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The Scottish Social Enterprise Coalition is the national collective voice for social 
enterprise in Scotland. We are a membership-led organisation, representing the needs 
and views of a wide range of social enterprises, emerging social enterprises, their 
networks and trade bodies. In a Third Sector Interim Research Briefing analysis, 
provided by the Scottish Council for Voluntary Organisations, the turnover for the Third 
Sector for Scotland was found to be £3.87bn. We would estimate that social enterprise 
contributes two thirds of that figure with approximately 3000 businesses providing a 
combined turnover of around £2.5bn – including co-ops, housing associations, 
development trusts, social firms, and credit unions. 
 
1.How can public spending best be focussed over the longer term in trying to 
prevent, rather than deal with, negative social outcomes? 

 
Delivering better outcomes with reduced public expenditure requires public services that 
are: built around the needs of communities; aim to address the cause of the problem; 
and optimise the use of all our resources, in particular the full participation of public 
service employees, communities and citizens. Social enterprise should be the vehicle of 
choice in delivering such a transformation. They are already providing high quality, 
innovative services in many public service markets including social housing, transport, 
recycling, health promotion and childcare.  

 
In particular, the public sector must engage in more public service co-design and 
delivery with the social enterprise sector. The Scottish Government is developing 10 
Public Social Partnership (PSP) pilots which are based upon the public sector and third 
sector working together to design and deliver excellent public services.  Public service 
delivery by the social enterprises can bring significant benefits if organisations enter into 
equal partnerships and are focused on the delivery of local authority Single Outcome 
Agreements. If public bodies and social enterprises are unable to define and agree on 
the shared values and outcomes, and the public sector simply dictates the terms without 
an understanding of the environment, then the contract will be less effective. 

 
This process however requires building public support to encourage a greater role 
for the third sector in the provision of public services. This must begin by consulting 
and involving people who use services at the earliest stage possible - months 
before potential cuts take place, not simply weeks. All engagement should 
occur before the public authority decides which services it will provide. 
Furthermore social enterprise must be effectively represented on the Third Sector 
Interface and Local Economic Forums to feed in the views of the sector to local 
the Community Planning Partnerships (CPP). A greater role for the third sector in the 



provision of public services will only come through engagement with service users and 
providers through the CPP. 
 
The quality of the service and the value for money for the taxpayer are the most 
important issues to consider, not the delivery agent. A claim backed up by our Ipsos 
Mori research from 2009 which demonstrated 67% of the public felt that social 
enterprises should have an increased role in public sector delivery. 
 
2.What evidence can you provide from the UK and abroad to show that promoting 
preventative spending has been effective? 

 
Progress has been made by the Scottish Government to support the development of a 
qualitative social impact measurement tool with the Social Return on Investment (SROI) 
programme. This tool provides a financial value to the social and environmental 
outcomes delivered by the third sector. The development and mainstreaming of SROI 
will allow third sector organisations to demonstrate their added value to public sector 
and identify what projects deliver the greatest social outcomes per pound spent. By 
supplementing this public sector income with the trading income generated, social 
enterprises are particularly effective in securing large social outcomes relative to the 
financial contribution of the public sector.  

 
SROI Case Study  
Six Mary's Place is a guest house but also a social firm. It provides work and training 
opportunities for people with mental health problems. The SROI analysis 
demonstrated that this social firm makes a real difference to people who work and 
train there, and at the same time does it in a cost effective way which brings savings 
to the NHS and social services. The analysis shows savings to mental health and 
support services in Edinburgh of over £420,000 per annum, and savings on welfare 
benefits and gains in employment income and tax income of almost £50,000 per 
annum. The report demonstrates that for the period under study, for every £1 of 
public money invested in Six Mary's Place Guest House, almost £6 is returned in 
social added value. 
 
3.The Finance Committee has recommended that the Scottish Government 
continue to direct its spend towards preventative programmes. Which 
programmes should be prioritised? 
 
The first point to stress that social enterprises trade goods and services in the open 
market and reinvest their profits into meeting social and environmental objectives. 
Through social ownership structures, they are accountable to their communities. They 
change attitudes to employability by creating jobs in parts of the economy others cannot 
reach, notably people with disabilities and others commonly excluded from employment. 
 
However for social enterprises to achieve sustainable economic growth they must be 
considered a key part of the business landscape.  A supportive environment is vital to 
foster the start up and growth of social enterprises. This includes access to appropriate 



finance and high quality business support. Recognising current levels of monetary 
support is unlikely to be maintained, the ability to better use the resources available is 
essential. The existing £12m Third Sector Enterprise Fund offers awards of between 
£25,000 to £100,000 to third sector organisations, but many could be well served by 
smaller grant awards of £15,000 or £20,000.  Grant support must be maintained for new 
social enterprises that are still vulnerable to market changes and loan provision should 
continue to be facilitated for social enterprises looking to develop their capacity and 
financial sustainability. 

 
Existing support frequently fails to understand all the models of social enterprise and 
recognise how their needs differ from conventional business. Access to the right 
business support can make the difference between success and failure in the start-up 
phases and as a social enterprise develops. High quality business support whether 
sector specific r through Business Gateway could take a larger role in providing 
business support for social enterprises. 

 
Secondly, in these challenging times, it is especially important that we obtain the 
maximum benefit for our communities from public spending. Clauses that allow social 
and environmental considerations to be included in procurement specifications ensure 
contractors working on public sector projects contribute towards the community; and 
can be a mechanism to ensure those who are often furthest removed from the labour 
markets are given the opportunity of employment. 

 
Work is on-going with the ‘Ready for Business’ programme to support social enterprises 
and public bodies realise the added value obtained through Community Benefit clauses 
in procurement contracts. The Coalition calls for the roll out of this programme across 
the country and work with all public bodies across Scotland, to include a default position 
that  a percentage of the value of all procurement contracts must be earmarked for 
delivery through Community Benefit Clauses; including contracts for the construction of 
the new Forth Road Bridge and the next ScotRail contract. The first question that public 
sector procurers should ask when developing any contract specification should be: ‘Can 
we include a Community Benefit clause?’ 

 
Case Study 2: Community Benefit Clauses  
NHS Greater Glasgow and Clyde has used Community Benefit clauses to promote 
engagement with social enterprises and SMEs in the contract for the New Southern 
General Hospital with a target of 250 new entrant trainees and social enterprise 
development in catering, recycling and transport sectors. 

 
Thirdly, there are gaps in the provision of support for social enterprises engaged in the 
tendering process. The Government through the Enterprising Third Sector Action Plan 
has been developing the support available to third sector organisation: proving 
mentoring from people who understand the tendering process and could provide 
expertise to assist social enterprises and social enterprise consortia win public sector 
contracts. This must include ministerial direction to earmark a quota of high value public 
sector contacts for consortia of SMEs, including social enterprises.  



 
5.What are the main barriers to trying to focus spending on preventing, rather 
than dealing with, negative social outcomes?  Is a focus on preventative 
spending less likely in the current financial climate? 
 
One of the reasons that the public sector doesn’t currently spend more on preventative 
interventions is that prevention is complicated. It often requires public sector agencies to 
collaborate across departmental boundaries. A central issue here is that the department 
that invests in early intervention often does not see the financial benefits of a 
programme’s success. For instance, Local Authorities do not currently have a financial 
incentive to prevent offending. If given a custodial sentence, the costs of offenders are 
borne by Prison Service. Furthermore the financial gains from investment in prevention 
may not be realised for several years. In the meantime the public sector has to find 
funding, on top of its existing budgets, to pay for the preventative programmes. If the 
preventative interventions fail, the public sector will find itself paying for two sets of 
costs – the upfront costs of the interventions and the ongoing costs of failing to prevent 
the social problem. This risk deters investment in prevention.  

 
The Coalition recognises that public money available for preventative spending is likely 
to be limited therefore the Government must explore leveraging other income into these 
programmes. The Scottish Government and other public bodies should also examine 
the possibility of utilising Social Impact Bonds. These bonds are a means of channelling 
additional resources, private investment, into the third sector.  Private investors are 
guaranteed a return on their investment if the third sector organisation has helped to 
tackle existing social problems in a measurable way. If the targets are not met, then 
there is no return for the investor. Social Impact Bonds are a way of investing that aims 
to protect the investors’ capital, while providing a return if the project is successful.  

 
Social Impact Bond contracts include clear definitions of:  

• The success measure – for example, the 1 year reoffending rate for short-
sentence offenders in a geographic area;  

• The target population – for example, offenders aged 18 -24 leaving prison after a 
sentence of less than 12 months and returning to a geographic area; 

• The value of success – the amount returned to investors for a given improvement 
in the social outcome. 
 

Case Study 1: Social Impact Bond Pilot 
This £5m pilot will fund social organisations working to reduce the re-offending 
rates of short sentence male prisoners leaving Peterborough Prison. During 
the pilot St Giles Trust will provide intensive support to 3,000 short-term 
prisoners over a six year period, both inside prison and after release. If the 
Social Impact Bond delivers a drop in re-offending beyond the threshold, 
investors will receive an increasing return.  

 



7.Is the effectiveness of a preventative spending programme influenced by 
whether the relevant services are provided by the public, private or voluntary 
sector? 
 
Yes. Social enterprises with their independence from Government can be more 
innovative in how they deliver services and, coupled with public benefit ethos, delivers a 
higher quality and better value service than equivalent public or private service 
providers. 
 
Transferring the control and design of services to social enterprises can draw on an 
untapped resource in the delivery of these services, leading to improved service quality 
and increased value for money.  
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Members 
Aberdeen Day Project Ltd (The Bread Maker) 
Aberdeen Foyer 
Aberlour Child Care Trust 
ACE Credit Union Services 
Action for Change 
Age Concern Enterprises 
Albyn Housing Society 
Alloa Community Enterprises 
Argyll & Bute Social Enterprise Network 
Association of British Credit Unions Ltd 
Autism Initiatives 
Bookdonors 
BRAG Enterprises 
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Camphill Scotland 
CBS Network 
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CEiS 
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Community Retailing Network 
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Compassion 'n Action 
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Co-operative Development Scotland 
Co-operative Education Trust Scotland 
Cornerstone 
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Cunninghame Housing Association 
Development Trusts Association Scotland 
Dunedin Canmore Housing Association 
Elite Linguists 
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Grampian Housing Association 
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Highlands & Islands Social Enterprise Zone 
Hunters Hall Housing Co-operative 
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Institute of Local Television 
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Linked Work & Training Trust 
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Moray Social Enterprise Network 
Mull & Iona Community Trust 
North Glasgow Housing Association 
Port of Leith Housing Association 
Real Work Skills 
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Scottish Churches Housing Action 
Scottish Federation of Housing Associations 
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Senscot 
SKSscotland 
Social Enterprise Academy 
Social Enterprise Clydebank 
Social Firms Scotland 
Social Investment Scotland 
Speyside Trust (Badaguish Outdoor Centre) 
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Glasgow Caledonian University 
Glasgow East Regeneration Agency 
Glasgow South West Regeneration Agency 
Keegan & Pennykid 
MacRoberts 
R.I.E.R. Social Economy Partnership 
Royal Bank of Scotland 
Scottish Chambers of Commerce 
Scottish Council for Development & Industry 
Scottish Urban Regeneration Forum 
Shell UK 
Social Enterprise Alliance Midlothian 
Standard Life 
The Faculty of Advocates Free Legal Services Unit 
The Grange Group 
The Scottish Parliament & Business Exchange 
Triodos Bank 
Unity Trust Bank 
Voluntary Sector Gateway West Lothian 
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