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Tools to help you meet the challenges
of the economic downturn and prepare
you for the economic upturn

1 Plan your business
What is the true picture of what is happening in your
organisation? Don’t sit back and hope; be prepared and
ready to take advantage of the upturn when it comes.

2 Plan your money
Do you manage your money, or does it manage you?

3 Plan your evaluation
Funders can’t support you without having evidence that
what you do makes a difference - are you sure it does?

4 Plan your image
The saying goes ‘never judge a book by its cover’.
But if your website, publicity and your staff look shabby,
will your stakeholders think your organisation is too?

5 Plan for change
Resilient organisations are flexible, quick-thinking and
responsive. Decision making needs to be based on facts;
plan for change and not because of it.

6 Plan the future
Above all don’t stop having new ideas: think differently,
think about innovation. Keep your eye on the future -
plan for the world next year, not the world tomorrow.
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m Retain an appropriate level of cash in reserve — cash

reserves buy you time to adapt should anything
unexpected happen such as a loss of income or a change
in the marketplace. There is ho absolute guidance on the
level of reserves a group should have - it depends on your
circumstances. Use your financial risk procedures to
estimate what would be needed to maintain your levels of
service provision in different outcomes. Create a reserves
policy to explain the need for your chosen level of cash
reserves to your supporters, funders and/or regulators.

Keep your cashflow forecast up-to-date — a cashflow
forecast is a simple and powerful tool, enabling you to plan
ahead, identify problem areas and reduce uncertainty.
Peaks and troughs in cashflow are to be expected for any
group, but if your forecast shows that you’ll be consistently
overdrawn you will have to look at bigger issues — is your
forecast accurate? Why are you overspending? Is it a larger
structural issue?

If you have a significant public profile look at using it as a
showcase for business sponsors — working with sponsors
provides you with another source of income, and can give
you a good business relationship to draw upon in the
future. In slow economic times, you may be able to work
out a mutually beneficial agreement where they supply you
with goods or services in lieu of payment. However, it is still
important (perhaps even more so) that the agreement is set
down in writing so each party knows where they stand.

Consider bartering goods and skills rather than money —
having a relationship with local suppliers whereby goods
and skills are exchange in lieu of payment can be greatly
beneficial, cushioning you from monetary shortages. For

example, you could provide some event tickets to a local
printer in full or part-payment of the printing of some flyers.
It’s important to be above-board about this, for tax
purposes and to prevent any potential conflicts of interest.
Make sure you get agreements in writing, so that if one
party reneges on an agreement then the other has recourse
in the law. You can barter with individual partners, or join

a local scheme such as LETS (Local Exchange Trading
Systems or Schemes) or Freeconomy.

m Save money on IT — by getting your computers from
organisations that supply reconditioned IT equipment to
charities, and by using free and low-cost open source
software. See Section 2 Plan your money for more on
financial planning.

Strategy and governance

An effective management committee with a clear and focused
strategy can make the difference between the success and
failure of a voluntary group.

m Invest time in strategic planning — having a strategic plan
doesn’t mean you can’t change direction at short notice
if the need arises, as long as the change is a strategic
decision based on reliable information. Reacting to every
change in the marketplace without being clear of what
effect this may have on your group as a whole can mean
you end up losing direction and missing the opportunities
these changes can provide. See An introduction to
strategic planning, later in this section.
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Do you manage your money, or does it
manage you? Do you know what impact
the downturn is having on you, or is likely
to have, or are you just guessing? Are
your finances and cash-flow in good
order? Are you clear about your reserves
policy, your exposure to pension liabilities,
any big bills looming? Is your budget a
real and live document you can rely on for
an accurate snapshot? If you have to cut
back can you be sure you will be doing so
in areas that really need it? Are there
areas where you are running unnecessary
systems, not taking advantage of cost-
sharing with other organisations,
subsidising projects from your reserves,
taking too much of the risk? Are you using
IT to the full to speed and simplify things?
Have you asked your staff and volunteers
for their cost-cutting suggestions?

In this section you will find the following
information and resources:

2 Plan your money

General

Integrating financial management into organisational culture
Twenty questions to ask when reviewing financial information
A manager’s financial management checklist

Minimum standards for financial management

ACEVO’s full cost recovery business planner

Creating a financial risk policy

Funding

The secrets of financial sustainability

How to write a successful funding application
Funding and finance introductory pack

Gift Aiding - make it work for you

Top tips

Budgeting

Cash flow forecasting
Controlling cash
Warning signs of fraud

Grant management
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How Mango can help

You may have to register with Mango to access some of the
resources on the Mango website.

Mango provides free resources from their Guide to Financial
Management for NGOs. Download practical advice,
guidance and tools to start using today.

Mango delivers training courses all round the world. These
courses help finance and non-finance staff build up their skills
and confidence. They are specially designed for NGOs, and
have rave reviews!

See www.mango.org.uk/training for courses near you.
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Funders can’t support you without having evidence that
what you do makes a difference - are you sure it does?
Are your monitoring and evaluation systems giving you
the information you need, are they non-existent or a
mish-mash of different funders’ requirements you can’t
collate and use? Do you know what you do best, and
why? Are you doing what you enjoy, or what really
serves your users best?

In this section you will find the following information and
resources:

® Monitoring and evaluation - a general guide
B Monitoring and evaluation toolkit
H A tool for measuring your social impact

® Monitoring and evaluation jargon buster
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Keep a check on your income and expenditure throughout the
project. Compare this with your original estimates and make
necessary adjustments.

4 What are your performance indicators?

Outputs and outcomes

This may sound like scary jargon, but once you break the
words down they make simple sense. And once again,
funders may well ask questions using these terms, so it’s
worth getting clued-up. All it really means is taking each of
your aims and objectives and asking ‘What signs
(performance indicators) will show us that the change we
hoped for has happened?’ Simply put, performance
indicators guide you on the sort of information you’ll need to
collect to help you make judgements and evaluations.

There are two main types of performance indicators that we
will look at:

Output indicators — which help you assess the progress you
are making towards your objectives.

Outcome indicators — which help you assess the progress
you are making towards your aims.

Output indicators help you measure the success of the
activities, and what happened as a result of the project. They
show how close to your original objectives you were. For
example, if you set out to do workshops with 20 young
people, what numbers did you actually get?

Outcome indicators help you measure whether you are really
bringing about the changes you aim the project to make to
your group and the people you are working with, like
increased skills, confidence and knowledge. What will show
that these things have changed? Before you start you will

need to decide what indicators will help you prove how
successful the project is.

But make it easy on yourself:

m Limit the number of indicators you want to look for — there
is no point collecting information that you don’t need.

m Make your indicators user-friendly — will it be easy, or even
possible, to collect the information you need against the
indicators you have chosen?

The next section will look at the different information you can
gather about your indicators, and the tools to measure and
record it.

During the course of the project, you will need to carefully
monitor your progress, looking at who is taking part and how
many people are attending, who’s contributing what, and
what they have gained from it. This information will help you
evaluate the success of the project at the end.

Who'’s involved?
Measuring attendance

Who is taking part, and how many of them are there? You
can collect data on the participants’ demographics — where
they come from, their age, gender, and ethnicity; disabilities;
how they found out about the event; how they got there;
whether they’ve been involved before and if they’ll come
again. Ask questions that reflect what is most important to
you. You might want to use one of the following tools for
measuring attendance:
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4 Plan your image

The saying goes, ‘never judge a book by its cover’ but In this section you will find information and resources on:
if your website, publicity and your staff look shabby; will
your stakeholders think your organisation is too? Say

it loud and say it proud. First impressions do count, so m Publicity explained
make sure it’s a good one. Keep out there — don’t give
in to the temptation to stay in the office with your head
down. Identify your most valuable networks and invest m How to write a press release
for the future by staying in close touch.

m Developing a communications strategy

m Planning a marketing campaign

B Networking - not just nattering
And remember in a time of downturn, private business
may not be doling out the cash, but be creative how else
could you use the skills, knowledge and expertise of a
particular private sector company that could benefit

you both?

m Corporate social responsibility
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Whether your communications strategy is designed for a
specific project or for the same period as your organisational
strategy, it should establish the following:

m objectives

m audiences

B messages

m tools and activities

M resources

m timescales

m evaluation and amendment

Objectives

Your objectives are the key to the success of your
communications strategy. They should ensure that your
communications strategy is organisationally driven rather than
communications driven. Your communications activity is not
an end in itself but should serve and hence be aligned with
your organisational objectives. Ask yourself what you can do
within communications to help your organisation achieve its
core objectives.

Aligning your communications and organisational objectives
will also help to reinforce the importance and relevance of
communications and thereby make a convincing case for the
proper resourcing of communications activity within your
organisation.

Audiences

You should identify those audiences with whom you need to
communicate to achieve your organisational objectives. The
best audiences to target in order to achieve an objective may
not always be the most obvious ones, and targeting
audiences such as the media may not always help achieve

your objectives. Everyone would like a higher media and
political profile, yet activities aiming towards this may
ultimately be self-serving and only communications driven,
with no wider impact. They can even have a negative effect if
you dedicate resources towards this that would otherwise be
put towards communicating with key stakeholders.

Messages

Strategic targeting and consistency are key to your
organisation’s messages. Create a comprehensive case
covering all the key messages, and emphasise the different
elements of the case for different audiences.

To maximise impact you should summarise the case in three
key points which can be constantly repeated. Remember that
communication is all about storytelling: use interesting
narrative, human interest stories and arresting imagery.

Tools and activities

Identify the tools and activities that are most appropriate to
communicating the key messages to the audiences. These
will be suggested by your audiences, messages, or a
combination of the two. For example, an annual report is a
useful tool in corporate communications whereas an email
newsletter lends itself well to internal communications. Ensure
that you tailor your tools and activities to the level of time and
human and financial resources available.

Resources and timescales

The key rules to observe are always to deliver what you
promise and never over promise. Use your resources and
timescales to set legitimate levels of expectations and outline
the case for more dedicated resources.
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5 Plan for change

Resilient organisations are flexible, quick-thinking and In this section you will find information and resources on:
responsive. Look into the future and think through a range .
of scenarios — what if a key funder pulls out? What if your
rent goes up? Will job uncertainty risk you losing key [ ]
staff? Know and manage your risk areas. Explore your .
strategic options so that you can adapt quickly in ways
that don’t threaten your core identity and aims. Decision m Community interest companies
[ |
[ |

Making change work for you
Taking your stakeholders with you

HR issues in a recession

making needs to be based on facts; speed of decision
making needs to improve. Share information, ask for
ideas and support, build everyone’s engagement with any
changes. If things are shaky help people to feel safe and
valued, particularly key staff. Retaining and motivating the
best people, and the involvement of your service users,

is critical to your future.

Social enterprise in the third sector

Further resources, help and advice
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How can organisations help their people through
the change?

Change is more likely to be successful if you are clear about
the processes of decision making, and if everyone affected
by the changes is able to participate in some way. Unless
people have been involved in the planning process the initial
response to new ideas is likely to be resistance. Managers
can assist the change process, making the journey one
where there is opportunity for it to be a positive learning
experience, by:

m Explaining why, so that everyone understands the reasons
for change.

m Providing a clear picture and vision of the future, changed
organisation.

m Minimising surprises — give people advance warning where
possible.

m Seeing the change as adding to, not demolishing, the past.
Do not to give the impression that the future will be better
than the past - this may imply that previously the
organisation and peoples work was not good enough.

m Taking everyone into account. People will react differently
and at different times. Handle negativity carefully — a severe
response may close down discussion.

m Managing time. Everyone needs time to understand and
work through the stages. Plan out and publish the time
available for discussion, a timetable for making decisions,
and an overall timetable for the change process.

m Creating a climate of trust — be honest, open and clear
about the process. Offer all the relevant information,
eg how difficult decisions will be made, by when, and the
criteria for making them.

m Creating structures for communication and involvement.
Show clearly how people can become involved,
eg bulletins, briefings, staff and one-to-one meetings give
people the chance to offer ideas, concerns and resolve
conflict. Involvement helps people learn, ensures ideas are
practical and leads to a sense that the change came from
within rather than being ‘done to’ them.

m Listening to ideas and suggestions and showing that you
are genuinely considering them.

m Being available and supportive.

m Watching for side affects — new skills may be needed, pay
scales adjusted, systems updated.

m Looking for examples of the change working right from the
start, and celebrating these. People need recognition and
to feel worthwhile.

m Avoiding creating obvious ‘losers’ from the change
(but if there are some, be honest with them early on).

m Providing necessary instructions and creating opportunities
for learning so that people feel equipped and confident.
Learning has a key role to play in introducing, supporting
and helping staff. Give individuals the chance to find
suitable learning methods for themselves — don’t expect
everyone to want or benefit from the same approach.
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HR issues in a recession

Charitable organisations often don’t pay enough attention
to HR; it’s scary because it’s seen as complicated,
technical and threatens legal problems if not handled
properly. At the best of times this attitude can lead to
stress for your staff and inefficient working practices,

but if you are facing the prospect of making cuts in staff
hours or posts you need to smarten up your ideas and
face the reality of the situation. It’s never great to lose
your job, but if you are open, honest, consultative and
well-organised you can make the experience much better,
both for those who go and those who stay.

This resource isn’t a complete guide, but it will help you
think through the major issues and signpost you to
sources of help.

This is a general guide to considering redundancies and other
ways of reducing staff costs. It’s important as you read it that
you think about how these general principles will apply for
your charitable organisation or social enterprise.

You may also want to consider:

m Is the problem an overall loss of income, or just a gap in
funding? Could you bridge this by negotiation with a funder
or seeking a loan?

m Has the problem come about because of poor funding
planning? Do you need to review your funding strategy
to avoid similar problems in future?

m Do you have a personnel committee? A small group can
deal with redundancy processes together, share information
and skills.

m Consider finding an HR professional to offer volunteer
support.

Think long term

m Think creatively about how to reduce employment costs,
such as new ways of working and work re-organisation.

See CIPD Research Insight’s Smart Working: the impact
of work organisation and job design.

m Remember that making people redundant and recruiting
again later when the market picks up is expensive.

m Protect and make the most of the training budget — focus
resources on key areas such as improving line management
capability and customer service.

m Bear in mind your long-term reputation and responsibility
to act as a fair employer.
Maintain employee engagement

m Redouble your efforts to boost or maintain employee
engagement.

See CIPD Research Insight’s Employee Engagement
in Context.

m Manage expectations and set a clear sense of direction.

m Keep employees in the picture even when there is little
concrete news.

See the Acas guide Employee Communications and
Consultation.

m Use all available media to beat the rumour mill.

m Think about creative, non-financial ways of motivating
employees such as recognition schemes, team-building
days and employee awards.
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Community interest companies

If you are thinking of setting up a new organisation,

or developing the trading aspect of your work, it could
be useful to look at the different options available to you.
CIC’s are a new way of setting up an organisation that
serves its communities so if you go down this route be
aware that the nature and role of CIC’s will change a lot
over the next few years.

Community Interest Company (CIC) status has been
developed for people in the UK who wish to develop social
enterprises, ie businesses that benefit the community, not
just the owners, employees or shareholders. This briefing
explains the nature of this type of company and considers
its advantages and disadvantages in comparison with other
organisation types.

CIC status has been available in England, Wales and Scotland
since June 2005.

What are community interest companies?

CIC status is designed for people who wish to run a company
for the benefit of the community, rather than solely to make
money. The main feature of CICs is that they are asset locked
to prevent the assets (cash, goods, property, etc) and profits
of the company being used for anything other than
community benefit.

Under the asset lock, a CICs assets and profits may only be:

m retained within the company for community purposes

m transferred to another asset-locked organisation
(eg another CIC or a charity) specified in the CIC’s
governing documents or approved by the CIC Regulator

m sold at their full market cost, so that their value is retained
by the CIC
m otherwise transferred for the benefit of the community

The CIC Regulator is responsible for ensuring that the asset
lock is maintained, and any stakeholder (ie anyone with

a stake in the company, such as an employee, shareholder
or client) who believes that it is being breached can ask the
Regulator to take action.

What is a ‘social enterprise’?

Social enterprises are defined by the UK Government as
‘businesses with primarily social objectives whose surpluses
are principally reinvested for that purpose in the business or
in the community, rather than being driven by the need to
maximize profit for shareholders and owners.’ By using the
principles of business to help communities, the Government
believes that social enterprises have a distinct and valuable
role to play in helping create a strong, sustainable and socially
inclusive economy. CIC status has been designed to support
this growing sector by creating an appropriate legal
framework and by helping to raise its profile.

The rules of CICs

m CICs can be private companies limited by shares or by
guarantee. Like any other type of company registered under
the Companies Act 1985, CICs must conform to general
company law.

m A charity cannot be a CIC unless it gives up its charitable
status. However, a charity may register a CIC as a
subsidiary company. In this case the CIC (eg a charity shop)
would be permitted to pass assets to the charity.
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m CICs must register with the CIC Regulator and submit
annual reports to demonstrate that they are working in the
interest of the community and that the asset lock is being
observed.

m CICs are governed by a board and shareholders/members.

m CICs must involve their stakeholders in decisions and
include evidence in their annual report to the CIC Regulator
on how they have done so.

m The memorandum and articles of association of a CIC must
comply with the requirements of the CIC Regulator. Model
memorandum and articles of association documents are
available on the CIC Regulator website.

m CICs are taxed in much the same way as any other
company, and are eligible for the same tax concessions
and grants (eg due to their type of activity or location) as
any other company.

m CICs can borrow money, but there is a limit, set by the
Regulator, on how much interest they can pay. They can
be funded from a variety of sources, including grants
and donations, loans from high street banks and other
institutions. Additionally, by investing through Community
Development Finance Institutions, investors themselves
may benefit from Community Investment Tax Relief of five
per cent per annum, which can provide additional funding
for CICs working in disadvantaged areas.

m CICs cannot be formed to support political activities.

What is ‘community benefit’?
This includes such things as:

m empowering local people

m regenerating disadvantaged areas

m improving the environment

m providing local services (such as education, leisure,
childcare provision, transport, housing, etc)

CICs are not supposed to deliver essential public services
such as hospitals and schools. Instead, they are intended to
complement core public services.

Why should we form a CIC?
The CIC structure is particularly useful for:

m Organisations that are going to earn all or most of their
income through trading (charging for goods or services)
and do not have charitable objects as defined by their
charity regulator.

m Organisations that are going to earn all or most of their
income through trading and have charitable objects, but do
not want the limitations of charitable status and are willing
to forego the tax and other advantages of charitable status.

m Charities’ trading subsidiaries.

However, most organisations that are set up for the benefit
of communities will, in all probability, choose to become (or
remain) charities, as long as they are eligible to do so (refer to
the Charity Commission website for eligibility criteria). The
main advantages of running a charity are that they attract a
wide range of funding opportunities and enjoy certain tax
advantages, including relief from corporation tax, capital
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A modern economy requires and builds social capital. Social
capital is comparable with physical capital and human capital,
which are, respectively, the tools and training that enhance
individual productivity. Social capital refers to features of
social organisation, such as networks, norms and trust, that
facilitate co-ordination and cooperation for mutual benefit.
Social capital enhances the benefits of investment in physical
and human capital. The experience of successful ventures
builds social capital and the foundations for further
collaboration and further development.

Thus social enterprises not only create new economic
institutions but also build organisational capacity and
associational behaviour which, in turn, has positive effects
on societal development. They develop the ability and
willingness of community members to initiate projects,
programmes and businesses, to organise these ventures,
and to keep them running. This body of talent, skill and
experience is known as a community organisational capacity.
It is at once the key product of, and driving force behind,
pro-poor economic development.

Running in parallel to social enterprise is the Corporate Social
Responsibility agenda in the traditional business community.
This is a wide-ranging arena that involves businesses looking
at how to improve their social, environmental and local
economic impact by meeting targets on good corporate
governance or making voluntary contributions to the local
economy. Often private businesses will look to partner with
charities, voluntary organisations or social enterprises in order
to achieve this. In addition, private business is experimenting
with new forms of organisation. Corporations increasingly
seek to raise employee involvement, create teams, build
partnerships with suppliers and encourage customers to
participate in ‘communities’ on company websites. Many

debates surround these developments; however it is clear
that corporations are accepting that the future of business will
be different from its past.

Types of social enterprise

Co-operatives are associations of persons united to meet
common economic and social needs through jointly owned
enterprises.

Employee-owned businesses, a form of co-operative,
create or preserve jobs that help to keep businesses running
and protect profits from being lost to remote shareholders.

Social firms are small businesses created to provide
integrated employment and training to people with disabilities
and disadvantages.

Development trusts are key actors in community-based
regeneration.

Intermediate labour market companies provide training and
work experience for the long-term unemployed.

Social and ethical businesses use trade to raise money for
specific commitments and are set up by charities or non
governmental organisations, or simply ethically minded
individuals.

Community businesses can be any of the above but with a
particularly strong geographical definition and focus on local
markets or services.

This publication does not assert that social enterprise is
better than other forms of organisation, or that all activity

in the Third Sector can be better delivered using a social
enterprise model. We understand that many activities,
particularly in the voluntary and charitable sector, can only be
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undertaken through regular donations of time and money.
However we would argue that social enterprise has an
important role to play, and believe that it should always be
considered as a way of diversifying and strengthening income
streams.

This publication provides an introduction to the many forms
of social enterprise. In establishing a new social enterprise,
the principle that ‘structure follows strategy’ is important.
Social entrepreneurs, who can be individuals or whole
communities should first focus on developing viable business
strategies. Once the objectives are clear the community can
adopt the appropriate structure from the options open to
them. Which form of social enterprise is best will depend on
the circumstances and people involved. A good structure
allows flexibility for growth and changing needs. The typology
given here should not be interpreted rigidly: in some cases
new ways of organising will be called for, and many
interesting developments tend to spring up at the interfaces
between existing types of organisation.

A regular cause of upset in this sector of the economy are
labels and definitions. Trying to accurately define a social
enterprise can be very difficult. If you are engaging with social
enterprises for the first time, we hope the information here will
help you recognise the characteristics shared by all socially
enterprising organisations. But do not be put off by any
language, acronyms or classifications. Use them if they help,
but be confident about ignoring them if they do not. Above all,
remember that social enterprise is a concept or movement,
not a tightly defined business model. This concept has an
important role to play in the 21st century economy and will
present good business opportunities. As with all business
development, creativity and innovation is called for.

The social enterprise business model has much to offer
to all kinds of communities. It can often provide solutions
to important issues of social and economic development.
Developing a social enterprise can be very rewarding to
both the individuals involved and society as a whole.

Social enterprise explained

Social enterprises are competitive businesses that trade

for a social purpose. They seek to succeed as businesses
by establishing a market share and making a profit. They
emphasise the long-term benefits for employees, consumers
and the community. They bring people and communities
together for economic development and social gain by
combining business excellence with action for change.
Social enterprises share three common characteristics:

Enterprise orientation

They are directly involved in producing goods or providing
services to a market. They seek to be viable trading concerns
making an operating surplus.

Social goals

They have explicit social aims such as job creation, the
provision of local services, or combat of social exclusion.
They are accountable to their clients and the wider community
for their social, environmental and economic impact.

Non-private profit distribution

They use their operating surplus, or profit, to enable them

to achieve their social goal. This is often reflected in a social
ownership structure which protects profits from escaping
elsewhere. Social ownership is common among social
enterprises, but is not uniform and other approaches of profit
distribution, (living wage, lower prices, reinvestment in new
services), allow for goals to be met.
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Statement of co-operative identity

Definition

A co-operative is an autonomous association of persons
united voluntarily to meet their common economic, social,
and cultural needs and aspirations through a jointly owned
and democratically controlled enterprise.

Values

Co-operatives are based on the values of self-help, self-
responsibility, democracy, equality, equity, and solidarity.
In the tradition of their founders, co-operative members

believe in the ethical values of honesty, openness, social
responsibility, and caring for others.

Principles

The co-operative principles are guidelines by which
co-operatives put their values into practice.

First principle: voluntary and open membership
Co-operatives are voluntary organisations, open to all
persons able to use their services and willing to accept the
responsibilities of membership, without gender, social, racial,
political, or religious discrimination.

Second principle: femocratic member control
Co-operatives are democratic organisations controlled by
their members, who actively participate in setting their
policies and making decisions. Men and women serving as
elected representatives are accountable to the membership.
In primary cooperatives members have equal voting rights
(one member, one vote), and co-operatives at other levels are
also organised in a democratic manner.

Third principle: member economic participation
Members contribute equitably to, and democratically control,
the capital of their cooperative. At least part of that capital is
usually the common property of the cooperative. Members
usually receive limited compensation, if any, on capital
subscribed as a condition of membership. Members allocate
surpluses for any or all of the following purposes: developing
their co-operative, possibly by setting up reserves, part of
which at least would be indivisible; benefiting members in
proportion to their transactions with the co-operative; and
supporting other activities approved by the membership.

Fourth principle: autonomy and independence
Co-operatives are autonomous, self-help organisations
controlled by their members. If they enter into agreements
with other organisations, including governments, or raise
capital from external sources, they do so on terms that ensure
democratic control by their members and maintain their
co-operative autonomy.

Fifth principle: education, training and information
Co-operatives provide education and training for their
members, elected representatives, managers, and employees
so they can contribute effectively to the development of their
co-operatives. They inform the general public — particularly
young people and opinion leaders — about the nature and
benefits of co-operation.

Sixth principle: co-operation among co-operatives
Co-operatives serve their members most effectively and
strengthen the co-operative movement by working together
through local, national, regional, and international structures.
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Seventh principle: concern for community

Co-operatives work for the sustainable development of their
communities through policies approved by their members.
Co-ops are organised by and for their members who come
together to provide a shared service from which they all
benefit. The model can be applied to a variety of activities,
from the more traditional retail and banking co-operatives
to the newer housing or telecommunications co-operatives.

Co-operative retail

When most people think about co-operatives, they think
of the Co-op supermarket where their parents might have
shopped. Consumer co-operatives, including Co-operative
Funeralcare, the Co-operative Pharmacy and Travelcare
netted over £7 billion in revenues in 2005.

Housing co-operatives

Co-operatives in the housing field take many forms.
Ownership co-operatives exist where the co-operative
itself owns the properties in which people live. In a tenant
management co-operative, the co-operative manages
properties owned by a housing association or local authority.
Self-build co-operatives occur when people contribute
their own skills to build homes for themselves and other
community members. These co-operatives form a small
but growing part of the social housing sector. They are
increasingly recognised as one of the most successful
forms of social housing.

Care co-operatives

Care co-operatives in the UK are a relatively recent
phenomenon. Most have been founded since the 1990s. The

UKCC report ‘Co-operating in Care’ found that these co-
operatives not only provide quality care, but that they are
thriving as businesses and have experienced rapid growth.

Food co-operatives

Co-ops are addressing one of the problems of bringing
affordable high-quality food to so-called ‘retail deserts’, often
where other retailers refuse to trade. Self-help ventures can
exhibit differing levels of sophistication from a community fruit
and vegetable service, or joint wholesale buying group, to a
full community shop with paid members of staff.

Case study: South East London Doctors Co-operative
(SELDOC)

Set up in April 1996 SELDOC is a GP co-operative providing
out of hours general medical services to its GP members from
a base leased within Dulwich Hospital in London. From the
outset SELDOC was designed to be operationally self-
sufficient, providing all aspects of the service from within the
organisation, under the values of being Co-operative.

SELDOC is owned, managed and financed by its GP
members and local location partners, who hold a share
equivalent to £1. It has grown from a membership of 120 to
500 GP members, which represent about 90% of all GPs from
the London Boroughs of Lambeth, Southwark and Lewisham.
It serves approximately one million patients across the

three boroughs.

The co-operative operates a 24-hour answering service and
provides a duty doctor service between 6.30pm and 8.00am
weekdays and 24-hours on weekends and bank holidays.
Doctors discuss patients’ problems over the phone — over
60% of calls conclude as telephone advice. Face to face
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consultations are also carried out at primary care centres

at Dulwich Hospital and Lewisham Hospital. If patients are
unable to travel, mobile doctors are sent to visit them in their
home. A limited company, SELDOC operates as a not-for-
profit organisation and is proud to identify itself as a social
enterprise because any surplus accumulated is put back into
the co-operative to support new co-operative businesses.
SELDOC currently employs over 68 non-clinical staff in

a variety of roles including administration, call handlers,
receptionist and drivers. There is an executive management
team that ensures the smooth running of the organisation.

One of the key issues for SELDOC is to make the best use of
the resources they have, in order to provide a comprehensive
out of hours medical service to local residents. According to
Dr Ashish Dwivedi, General Manager of SELDOC, the key to
their success is the that fact that the service is based on local
GPs in local practices serving local people. It means that
there is a much stronger sense of ownership than with GPs
who do not operate in such a localised way. Also vitally
important is the organisation’s structure. The fact that the GPs
are working in a co-operative means that they are both owner
and worker — something that gives them a sense of pride and
commitment to their job. As owner-workers, they are more
involved and engaged and have direct control and influence
over its actions.

SELDOC is planning to develop its service offerings further,
which will benefit local people, as well as building on its
innovation and entrepreneurialism, and responsiveness to
local health needs.

For more information visit www.seldoc.co.uk.

Other models of co-operation

Mutual societies

Many organisations in the financial and insurance sectors are
operated along principles of mutuality. That is, in order to
raise funds from a membership or customer base for use in
providing common services to these members. Mutuals exist,
therefore, so that their members can benefit from the services
they provide. The more recognisable types of mutual include
Building Societies, insurance mutuals and pension funds
which all have the main aim of pooling individual resources
in order to increase returns. One model of financial mutual,
the Credit Union, is particularly pertinent in the third sector
because of its community focus. A credit union is owned

and controlled by its members who share a common bond.
This can be: a geographical bond, where only residents of

a particular area can join; an industrial or employment bond
where only staff of a particular organisation can join; or an
associational bond, for example through membership of a
trade union. Members of a credit union save in a common
fund so as well as being a good savings option, with
successful credit unions paying an annual dividend of up to
8%, the money can also be used to make low interest loans
to other credit union members.

Societies for the benefit of the community

Community Benefit Societies, or BenComms, are run and
managed by their members, but instead of profits being
distributed to the members they are passed on to the wider
community. The society for the benefit of the community
model is commonly used by certain sectors of the voluntary
and community sector, for example housing associations,
community transport groups, football supporters’ trusts,
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allotment societies, the Royal British Legion, Rugby Union
clubs, and Women’s Institute market societies. In recent years
a number of leisure trusts have been created to deliver leisure
services on behalf of local authorities. Several of

these, including the pioneering Greenwich Leisure Ltd, are
BenComms because it is not just the specific users that
benefit from the provision of this particular public service,

but all sections of society.

Employee-owned businesses

Employee-owned businesses are simply businesses that are
owned and controlled by the people who work in them. They
range from small niche ‘lifestyle’ cooperatives, to large firms
such as the John Lewis Partnership. Employee ownership has
the potential to flourish in an increasingly knowledge-driven
economy where employee participation is the key to tapping
into workers’ know-how and to building loyalty. Employee-
owned businesses can benefit from the following
characteristics:

Organisational efficiency

Employee ownership increases productivity particularly when
combined with participation. Studies of employee ownership
show that these firms are more productive, more profitable
and grow faster than other firms.

Personal development

Studies show that workers in employee-owned firms have
higher job satisfaction; ownership enhances personal dignity,
contributes to motivation and identification, and supports
personal growth. Employees also receive a financial reward
through profit sharing.

Social value

Employee ownership has been an effective tool both for job
creation and for job retention through the buyout and rescue
of firms. As such, employee ownership contributes to

a community’s economic development.

Employee ownership can take several forms based on the type
of ownership. The simplest form is a standard worker’s co-
operative in which each employee have an equal say in how
the business is run and an equal share in the profits made. In
a ‘share plan’ model the business structure is designed so
that all employees have membership rights as well as the
right to a share in the profits, but the extent of these may
depend on factors such as the length of time they have been
employed or the position they hold. The ‘agency model’ is
used when members are self-employed but co-operate to
provide work-related services, such as premises or shared
admin functions. Several GP surgeries are set up in this way.

Case study: Calverts

Established in 1977, Calverts is a unique graphic design and
print co-operative offering strong and persuasive graphics,
publications, identities and campaigns, and supported by

a commitment to co-operative, social, environmental and
business ethics.

Calverts does more than make a profit. It is founded on

the seven co-operative principles of voluntary and open
membership, democratic control, member economic
participation, autonomy and independence, education and
training, co-operation with other co-operatives, and concern
for community.

Thanks to their model of employee-ownership, Calverts are
able to provide tried and tested business solutions with a
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‘co-operative advantage’, offering direct democratic input
from stakeholder groups. Co-operative businesses are
managed by the people who benefit directly from their
services and Calverts believe that this ‘bottom up’ philosophy
means that they can often meet the needs of their customers
more effectively than other business models.

Sales Director Arthur Stitt says: ‘Calverts’ innovative way
of working maximises worker involvement. Our policies of
collective decision making, equal pay and flexible working
patterns all contribute to a healthy, productive, profitable
business which, in turn, allows us to invest in talented
individuals and the latest and best systems, processes and
environmental technologies.’

Aside from their enthusiastic commitment to democratic
business practices, Calverts are also proud of their
environmental credentials. They actively promote
environmental efficiency and uses recycled papers and
vegetable based inks. They are GreenMark accredited,
signatories to the Lord Mayors Green Procurement code and
members of the Forestry Stewardship Council which allows
them to offer paper from sustainable sources.

Calverts works with a diverse of non-profit making
organisations such as Social Enterprise London, Minority
Rights Group International, Landmine Action and the National
Institute for Mental Health. They also work with schools and
colleges such as the British School of Osteopathy and most
recently produced a distinctive full colour brochure for the
Fashion Design department at the University of Westminster.

Calverts can be contacted on 0207 739 1474,
info@calverts.coop or see www.calverts.coop for further
information.

Social firms

A social firm is a business set up specifically to create
employment for people with a disability. They place particular
emphasis on the fact that the majority of turnover should
come from the sale of products and services, so that they
can be distinguished from projects which have an enterprise
element, but whose core purpose is care, rehabilitation

or training. Social firms tend to set up in new sectors for
example ICT and tourism instead of those in which disabled
people are traditionally employed, such as assembly or
furniture making. Social Firms UK, the agency the supports
this form of social enterprise, suggests three core values
that all social firms subscribe to within their businesses -
enterprise, employment and empowerment. Their website
sets out the following criteria based on these core values:

Enterprise

Social firms are businesses that combine a market orientation
and a social mission (‘businesses that support’ rather than
‘projects that trade’):

m At least 50% of the firm’s turnover is earned through sales
of goods and/or services.

m The firm has an appropriate legal status. It must not be
governed or driven by individual profit (except for worker
co-operatives). Remote shareholders must not extract
unreasonable profit.

m The firm is trading and follows business processes, such as
having a business plan in place.

m The firm has a constitution or written guiding principles that
reflect its employment objective regarding disabled people.

m The firm has a management structure that supports trading
as the firm’s primary purpose.
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Employment

Social firms are supportive workplaces where the working
environment is one that provides all employees with support,
opportunity and meaningful work:

m More than 25% of employees are disabled people — please
note that used here ‘disabled’ includes those who are
disadvantaged by mental health problems. All employees
have a contract of employment and market wage at or
above national minimum wage.

m An equal approach is taken to the type of employment
contracts used (permanent, fixed term, temporary) between
disabled and non-disabled staff.

m The firm operates processes to engage employees in their
own and the organisation’s development.

m The firm has procedures and policies in place in respect of
Equal Opportunities and Health and Safety.

m The firm is compliant with relevant employers legislation,
eg Disability Discrimination Act and National Minimum
Wage.

m All employees have the opportunity to progress either
within the Social Firm or into alternative employment as
appropriate.

m The firm is acknowledged as a good employer by
employees and stakeholders.

m The firm is acknowledged as a good employer through an
external accreditation process.

Empowerment

Social firms are committed to the social and economic
integration of disabled people through employment. A key
means to this end is economic empowerment through the
payment of market wages to all employees:

m Reasonable adjustments are made for employees relevant
to their needs.

m Staff development is a priority for the firm to maximise each
employee’s ability and potential.

m There are processes in place for managing stress. Staff are
encouraged to have control over their working environment.

m The firm demonstrates a commitment to maintaining staff
confidentiality. There is a procedure in place that
demonstrates when staff have agreed what information can
be shared.

m Volunteers have agreements that reflect good practice in
volunteering.

m The firm provides disability, equality and awareness training
to all staff as appropriate (eg mental health awareness).

m The firm has an added emphasis on training for disabled
staff. Training reinforces and builds on learning and takes
account of developing social skills as appropriate.

m The firm’s organisational structure is enabling and
encourages staff to participate in business decisions as
appropriate.

m Trainees, work experience candidates and volunteers have
different programmes and responsibilities to those of
employees. Training should be time-limited and should lead
to an award once competences are achieved.
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A recent study by Social Firms UK found there to be 49 fully
fledged social firms and 70 that partially complied with the
definitional criteria, recognised as emerging social firms. In
1997 there were just six known social firms. Together, the
social firm sector generated 1550 jobs in 2005, with 55% of
these held by disabled people. Additionally there were over
1,100 trainees many of whom will find permanent
employment in the sector.

The study also looked at the types of disability that
employees of social firms in the UK have. They included
mental health problems, learning disabilities, physical
disabilities or sensory loss and behavioural difficulties and
special needs. Overall, the study found that people with
mental health problems form the largest disability
employment group.

Case study: Café Nova Interchange

Café Nova Interchange (CNI) is a catering firm and coffee
shop located at the interchange between the Thameslink
railway station and the underground at the Elephant & Castle
Shopping Centre. It began in 1997 as a sandwich round
provider known as LAM Catering, but was gradually built up
to provide food for functions such as weddings and meetings.

CNI is a company limited by guarantee, with a turnover in
2004 of over £150,000. CNI’s aim is to develop and employ
people who are socially excluded or disadvantaged in the
labour market, yet all of its income comes from commercial
activities. Despite the stiff competition of local supermarkets,
CNI has managed to break even for the past three years.
Manager, Amelia Suarez says: ‘They are all selling sandwiches
and since we cannot compete with that, we have to bring
something else. The product line has changed three times

since 2001 and we now sell Turkish pies which is something
that no-one else has — we are unique to Elephant & Castle.’

CNI currently employs six people, two of whom have
disabilities. ‘The most satisfying thing here’ says Amelia, ‘is
seeing people who were in day centres now being able to
earn their living the same as any other able person. They have
adapted extremely well.” Amelia regrets not providing more
training places for people with disabilities but knows that
tough business decisions must be made to achieve financial
selfsufficiency: ‘If one wants to be successful, one cannot
have unrealistic numbers of staff.’

Several companies are now exploring the possibility of
becoming a CNI franchise. Says Amelia: ‘If we have managed
to make a success without funding, | don’t see why others
can’t. But there is no need to re-invent the wheel as we can
help with our expertise. If they want a coffee machine, | know
where to get it!’

Development trusts

The prevailing thinking on economic regeneration and
development in the UK places a great deal of emphasis

on community participation and self-help. As a result
community-based regeneration organisations, known as
development trusts, have a growing and important presence
in many communities.

There are over 500 development trusts in the UK that are
active in many different regions, both rural and urban, from
coastal towns to former coalfields, on inner city housing
estates and in remote country villages. Their activities are as
varied as their location, however they all share a set of criteria
that distinguishes them as a popular form of social enterprise.
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Development trusts are defined as organisations which are:
engaged in the economic, environmental and social
regeneration of a defined area or community independent and
aiming for self-sufficiency not for private profit community-
based and owned actively involved in partnerships between
the community, voluntary, private and public sectors

Structurally, development trusts operate as umbrella
organisations under which different activities take place that
may sometimes be incorporated as subsidiaries.

Their boards include representatives of key stakeholders,
which can include local community representatives, local
business people, and representatives of community
organisations.

Many, but not all, development trusts are centred around the
management of workspace because this provides not only a
premises under which members or partner organisations can
come together, but often also a form of income for the
development trust. Within this structure a development trust
may run a variety of initiatives for example providing sport
and recreation facilities, running childcare centres, carrying
out environmental improvements, preserving and refurbishing
local buildings, running training programmes, supporting
small businesses and setting up distinct community
enterprises.

Success factors

Stephen Thake, in his research for the Rowntree Foundation,
found nine common characteristics of sustainable
neighbourhood regeneration organisations:

Permanence
Development trusts are designed to be permanent community
institutions. They seek to establish an independent asset base

and trading position. The revenue thus generated will support
a core operation that seeks out and develops new initiatives.

Financial independence

Development trusts seek over time to become financially self-
sufficient. They adopt strategies to build up a revenue-earning
asset base either through the development of projects or the
transfer of assets. Frequently, a development trust’s first
project will involve the renovation of building, which is then
used for managed workspace and community projects. This
establishes a revenue base early on.

Multi-functional

Development trusts tend to be eclectic and innovative,
building portfolios of initiatives which serve their local
community. As the multi-functional organisation grows, each
new project needs to be well focused with clear objectives.

Engaging the wider economy

Development trusts are locally based and aim to benefit
specific neighbourhoods. However in addition to activities
focused on their core neighbours, the strongest trusts also
seek to build linkages with the wider economy. Those that
‘adopt an agenda that extends beyond the boundaries offer
the greatest potential for creating long-term sustainability and
making a significant economic impact upon their core
neighbourhoods.’

Enabling

Development trusts seek to support a diverse range

of activities. This can prove difficult if the trust seeks to
centralise the management of all projects. As a result,
as a trust grows, it tends to either set-up self-managing
agencies operating within the trust’s structures, or
provide physical and organisational infrastructure for
free-standing projects.
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Entrepreneurial

Development trusts tend to grow incrementally as a response
to local need, with the initial project being only a starting point
for ongoing development. They tend to be pioneering and
innovative.

Partnership-forming

Regeneration requires marshalling many responses and
building linkages with many agencies. Development trusts
give the community a vehicle to use in forming partnerships
with other organisations, government and business. Many
development trusts are themselves partnerships of local
community groups.

Committee control

An essential element of any development trust is a governing
body that understands and has the competence to carry out
its responsibilities.

Accountability to stakeholders

Community involvement in management and decision-making
is a critical part of any development trust. While the formal
arrangements for community involvement vary, development
trusts are communityled organisations, with community
representatives involved at all levels of the organisation. Thus
central to the organisation’s success is capacity building -
the training and development of local people.

Guidelines for partnership

1 Clarify your own aims and objectives in forming a
partnership. What are you trying to achieve, and how will
you explain that?

2 ldentify the stakeholders - the key interests who can help
or hinder the project or programme — and put yourself in
their shoes. Who holds the power?

3 Consider whom you really need as partners, and who
would really want to be a partner. Some stakeholders may
simply want to be consulted.

4 Before approaching potential partners, make sure you have
support and agreement within your own organisation about
working with others.

5 Make informal contact with partners to find out about their
attitudes and interests before putting formal proposals.

6 Communicate with your partners in language they will
understand, focusing on what they may want to achieve.

7 Plan the partnership process over time. For example, a new
organisation may well take a year to set up.

8 Use a range of methods to involve people — workshop
sessions as well as formal meetings. Be sociable.

9 Encourage ideas from your partners. Ownership leads to
commitment.

10 Be open and honest.
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Case study: Bromley byBow Centre

The Bromley by Bow Centre has been contributing to local
community regeneration in the East End of London since
1984. Having developed an innovative model on the basis
of mutual benefit, the centre works in partnership with
individuals, primary care teams and the public and private
sectors to offer over 100 activities each week to its users.

The centre offers an impressive range of learning programmes
including ESOL and higher education diplomas. It has a
modern restaurant/café serving delicious home cooked food
that can also provide outside catering services, a community
day nursery, a health centre that provides both standard and
complimentary healthcare, and a toy library. One of the most
impressive aspects of the centre is its Enterprise Hub, which
currently incubates six social businesses including a furniture
design service and a health and beauty salon. The centre’s
commitment to social enterprise is reflected in the enthusiasm
that entrepreneurs in the hub receive, as well as the practical
support and advice available to them. Bromley by Bow’s
mission to generate change and build communities has
resulted in the development of a set of key values.

These are:

m Integration: because innovation springs from the
connections between people.

m Excellence: to begin work with expectations of success,
to challenge low self esteem and to raise aspirations
Partnership: to build partnerships on the basis of ‘mutual
benefit’.

For more information visit www.bbbc.org.uk.

Intermediate labour market organisations

Intermediate Labour Market organisations (ILMs) provide
temporary, training based employment for long-term
unemployed people, often in disadvantaged communities.
The idea is to significantly increase the level of employment
and to offer a steppingstone to obtaining permanent
employment. The heart of an ILM company is the provision of
paid work together with high quality training, personal
development and active job seeking.

A study, carried out in 2000, found there to be 5,300 ILM
places (jobs) in 65 operating programmes, involving around
9,000 people per year. In many programmes at least two-
thirds of participants move into permanent employment on
leaving the ILM.

ILM projects hire participants for periods of six months to
a year and provide those individuals with work experience.
ILM companies provide employment in two way — either by
creating work placements in existing organisations, or by
setting up and operating a social enterprise which runs a
business and employs the ILM workers. ILM companies
are complex endeavours. Success depends on skills in
three areas:

Human resource development
Key elements of a successful position in an ILMO include:

® A normal job, advertised and recruited competitively, with
a contract.

m Assessment and guidance before, during and after the
period spent at the ILM.

m Core skills training as well as study towards formal
qualifications.
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m Help with job searching to ensure a smooth transition to the
mainstream labour market.

m Personal development — time and funds allocated to each
individual for nonvocational learning in an area of their
choosing.

m A weekly wage and childcare support.
m Quality work that is worth doing.

Business management

The essential feature of ILM companies is giving people real
work experience. They must also run a successful business
that provides real services and projects. ILM schemes that are
set up as social enterprises often depend on sales or service
contracts that provide over 80% of their income.

Partnership development

ILM schemes often involve partnership arrangements with
training organisations, government agencies and other
businesses. Most tap into a cocktail of external training funds
and job creation programmes. As such, success requires
robust administration and skilled negotiators.

Case study: Streetshine

Streetshine is a pioneering social enterprise that gives people
who have experienced homelessness, suffered disadvantage
in the job market and are in the process of rebuilding their
lives the chance to earn a regular income by operating a
shoeshine service within offices in the City of London.

The brain child of property developer-cum-social entrepreneur
Nick Grant, Streetshine was conceived after Nick saw the
popularity of shoe shine in the USA and wondered if providing
the service to the banks and businesses in London’s square

mile could act as a step-up for the capital’s homeless
population. He approached the homeless charity Thames
Reach Bondway for assistance who agreed to help set up
Streetshine as a subsidiary, offering investment and support
and who own a 51% stake in the social enterprise.

Fast-forward a couple of years and Streetshine has
developed a business operating in 23 city corporations,
including Ernst & Young and Deutsche Bank. Chief executive
Simon Fenton-Jones believes that ongoing success means
finding more venues, fostering regular client relationships
and consistently providing a quality service. ‘People these
days have more cash to spend on services and whilst they
are still concerned about value for money, they are becoming
increasingly aware that their money can have more of an
impact. Streetshine believes that by being, above all, a quality
business, it is able to make a sustainable difference to the
lives of the homeless’.

Trainee shoe-shiners are recruited through homeless
organisations like Thames Reach Bondway, St Mungo’s and
The Big Issue. After a month’s training in shoe repair and
specialist leather care, as well as instruction in customer
service and team building, trainees have the skills and
confidence to drum up trade in one of the 30 client
companies in London, including KPMG and Deutsche Bank.
Selling their services at £3.75 a go, the shoe-shiners receive
an income of £175 per week which can almost double when
taking into account bonuses and tips. They also have the
opportunity to work part or full time and can even start their
own franchises.

For more details visit www.streetshine.com.
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Social and ethical businesses

In the past, social and ethical businesses have tended to be
set up and owned by a charity or NGO as a way of raising
money to supplement grants and donations. However, in
recent years a growing number of them have been set up by
individuals or groups of social entrepreneurs whose personal
ethics have led them to use their business expertise to do
something positive for their community or society in general.
This form of business includes some of the most innovative
and high profile social enterprises around today including
Café Direct, The Big Issue, Fifteen, The Day Chocolate
Company and Belu Water. These companies were set up
with the express intention of directly competing in the

private sector whilst delivering social returns and all have
experienced considerable success. They represent a
particularly dynamic breed of business with very clear mission
statements and much stronger links to the private sector than
to the voluntary and community sectors. Having said

hat, many social and ethical businesses develop as a
consequence of voluntary organisations seeking charitable
status. Because registered charities benefit from a number

of financial advantages, for example tax exemption, they are
subject to restrictions on how they can raise their money
which do not allow them to sell goods and service that aren’t
directly related to their principle charitable objective. To avoid
these restrictions charities set up trading arms as separately
incorporated companies who then use their income to further
the parent charity’s mission.

Examples of this include:

m NGOs in international development have developed fair
trade companies to assist producers in the south.
Cafédirect (see case study on next page) is a joint venture

of Oxfam, Traidcraft, Twin Trading and Equal Exchange
Trading. Many charities operate fundraising business
ventures the profit from which goes to supporting the
parent organisation. These include restaurants and shops
in museums and retail charity shops.

® In some case special independent trusts are set up. The
Furniture Resource Centre in Liverpool evolved from a new
charitable trust. The trust runs some activities, but has also
set up trading subsidiaries, and entered into joint venture-
type projects.

m The Big Issue is a company that has an associated
charitable trust — The Big Issue Foundation — which carries
out some of the non-business functions. To the extent
that the voluntary sector is providing contracted public
services, these activities may benefit from conversion
into enterprises.

Fair Trade

Possibly the most recognisable of the social and ethical
businesses are those operating under the Fair Trade banner.
Fair Trade companies aim to support third world commodity
producers and small-scale manufacturers by purchasing their
products at a guaranteed price and for a guaranteed length of
time. They also pay a social premium on top of the
guaranteed price so that money can be spent on
development to improve the lives of the producer
communities. The range of organisational models that operate
under Fair Trade ideals is as diverse as in other types of social
enterprise. Many food manufacturers sell products that have
been made using Fair Trade ingredients, bought from
specialist importers. These items usually, but not always,
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carry the Fair Trade mark that ensures that the strict
regulations concerning working conditions, price guarantees
and payment of social premiums to producers are met.
Several supermarkets also now sell their own Fair Trade
brands, including Marks and Spencer who now sell only fair
trade coffee.

Some companies directly import manufactured goods, such
as textiles and crafts from third world countries in order to sell
them to Western consumers in shops or online and pass on
the profits to the producer communities. Others form lasting
partnerships, often incorporating some form of ownership,
with collectives of smallscale farmers, or large plantations that
ensure the regular sale of produce for processing into the end
product in the destination country. These Alternative Trading
Organisations (ATOs), such as Café Direct and The Day
Chocolate Company, are the pioneers of Fair Trade and are
pushing the boundaries of social enterprise as a tool for
economic development.

Case study: Cafédirect

Cafédirect is a fair trade company. It works in partnership
with small scale and marginalised coffee and tea producers to
help them strengthen their market presence, add security and
increase their income. The Cafédirect idea was born in the
hills of Mexico during passionate discussions between coffee
growers and alternative trade pioneers, following the dramatic
collapse of world coffee prices in 1989. Back in the UK,

the concept was further developed together with the four
shareholding partners; Oxfam Trading, Equal Exchange
Trading, Traidcraft and Twin Trading. Three containers of
coffee were bought from Mexico, Costa Rica and Peru.

The beans were processed, packaging was designed, and
the fresh roast coffee was then sold through church halls,

community events and other alternative outlets. As awareness
and sales grew, mainly driven by consumer supporters and
campaigners, Cafédirect also became available in mainstream
outlets and is now on sale in nearly every supermarket in

the country.

Launched in 1991, the company — and its brands Cafédirect,
Teadirect and Cocodirect — has gone from strength to
strength, leading fair trade into mainstream markets and
raising consumer awareness of ethical issues in global trade.
Cafédirect has grown strongly since its launch, continually
building consumer awareness, expanding distribution and
increasing sales. The brand now has about 4% of the UK
fresh coffee market and about 2% of the freeze-dried instant
coffee market. It is widely available not only in large and small
shops, but also in cafes, restaurants and vending machines
up and down the country.

In 2004 Cafédirect became a public limited company after
issuing a £5m share offer, further pushing the social enterprise
envelope and proving that socially motivated businesses can
exhibit a range of ownership models. In March 2006 the

4582 shareholders who, along with the founders and
producer partners, jointly own the company, were paid their
first dividend.

For more details visit www.cafedirect.co.uk.

Into the future

Social enterprises are a special type of business, but just like
any business they need to be well managed. On the practical
level they share many problems and factors for success with
business in general. But there is more to them than that. Their
distinctiveness comes from the reasons they are set up, the
needs they meet, and the principles by which they work.
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These give social enterprises core values that most traditional
businesses lack.

Social enterprises are mission driven, and are often
established in reaction to a social or economic problem such
as the closure of a factory, social exclusion, the decline or
absence of an important service, or the lack of employment
opportunities. Some social enterprise leaders may have a
wider perspective, but community members support social
enterprises to meet a real need.

With the growth of the social enterprise sector comes the
need for increased development support. The successful
development of social enterprises requires an understanding
of how they differ from traditional small firms as well as

their similarities. It also requires an understanding of social
entrepreneurs and team enterprises, which are built by
tapping members’ skills and loyalty. In addition, social
enterprises often reach out and include people bypassed

by traditional business support programmes. Understanding
the needs of these individuals is crucial in many social
enterprises.

Social enterprises are values-led organisations. The values
and how they are understood will vary between social
enterprises. In its statement of identity, the co-operative
movement sets out its common values as follows: ‘Self-help,
self-responsibility, democracy, equality, equity and solidarity.
In the tradition of their founders, co-operative members
believe in the ethical values of honesty, openness, social
responsibility and caring for others.” Other social enterprises
speak of values related to social justice, fair trade, concern for
the environment, social inclusion, gender and community.

In common with other organisations, a social enterprise’s
values and assumptions shape the organisation’s culture,

which ultimately is a key determinant in the enterprise’s
success or failure. Shared beliefs, assumptions and values
function as the glue that holds any organisation together.
They are the major sources of an organisation’s sense of
identity, and the major way of defining its distinctive
competence. An effective culture is the organisation’s
primary asset.

Social enterprises are more likely to articulate and debate
their values than other types of businesses. Social enterprises
are also more likely to be accountable for incorporating their
values into their practice. When a social enterprise stops
being concerned about its values, it goes into decline.

For example many social enterprises value participation.
Members of the community will have expectations of
participation. To succeed, these social enterprises must build
an understanding of what participation is and what it is not.
They create an ownership culture based on crafting a vision
of participation and teaching the skills of participation.

They need managers with the ability to build and manage a
participatory culture. The means of participation will change
and evolve with the organisation’s growth, and indeed

must be allowed to change with time. There is much in
contemporary research on management theory and practice
that emphasises the value of participation. Ideas related to
stakeholder consultation, employee involvement, team-
building etc can be found throughout modern business
literature. However, in the private sector, these are seen as
tools, which are used at the discretion of management, and
sometimes used very effectively. Social enterprises
incorporate participation not only into the management
systems but also into the ownership structure and culture.
When values are rooted in the ownership structure, their
impact is greater. They can be an organisation’s greatest
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asset, building community support for the organisation, as
well as customer and employee loyalty. They can also be a
liability, when the explicit value statements raise false
expectations and utopian visions.

In any social enterprise, its values become a driving force.
Thus among the greatest challenges when starting a social
enterprise is how to foster and integrate values into the new
organisation. This will require not only a dedication from the
social entrepreneurs to ensure that messages are hard-wired
into the operation, but also a shift in mind-set by those who
will encounter and do business with these enterprises during
their operational life-span. Only by fostering the growth and
proliferation of social enterprises and showing that they have
everything they need to compete in the market place and
more, will this be achieved.
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Further resources,
help and advice

On the following pages you will find names of
organisations that will be able to provide you with further
help and assistance in the setting up and management of
a social enterprise.

Please note: This list does not constitute a list of
recommended organisations, but is merely signposting you.
You should ensure you properly vet any organisation you
intend to work with.

Professional bodies

m The Chartered Institute
of Marketing

m The Institute of Direct
Marketing

m The Chartered Institute of
Accountants in England
& Wales

m The Chartered Institute of
Management Accountants

ABCUL (London)

Areas of service:

m Business plans

m Start-up

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m London-wide

Barnet Voluntary Service
Council

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

® Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m Barnet

Bootstrap Enterprises

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m Hackney
m Lambeth
m Camden

Brixton On-line

Areas of service:
m Training

Boroughs covered:
m London-wide
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Bromley by Bow Centre

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m Tower Hamlets

Business Link for London

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m London-wide

CAG Consultants

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Management consultancy
and mentoring

m Training

Boroughs covered:
= National

Community Action
Network

Areas of service:

m Business plans

m Start-up

m Design

m Legal

® Human resources

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m National

Community Matters

Areas of service:

m Business plans

m Start-up

m Legal

m Financial advice

m Management consultancy
and mentoring

m Training

Boroughs covered:
m London-wide

Cultural Industries
Development Agency
(CIDA)

Areas of service:

m Business plans

m Start-up

m Human resources

m Sales and marketing

m Direct financial support

® Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m East London

Development Trusts

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m London-wide
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East London Centre

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m Newham

m Tower Hamlets
m Waltham Forest
m Hackney

East London Small
Business Centre

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:

m Tower Hamlets

m Newham

m Redbridge

m Havering

m Barking & Dagenham

Enfield Enterprise Agency

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Management consultancy
and mentoring

H Premises

m Training

Boroughs covered:
m Enfield and Barnet

Ethnic Minority Enterprise
Project Ltd

Areas of service:

m Business plans

m Start-up

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:

m Lambeth

m City fringe areas of
London

GEMS

Areas of service:

m Legal

m Direct financial support

m Management consultancy
and mentoring

Boroughs covered:
m Greenwich

Greenwich CDA

Areas of service:

m Business plans

m Start-up

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m Greenwich

m Bexley

m Lewisham

m Bromley
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Greenwich Enterprise
Board

Areas of service:

m Business plans

m Start-up

m Design

m Legal

® Human resources

m Sales and marketing

m Financial advice

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m Greenwich

m Lewisham

m Bexley

Hackney Chamber of
Commerce

Areas of service:

m Legal

® Human resources
m Financial advice

Boroughs covered:
m Hackney

Hackney Co-operative
Developments

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

® Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m Hackney

Haringey Business
Development Agency

Areas of service:

m Business plans

m Start-up

m Sales and marketing

m Direct financial support

® Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m Haringey
m Waltham Forest

Haringey EBP Ltd

Areas of service:

m Business plans

m Start-up

m Design

m Sales and marketing
m Financial advice

m Training

Boroughs covered:
m Haringey

HBV Enterprise

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Direct financial support

® Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m East London

Hoxton Bibliotech

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m North East London

Isle of Dogs Community
Foundation

Areas of service:

m Business plans

m Start-up

m Direct financial support

Boroughs covered:
m Blackwall
= Millwall
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Islington Enterprise
Agency

Areas of service:

m Business plans

m Start-up

m Design

m Legal

® Human resources

m Sales and marketing

m Financial advice

m Direct financial support
m Training

Boroughs covered:
m London-wide

Lambeth Cooperative &
Social Enterprise Agency

Areas of service:

m Design

m Sales and marketing

m Direct financial support

m Management consultancy
and mentoring

Boroughs covered:
m London-wide
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Latin American CDP Ltd

Areas of service:

m Business plans

m Start-up

m Design

m Legal

® Human resources

m Sales and marketing
m Financial advice

Boroughs covered:
m London-wide

London Community
Recycling Network

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Direct financial support

Boroughs covered:
m London-wide

London Excellence

Areas of service:
m Business plans
m Training

Boroughs covered:
m London-wide

London Housing
Federation

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

® Financial Advice

m Direct financial support

m Management consultancy
and mentoring

H Premises

m Training

Boroughs covered:
m London-wide

London Rebuilding Society

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m London-wide
Lovells

Areas of service:
m Legal

Boroughs covered:
m London-wide
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Migrant Organisations
Development Agency
(MODA)

Areas of service:

m Business plans

m Start-up

m Management consultancy
and mentoring

m Training

Boroughs covered:
m London-wide

Monkey Mosaic Lid

Areas of service:

m Business plans

m Start-up

m Management consultancy
and mentoring

Boroughs covered:
u London-wide

National Council for
Voluntary Organisations

Areas of service:

m Business plans

m Start-up

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Training

Boroughs covered:
m National

netCUDA Ltd

Areas of service:

m Business plans

m Start-up

m Design

m Legal

® Human resources

m Sales and marketing

m Financial Advice

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:

m Barking & Dagenham
m Redbridge

m Havering

m Waltham Forest

m Newham

Portobello Business
Centre

Areas of service:

m Business plans

m Start-up

m Design

m Legal

B Human resources

m Sales and marketing

m Financial advice

m Direct financial support

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
m London-wide
Queensbridge Trust

Areas of service:
m Financial Advice
m Training

Boroughs covered:
m Hackney

Russell Cook Solicitors

Areas of service:

m Start-up

m Legal

® Human resources

m Financial advice

m Management consultancy
and mentoring

m Premises

m Training

Boroughs covered:
= National

Social Firms UK

Areas of service:

m Business plans

m Start-up

m Legal

m Sales and marketing
m Financial advice

Boroughs covered:
= National
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6 Plan for the future

Above all don’t stop having new ideas, making new
partnerships. Think differently — think about innovation,
investment, even merger with another organisation or
working collaboratively. Invest in your future. The work
you do is important; value and nurture it. Keep your
eye on the future — plan for the world next year, not the
world tomorrow.

In this section you will find information and resources on:
m Collaboration - a general guide
Assessing and improving quality

Quality accreditation systems

[ |
[ |
B Questions for developing an exit strategy
m Building your charity’s exit strategy

[ |

Considerations when closing an organisation
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Benefits include:

m a stronger voice and influence on local or national policy
m efficiency savings from pooling expertise and resources
m organisational and individual development through shared

Resources:

Campaigning in Collaboration - Executive Summary
NCVO, March 2007

Joint business planning

Two or more organisations might arrange to come together to
look at their strategic planning and the opportunities to work
in close collaboration where possible, whilst guarding the
individual natures of each organisation. Identifying areas of
specific interest and creating a governance structure with
flexibility and balanced input from members is key.

Benefits include:

m planning for long term impact on shared aims and
objectives
m sharing information and practice

Resources:

Working together to achieve your mission
NCVO Collaborative Working Unit.

Mergers

Two or more organisations may decide to combine and form
one organisation for a variety of reasons. This can be
influenced by a combination of both external and internal
factors such as pressure from funders, stakeholder opinion or
a move towards improved services for users. A merger is not
a decision to be taken lightly or quickly and mergers are not
the solution in many cases. Organisations can and do
successfully work together for mutual gain while retaining
their own individual nature.

However, in some situations mergers can be a positive move
towards:

B a better use of resources
m improving and strengthening the organisations involved.

Resources:

Mergers: A Legal Good Practice Guide and accompanying
research report, Charity Law Unit, Liverpool University,
January 2001
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Assessing and improving quality

Quality Standards have been around in the commercial
sector for many years - just think of the famous ‘kite
mark’ you can see on many products. They are a fairly
new introduction to the third sector, but in times of
trouble they provide an excellent way to show you
mean business. Anyone wanting to give you support
will feel safer in making their investment because you
are accredited.

Each system will prove something different about you,
from whether or not you have the right policies and
procedures in place to whether or not you can give legal
advice. This introduction will help you think through what
you need, and what resources your organisation has to
undertake a task like this.

This is an introduction to the concept of, and approaches to,
assessing and improving quality, and its benefits and possible
pitfalls. It looks at the preparatory steps that will help an
organisation choose quality standards that will be the right fit,
provides an overview of the options for self assessment and
external review and accreditation, and gives information on
some of the most common standards in use in the sector.
The chapter describes the processes involved in internal and
external assessment and shows how quality reviews and
resulting action create a cycle of learning and improvement.

Descriptions of quality:

m getting it right first time

m value for money

m customer satisfaction

m consistent conformance to specification
m fit for purpose

A high-quality organisation:

m knows what it wants to do and how to do it

m learns from what it does

m uses the learning to develop itself organisationally and its
services

m achieves what it sets out to do, satisfying stakeholders’
needs and expectations

Assessing and improving quality entails being clear about
what users and other stakeholders need from an organisation
and making sure that the organisation is meeting those needs
in the nest way in key areas such as:

m leadership

m policies, plans and strategies

m staff and volunteers

B resources, partnerships and information
m ways of working

m the result of an organisation’s work
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Introduction to assessing and improving quality

What does quality mean?

The term ‘quality’ is often used in a vague, blurred way. If
someone talks about ‘working in quality’, they may simply mean
activities designed to improve the organisation and its services.

Assessing and improving quality is essentially about learning
what an organisation is doing well and what it needs to
improve, and using this information to do it better. It also
means finding out what may need to change to make users’
needs are being met. It can be about seeking to become an
excellent organisation.

Why is assessing and improving quality improvement?

Third sector organisations want to provide the best service
possible for their users and for other stakeholders — that is,
those who have an interest in what they do. As they work
more and more with public and private sector organisations,
there is also external pressure to show that they provide
quality services and manage their organisations efficiently
and effectively.

The importance of demonstrating quality
Organisations may need to show that:

m they are meeting the needs and demands of their users and
that users are satisfied

m they are providing users and funders with efficient,
consistent services

m the organisation is making a real difference

m they can work effectively with limited resources or short-
term project funding

m they meet regulators’ requirements

Introducing a quality system takes commitment, planning and
some investment of resources, but it can help organisations
to face the demands listed above. More than this, the main
value lies in the potential to strengthen internal management
and develop the organisation, using evidence as the basis for
planning. Quality systems can have major benefits for
organisations in the areas described below:

Organisational development and sustainability

m Improving systems and structures — providing an
opportunity and framework for organisations to review their
structure and look at ‘the bigger picture’.

m Supporting organisational growth — enabling organisations
to become stronger and more sustainable and develop
better staff management systems.

m Strengthening the organisation — bringing the organisation
together as a team; giving people a chance to stand back
from day-to-day concerns and reflect; providing
opportunities to challenge existing ways of doing things
or providing reassurance about existing work practices.

Service development

m Leading to improved procedures, better planning and the
opportunity to engage in a process of self-reflection,
highlighting areas where improvements are needed and
raising standards of work. This can also result in more
confident and professional staff.

m Becoming more user-focused and improving issues such
as confidentiality.

m Giving service users a clearer understanding of what they
can expect from the organisation.
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External relations
m Increasing an organisation’s status in funders’ eyes.

m Providing increased legitimacy and credibility with a wide
range of stakeholders.

What are the possible pitfalls and costs?

There are different types of costs involved in introducing
quality:

m Any purchase costs of the standards, guidance material
and external recognition.

m Costs for training or external consultancy assistance.

m Time investment in self assessment, external assessment
and in quality improvements. These costs will relate to the
complexity of the organisation. Larger organisations may
pay for staff time to coordinate quality.

m Other costs incurred, including staff time, through quality
improvements and organisational change.

When researching the different systems, it is important to find
out information on the purchase costs and likely requirements
for training or consultancy, and to draw up a likely budget.
However, these costs and those related to any external
recognition are not the main ones. The real costs incurred

are in the time invested in self assessing and making real
improvements within an organisation, and there should be a
commitment to these. These costs can be identified, planned
and managed over time, as improvements are prioritised, and
at pace appropriate for the organisation.

The investment in staff time that a commitment to quality
requires — developing a culture of continuous improvement —
is one of the reasons why time should be spent in researching
the possible options to find the one that is best suited.

Balanced against the costs involved in committing to quality
standards are those that may be incurred if no systematic
quality approach is introduced. These include both the costs
of mistakes and lost opportunity costs, including the
possibility of missed funding opportunities. Time spend in
getting it right can be a good investment.

Different approaches to assessing and
improvement quality

Working on quality can involve a number of different actions
which range from simply monitoring the quality of services, for
example the time taken to respond to letters, to setting about
assessing and improving quality through using a formal
‘quality assurance system’.

Quality assurance standards set out expectations that a
quality organisation should meet. A ‘quality assurance
system’ is a formal management system designed to raise
standards of work and to make sure everything is done
consistently and according to agreed plans, and which will
help determine how well the organisation is doing.
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Quality assurance model
There are a number of different models, including:

m off-the-shelf systems

m in-house or tailor-made systems

m national occupational standards

m sub-sectoral systems

m no formal system but a culture of review and chance

Some organisations use a number of different systems.

Some standards focus on management processes and some
on outcomes; some use external assessment and external
recognition, with awards and accreditation, while others are
based entirely on self assessment.
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Quality accreditation systems

You may find that your choice of system has already been
made for you; it’s a requirement of a particular funder, it’s
a way to membership of a key organisation. But if you are
planning to go for accreditation without having any
particular lead it’s vital to understand what each system
will give you, and what you will have to provide in the way
of time and money to make it happen.

Below is just a quick snapshot - visit the websites of the
systems that ring a bell with you and find out as much as you
can before making up your mind. Ask around — what systems
have other organisations in your field used, and why?

And make sure you look at Assessing and improving quality
in this section which will guide you through the process of
selecting the right system for you.

PQASSO

Voluntary organisations looking for a user-friendly and
practical, general system that will cover every area of policy
and governance. You can choose which of three levels you
achieve at. It’s self-assessed, so no external validation

or support.

PQASSO

VISIBLE

Community organisations looking for tailor-made system to
show value and quality. Currently self-assessed but will soon
be externally assessed.

VISIBLE

EFQM

Bigger organisations already working abroad (particularly
EC) or planning to do so. Not developed specifically for
the sector. Major commitment necessary, Gives access
to a wide network of organisations and their expertise.
Externally assessed.

EFQM

BQF

As above, for bigger organisations. Not developed specifically
for the sector. Major commitment necessary, Gives access

to a wide network of organisations and their expertise.
Externally assessed.

BQF

Legal Services Commission Quality Mark

Complete accreditation for organisations giving legal advice.
A requirement of this funder. Serious commitment, external
assessment.

Legal Services Commission Quality Mark
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MATRIX

For organisations providing information, advice and guidance
services in the area of learning and work. Not voluntary sector
specific. External assessment.

MATRIX

SFEDI

For organisations providing small business support or
training. Not voluntary sector specific. External assessment.
SFEDI

LSC Framework for Excellence

For organisations whose main aim is providing formal further
education. Developed for colleges. External assessment.
Framework for Excellence

Social Audit Network

A way to show your impact, not just socially but
environmentally and economically. Summarises your
organisations’ impact in several areas. External assessment.
Social Audit Network

Customer First

For organisations that want to improve customer focus, get
customer feedback etc. Not voluntary sector specific.
Externally assessed.

Customer First

Investors in People

For organisations that want to improve staff performance and
morale. Not voluntary sector specific. Externally assessed.
Investors in People

Investors in Volunteers

For organisations that want to be able to prove quality in
volunteer management. Developed for the sector, external
assessment.

Investors in Volunteers
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Questions for developing
an exit strategy

If the worst comes to the worst, you may have to close
permanently or temporarily. Charities all over the world,
particularly those in countries where the recession is
hitting hardest, are facing this prospect so you are not
alone. Look at closure before you are forced to, as you
may find that there are alternatives.

m The chief executive officer, finance person, or a board
member or two will resign. What is the plan for succession?

m Do you know when to let go?

m If your organisation has multiple offices how can you
consolidate or close one or more?

m How will you include the clients/customers/patients,
community, constituents and stakeholders involved in
that decision? How will you decide on that consolidation?

m Whether you have a union(s) or not, how will you plan for
layoffs? What factors, values and standards will you use
for layoffs?

m What are the reserves you have and how (soon) will they
be used?

m How will you maintain quality service or maintain the
mission as you plan? How will you retain the values and the
passion of the organisation?

m Should you close the office for a day for real exit
planning talk?

m How can you maintain innovation, creativity, advocacy and
deep community involvement?

m How will you deal with fear, tension and rumours in the
office(s)? How do you communicate the truth about what
is happening and will happen to the staff, board, volunteers
and the community? Are there some things that will need
timing to be disclosed?

m How will you maintain the technology you own or have
ordered?

m What have you prepaid that can be recouped?

m How will the administrative tasks from bookkeeping, bill
paying and Inland Revenue to contract compliance be kept
at a high level?

m What is the plan to respond to queries from the press and
media or a nasty blog by a staff member?

m What skills, jobs and talents are really necessary to
continue operation under your mission? If someone with
those skills and talents leaves voluntarily, will you and how
will you fill that position?

= How will you prioritise what you will continue to do and
what you will stop doing? How do grants and their ending
date impact that decision?

m How will you maintain a close relationship with donors and
funders to believe in you and what you are doing?

m Are there alternative streams of revenue possible such as
charging a sliding fee scale or per use fee? Have you
consistently charged third party entities for the service
provided, such as PCTs?
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m Will a funder or two help in a process to close down if that
is the decision?

m Can you merge with another similar organisation? Can you
share offices and equipment if not merging?

m If or when the economy returns to a sensible period and
funding is restored, how would you plan around the mission
differently or would you do it the same again?

m Who among you and the board will stick it out as volunteers
to maintain a presence in the service community and
seek funding for a renewed start up six to twelve months
from now?

m If closure and dissolution are the ultimate decision, how do
you do that under charity/company law? Who knows how
to do that and will do that?
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Building your charity’s
exit strategy

If the worst comes to the worst, you may have to close
permanently or temporarily. Charities all over the world,
particularly those in countries where the recession is
hitting hardest, are facing this prospect so you are not
alone. Look at closure before you are forced to, as you
may find that there are alternatives.

This resource is just a summary, and doesn’t replace the
necessity to be in contact as soon as possible with the
Charity Commission, Companies House etc. You should
also seek legal advice. Take a look Questions for
developing an exit strategy in this section which isn’t
voluntary sector specific but will give more legal
information.

If your closedown will involve redundancies, look at
HR issues in a recession in Section 5.

When should we close?

The key to doing this properly is to be clear about the balance
between your assets and your liabilities. Keeping a weather
eye on this should form part of your regular financial
management oversight. If you realise that your assets won’t
meet your liabilities you must take action, as otherwise you
are operating illegally. See Section 2 Plan your money for
information on how to monitor your financial situation.

Are you sure?

Have you investigated every other option thoroughly? Are
you absolutely sure that a regular funder won’t help, that a
contract can’t be re-negotiated, that a bridging loan can’t be
sought? Could making some redundancies see you through?

Rely on cash flow

The key information you need is accurate cash flow. Work out
what you have left and what you will need to spend month by
month until your funds run out. Work back from this spent-up
point to calculate when you need to start the wind-up
process, issue redundancy notices etc.

Don’t be tempted to take things right to the line — always
leave some surplus in your planning in case of unexpected
liabilities. If you have some left at the end it will go to another
charity, and this is better than the possibility of exposing your
Trustees to liability. Don’t guess what the actual level of your
liability might be; get actual figures and plan for the worst
possible scenario.
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Timetable

Plan out what needs to happen, and in what order. For
example, if you are a limited company your assets at wind-up
are forfeit to the Crown. Its therefore important that you have
transferred any remaining assets to the beneficiary decided
by your trustees before the wind-up papers are sent in to
Companies House.

Don’t try to do everything yourself; have a planning day to talk
through the implications and plan actions.

Who will see the process through?

Any staff member under notice of redundancy may leave at
any time. If they are key to your wind-up plans who will
succeed them? Do the trustees/board have the skills and
information to complete the wind-up?

Assets and debts

The Charity Commission will expect you to raise as much
money as you possibly can from your assets, so make sure
that you do so or have a good reason if you have to sell
anything under value.

Remember that debts must be paid; think of every eventuality.
If your organisation doesn’t have limited liability your trustees
may be personally liable.

Protect and support your people

The process of closing down your organisation will cause
worry and distress to you, your board, your staff and
volunteers, and your beneficiaries. As soon as you are sure
you are closing contact other suitable organisations, voluntary
and statutory, to start the process of negotiating the transfer

of key projects. Contact your funders in plenty of time to let
them know what you are planning to do and see if transfer of
grants would be acceptable to them.

If you can’t save any of your work try to signpost clients to
other services. Keep everyone informed and help them to
understand how this situation has come about. Above all
make it clear that there was no other option.

Will the end be a beginning?

This may be the end for your organisation, but perhaps some
of your projects could become independent and have a new
start on their own.

You have a legacy to leave in terms of ideas, information and
experience; make sure you pass this on as well as your
surplus cash.
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Considerations when
closing an organisation

Closing your charity or social enterprise can present
a variety of problems and issues. The summary below
is from a business point of view, but can give you a lot
of useful advice.

If your organisation is a registered charity please also
read Building your charity’s exit strategy in this section.
Don’t forget to also seek help immediately from a local
support organisation.

You can find their contact details at the East London CVS
Network website or the North London CVS Partnership
website.

Introduction

Whether your exit is planned or you are forced to make a
move for unexpected reasons, the decisions you make now
and even when things are going well, can affect how easy it is
for you to eventually exit your organisation.

This guide has been edited from information from the
Business Link website and provides an overview of how
some decisions can affect your ability to exit successfully, and
shows you how to prepare and manage your organisation.

It is a general guide and does not substitute professional legal
advice from qualified practitioners.

You may need to sign in to the Business Link website to
download these documents.

Why you need an exit strategy

The best time to set up an exit strategy is very early on in the
development of the organisation. This is because you’ll have
a clear vision of what you want to achieve from it. To
maximise the value you get from the business it’s essential
to think about how you’ll leave it further down the line.

Ideally, you should include an exit strategy in your start-up
business plan. It can then be reviewed and revised whenever
you work on your annual business plan and budget — and you
can steer the organisation in the direction that your exit option
demands.

Resources:

Planning your exit from your business from the Institute
of Chartered Accountants in England and Wales (ICAEW).

Decisions that could affect your eventual exit

It is easy to forget that the decisions you make today will not
only affect how successfully your organisation gets off the
ground, but can also seriously impact on your eventual exit.

Key considerations

m Business form — the legal structure you choose can restrict
your exit options. For example, a sole trader can simply
close the business and pay off any outstanding liabilities
but a limited company with a separate legal identity will
probably be more attractive to potential buyers. See the
guide on legal structures: the basics.
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m Articles of Association — these set out the rules for
running the company affairs. If they are too restrictive
they could limit what the business can and can’t do. This
could put off potential buyers or investors who are looking
to diversify.

m Partnership agreements — these may specify what will
happen if one of the partners wants to exit the business,
eg due to ill health or retirement.

m Property agreements — these can be notoriously difficult
to get out of, if you need to, without suitable break clauses
or the right to assign your agreement to another party.

m Accounting procedures — good accounts will make the
process easier. See the guide on financial and
management accounts: the basics.

m Employee/customer/supplier contracts — clear, simple
contracts for all business relationships can help avoid
disputes, clarify responsibilities and make it easy for
potential buyers to see what they would be taking on.

Before committing to any important decision it is vital to seek
advice from a suitably qualified expert. See the guide on how
to choose and manage an accountant.

Closing an organisation

It’'s important to seek professional advice about your options
in such circumstances from your solicitor, accountant or
financial adviser. See the guides on how to choose and
manage an accountant and how to choose and manage a
solicitor. You may need to log into the Business Link
website first to access these guides.

The way you close your organisation will depend on the legal
structure you have chosen for it. See the page in this guide on
the decisions that could affect your eventual exit.

Sole traders may simply be able to close the business and
pay off any outstanding liabilities, especially if there are no
employees involved. VAT registration, employees, PAYE, tax
and National Insurance obligations, premises and finance
agreements can all make this process more complicated for
anything other than the simplest business. See the guide on
selling or closing your business - a tax overview.

The exit process

The process you will have to go through will depend on how
you are exiting. If you are closing the organisation you should
contact the relevant authorities to advise them you are closing
down and calculate and pay off any outstanding liabilities
(such as VAT) and debts. See the guide on selling or closing
your business - a tax overview.

If you have employed any workers you will also need to give
them the proper notice and any outstanding pay and benefits.
For further information on making employees redundant, see
the guides on how to issue the correct periods of notice
and on making an employee redundant.
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