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ITEM 8 (2)

DRAFT SOUTH EAST SOCIAL ENTERPRISE STRATEGY

Recommendation

The Board is invited to DISCUSS the main points of the draft South East Social Enterprise Strategy published for consultation in November, to identify priorities and in particular to consider proposals for:

a)
a regional Social Enterprise Agency  (Para 12 -15)  and

b)
proposals to focus improved support for social enterprise on the 119 worst wards (para 18)

in order to guide our responses to these consultations.

Background

1. This strategy is a part of a continued commitment from SEEDA to develop the Social Enterprise Sector in the South East. This commitment is reiterated under priority 2 of the RES, which recognises that Social Enterprise is a key component of achieving Smart Growth.  SEEDA issued the attached consultation paper on this topic in November 2003 (Annex A). 

2. While the concept of social enterprise is far from new, interest in the sector has developed very rapidly over the last few years.  The “sector” is in practice very diverse, and without clear bounds. It includes not only small community businesses such as credit unions and development trusts, but large organisations such as the Co-operative movement.  A major development has been the increasing use of this business model for the provision of local authority and other public services.  Experience has proved that the model can provide both efficient services, for example in waste collection or leisure services, and social, economic and environmental returns directly benefiting the local community.

3. There are a number of reasons why SEEDA should be interested in social enterprise:

Employment

· Figures are sketchy, but estimates available suggest that the sector already employs upwards of 20,000 jobs in the region, and 35,000 volunteering opportunities.  Many of these will be in deprived areas, and many of the job-holders and volunteers will be among the hard to reach.  Nationally, the sector appears to be growing at about double the rate of conventional enterprise.  In the worst wards where it is difficult to encourage conventional business the scope for growth is significant.

Resources

· The model has much potential for reducing grant-dependency in the Voluntary and Community sector.  In particular it provides an option for providing a sustainable future for community initiatives for which SEEDA has provided catalytic funding, for example through SRB.

Retaining the value of funds

· The sector provides opportunities not only for drawing together economic, social and environmental objectives but for ensuring that the profits of enterprises, including public service providers, are channelled back into the local areas concerned.  This is a particular issue for deprived areas where there is continuing criticism that much of the grant intended for regeneration is quickly lost to more prosperous areas.

4. The diversity of the sector means that it seldom speaks with one voice, and different types of enterprise encounter different barriers to success. (Lessons are not always learnt or shared effectively). The draft strategy therefore seeks views particularly on the prioritisation of particular options for action.  Following the consultation period there is likely to be a need for significant further work with partners to develop a final strategy and Action Plan  

Progress to date

5. Over the last year SEEDA has begun to draw together the people, skills, knowledge and resources to enable the development and extension of the sector. SEEDA has already facilitated the extension of the EQUAL funded SESEP partnership (The South East Social Enterprise Partnership) to help take forward the developing strategy. SESEP consists of Social Firms South East, the Development Trusts Association and the Co-operative Assistance Network. It is intended that he extended partnership will also include GOSE, SBS, Business Link, The Scarman Trust, Unltd, Community Action Network and SEEDA. 

6. There has been little data available on the incidence of Social Enterprise in the South East, although it appears relatively underdeveloped in comparison with other regions. This has resulted in the need to undertake extensive mapping of existing enterprises, growth opportunities and support services. These research briefs included:

· Research into the provision of finance to the sector

· Extensive mapping of supply and demand for support services and the existence of social enterprises in the region.

· Mapping and research into the existence and needs of Social Entrepreneurs.

· Research into best practice in SRB activities across the region.

7. This mapping and research indicates that a key barrier to social enterprise development is the availability of finance, and SEEDA has led discussions with Finance South East and other partners to develop a first regional financial product, the South East Community Loan Fund. This fund is to be managed in partnership with the Local Investment Fund and Finance South East and will provide a high risk loan fund for medium sized social enterprises in the region. The Fund, initially worth £1m of which SEEDA is contributing half, was announced on 6th November and will be formally launched in the New Year.

The draft strategy

8. SEEDA has now drawn together the recommendations from each research project and consulted with partners to develop a strategy and action plan. The attached strategy is now in draft form and was released for extensive consultation on the 6th November.  Unfortunately agenda time did not allow for originally planned Board discussion in September.

9. The strategy sets the context for the growth of a diverse social enterprise sector within the context of the wider social economy. The strategy looks to develop an enabling environment that will assist enterprises to enter and progress along the social enterprise ‘continuum’ towards a position of generating profit from trade. The strategy is in line with the DTI definition of Social Enterprise published in the DTI national strategy for social enterprise, published in 2002.

10. A key issue for social enterprise in the South East is the lack of regional coherence in support and development. Some support services do exist, provided for example by Business Links and by the trade associations of some particular types of social enterprise (Development Trusts Association, Social Firms etc) But expertise is patchy:  many voluntary sector bodies, for example, are reluctant to approach Business Links for support in developing business ideas, while BLs do not always have the right training to understand the issues when approaches are made. It is apparent that there are currently a number of sub-regional networks developing to take on the role of extending the sector, but these networks are often competing for the same national grants and duplicating activities. The research showed that there are a number of areas that require regional level action. Providing homogeneity in these areas will enable the sector to mature effectively. These areas are:

· The extension of targeted business support 

· The provision of start-up finance and equity and loan funding.

· The creation of a regional voice for the sector

· The development of networks for enterprises and entrepreneurs

· Extension of access to management training for social enterprise

· Advice on asset and office space development

Project Objective/Relevant Headings

11.
The vision of the strategy is to develop“ A diverse, growing, social enterprise sector that is in demand to provide quality goods and services, building social capital and socially inclusive wealth creation throughout the South East.”

12.
The Strategy proposes that this vision should be achieved through 3 objectives:

· To increase the breadth of supply of social enterprise products and services, through encouraging opportunity-driven start-ups, from a diverse range of sources.

· To enable existing organisations to be sustainable through access to knowledge and opportunity.

· To provide regional coherence on issues affecting social enterprise in the South East.

a)
The creation of an independent regional agency, Social Enterprise South East.

To address all three objectives the draft strategy proposes to ensure regional coherence in the development of all areas of activity for the sector through the facilitation of a specialised regional co-ordination and lobbying organisation for the sector called Social Enterprise South East (SESE). The existing partnership, SESEP, would be capacity built to take on this role as a company limited by guarantee. SESEP’s membership would  be extended in the development phase to ensure greater involvement of key agencies, in particular SBS and Business Link.

13.
Although the exact form of the proposed agency needs further development, it is envisaged that SESE would itself be a social enterprise, part funded by SEEDA for three years during which time it would develop products and services that can obtain national grant funding and generate income from trade. SESE would provide regional guidance to emerging social enterprises and support agencies, focusing on the key priority issues identified above and in particular developing networks, innovation and best practice. SESE might develop a range of regional products and services such as:

· A network of networks

· A financial product development group

· Centralised mentoring, supplier and training databases

· Training bursaries

· Business planning and diagnostic services

14. 
The organisation would be independent but SEEDA would be involved on two levels. Initially, SEEDA would be involved in defining the company objectives and terms of reference. Once established as a company SEEDA would take a place on the board and for the first three years would provide core costs and some grant funding. The benefit of SEEDA not taking forward the co-ordination role itself is that an independent organisation would reduce the long term financial commitment to SEEDA and would enable the organisation to access other grant and loan funding.

15. 
In order to deliver the activities outlined by the research and to achieve the objectives for Social Enterprise outlined in the RES, a first estimate suggests that core costs and grant funding would amount to approximately £1 million from SEEDA over a period of three years.  However there is significant work still to be done in developing the detail of how the Agency might work most effectively and how it can be funded. 

b)
Providing support for dissemination of regional products to the local level.

16. 
The products and services outlined above would be available to all organisations engaged in social enterprise. However, in order to ensure that these products benefit the local level and that key sectors are engaged a number of strategic initiatives could be developed to encourage and demonstrate local implementation. These intermediaries would include Enterprise Hubs and Gateways, Business Links, Local Authorities, Councils for Voluntary Service etc. 

17.
These interfacing organisations will be encouraged to disseminate information and build capacity for individual enterprises or enterprise-facing support agencies. They will need to be helped to disseminate funding, training, business support and best practice, map networks and signpost to regional and local support and suppliers and engage in outreach.

18.
Key intermediary networks at the local level will provide a web of networks covering the routes into social enterprise and generate a through-flow of start ups into enterprise support agencies such as Business Links. Although there are social enterprises throughout the region it will be important to concentrate our efforts to improve support on the 119 wards and AIF areas.  In these regeneration areas the Enterprise Gateways will form a key physical and virtual asset to co-ordinate much of this through-flow and signposting.

19.
Further work on priorities for further activity within a constrained budget is again needed in this area.

Next Steps

20.
Extensive stakeholder consultation is due to be completed by 30th January 2004.  Early indications suggest that despite extensive consultation before publication of the draft strategy, some work remains before consensus with the key parties can be reached.  Our initial view is that it will be worth taking the time to draw in other parties as we develop the final strategy, even though this may delay implementation by a few months. Our goal would be to submit a final strategy and Action Plan for the Board’s consideration in the Summer.

21.
In the mean time the views of the Board are sought on the attached draft, and in particular:

a. whether the Board agrees with the reasons set out at paragraph 3 above as to why SEEDA should be interested in the sector, and whether there are particular objectives which the Board consider should be priorities;

b. the views of the Board on the proposed new regional Social Enterprise Agency (paragraph 12), and if there are particular priorities which such an Agency should pursue;

c. whether the Board agrees that SEEDA’s efforts to improve local support should be concentrated on the 119 worst wards (paragraph 18) and whether there are particular priorities for these activities.

Charlotte Dixon 4152

14th January 2004
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