to the organisation’s future?

What would your overall feedback be to Big Lottery as a funder?

� These were based on various social enterprise characteristics, including: legal structures, organisational forms and trading levels. 


� Full survey questionnaire is in Annex E


� This is the definition used routinely by government and other external agencies.


� For example, for the State of Social Enterprise Survey 2013, respondents were considered to be out of the scope of the survey if they did not generate 26% or more of their income from trading activities.


� The Social Investment Forum is a collective of leading social investment and finance intermediaries (SIFIs) operating in the UK. 


� UnLtd, Impetus Private Equity Foundation, The Social Investment Business Group, Santander’s Social Enterprise Development Awards, Nominet Trust, Nesta, Lankelly Chase Foundation, Esmée Fairbairn, and the Department of Health, including their Social Enterprise Investment Fund and their Innovation, Excellence and Strategic Development grant programme. 


� These caveats may be due to a whole range of differences between surveys, including: methodology, sampling and research objectives. 


� For the State of Social Enterprise Survey 2013, respondents were considered to be out of the scope of the survey if they did not generate 26% or more of their income from trading activities. 


� For a breakdown of the legal models represented in the sample, see Annex A.


� For a breakdown of the organisational forms represented in the sample, see Annex B.


� See Annex D, Fig D1 for more information


� More information on trading / non-trading income in Annex D, Fig D2


� There is a breakdown of full-time, part-time by home nation in Annex D, Fig D3-4


� A further breakdown of this data can be found in Annex D, Fig D5


� Table does not include ‘don’t know’ responses which accounted for 8% 


� This table does not present ‘don’t know’ responses 


� Respondents were asked to identify all the trading activities that apply


� Data breakdown in Annex D, Fig D6


� Responses from those who think their organisation’s turnover will increase in the next 12 months, 


accounting for 51% of total sample


� Respondents were asked to identify all the main social and/or environmental objectives that apply


� Data tables go into more analysis of employment practices in Annex D, Fig 6-10


� Respondents were asked to state more than one source of finance or funding applied for


� This data is from the online survey (522 responses)


� It should be noted that it was not within the scope of this research to speak to social enterprises that had been unsuccessful in getting Lottery funding; successful applicants are likely to be more positive.


� The same is broadly true of UnLtd’s main grant programmes to individual entrepreneurs (which give small amounts of money for people to test ideas or start projects)


� It is noteworthy that from the total number of respondents that originally chose to participate in the survey, around 40% did not meet the basic criteria on being a social enterprise; this may indicate a low level of awareness around the concept
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