
 
 

SUBMISSION FROM SCOTTISH SOCIAL ENTERPRISE COALITION 
 
 
Introduction 
1. Social enterprises are businesses that trade to deliver social and environmental purposes.  

 
2. The Scottish Government define social enterprises as “Businesses that compete in the open 

market for contracts or sales but combine their trading with social, community or environmental 
aims. They are sometimes referred to as ‘more-than-profit’ businesses because they reinvest 
their profits in the business or the community.” 
 

3. Social enterprises exist to make a profit just like any private sector business. However, instead 
of being driven by the need to maximize profit for shareholders or owners, social enterprises 
exist to address market failure with any profits or surpluses made reinvested into social and 
environmental purposes; for example providing employment opportunities to the long term 
unemployed. Without making a profit, social enterprises cannot meet their social and 
environmental objectives; they must trade to be sustainable. 

 
Profit                 √ 
Shareholders                  ×
Social benefit                √
Trading                √

 
4. The Scottish Social Enterprise Coalition is the national collective voice for social enterprise in 

Scotland and we champion enterprising activity across the third sector. 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. Latest estimates are that there 
are approximately 3000 social enterprises in Scotland providing a combined turnover of around 
£2bn – including co-ops, housing associations, development trusts, social firms and credit 
unions. Key sectors include culture, food, housing, recycling, retail and tourism. 

 
The Recession and Social Enterprise 
5. Social enterprises have and should be exposed to exactly the same forces that every business 

and public body has faced throughout this recession. The recession has forced social 
enterprises to adopt a business like discipline to ensure their viability in the short term and has 
highlighted actions needed to ensure long term growth. 
 

6. The Enterprise Minster Jim Mather, recognising the importance of social enterprise to the 
economy and civic society, said “We want Scotland to lead in the development of an 
enterprising third sector, including social enterprises.1”    
 

7. The social enterprise movement is not looking for preferential treatment from Ministers to build 
an enterprising third sector in Scotland, only parity of esteem. For example, after lobbying from 
the Scottish Social Enterprise Coalition, the Scottish Government has selected a consortium to 
identify and then develop 10 Public Social Partnerships (PSPs). These new methods of 
collaboration between the public sector and social enterprise in the design and delivery of 
public services are based on a partnership approach rather than a procurer/provider 
relationship; a key step in demonstrating how social enterprises can improve public service 
delivery in Scotland. 
 

                                                 
1 Parliamentary Question S3W-21937 



8. However, while the Coalition welcomes this action from the Government, in order for the 
Minister’s aspiration to become a reality there are a number of other measures the Coalition is 
calling for from all levels of Government. 

 
Community Benefit clauses 
9. In its 2008 Action Plan for an Enterprising Third Sector, the Scottish Government identified 

Community Benefit clauses as a key element of its policy of developing a sustainable third 
sector. The Scottish Social Enterprise Coalition sees Community Benefit clauses as key to 
embedding social enterprises in public service delivery. 
 

10. Community Benefit clauses are social clauses that can be included in public contracts to 
deliver a wider public benefit. For example, a construction contract may stipulate an 
apprenticeship or employment element. Public bodies such as housing associations are 
increasingly using their spending power to add value for the communities and citizens they 
serve achieving added value through purchasing decisions and delivering on multiple 
outcomes. 
 

11. We very much welcome Glasgow City Council’s adoption of Community Benefit clauses in its 
2014 Commonwealth Games infrastructure procurement process. We have been further 
encouraged by the Council’s commitment to see Community Benefit clauses spread across the 
rest of the Council’s procurement delivery.  

 
12. We believe that all public bodies should work to raise the profile of Community Benefit 

clauses, with a long term view of central and local government to allocate 10% of the 
value of all procurement contracts for Community Benefit clauses. 

 
Social Auditing 
13. One way to measure the social, environmental and economic benefits of social enterprises is 

the Social Return on Investment (SROI) Project which is currently being developed. This is 
an evidence-based approach of measuring the financial value of “soft” outcomes, e.g. 
employability, community benefit, volunteering, crime rates and health that can be overlooked 
or not appreciated by standard assessments. SROI is calculated by subtracting the costs from 
the benefits and dividing the result by the costs and is presented as a ratio. 

 
 
 
 
 
 
 
 
 
 
 
 
 
14. This level of social auditing allows social enterprises and the wider third sector to measure the 

financial value of the services it provides and can demonstrate to public bodies the added 
value in purchasing goods and services from the social economy. Social enterprises can 
deliver on multiple outcomes and save money across different budget lines. 
 

Public Authority Contracts 
15. Current local authority tender form design does not allow for information inclusion on SROI 

rating, social enterprise status or ability to deliver on Single Outcome Agreement (SOA) 
indicators.   

Case Study -  Six Mary’s Place 
• Six Mary's Place Guest House is a social firm based in 

Edinburgh.  
• City of Edinburgh Council awarded Six Mary's Place a 

Mental Health Specific Grant.  
• Estimated savings in mental health and support 

services in Edinburgh of over £420,000. Social Added 
Value per participant is almost £25,000 per annum for 
an investment of £3,500. 

• For every £1 invested, almost £6 is returned in social 
added value. 



 
16. A standard national form that allowed organisations to illustrate SROI rating and how they 

deliver on multiple SOA indicators would allow social enterprises the ability to demonstrate 
their added value and in turn allow public bodies to make cross budget efficiencies. 
 

17. Further public authority contracts should be extended where possible to assist longer term 
planning and security, and re-tendering without proper rationale and consultation should be 
avoided. 
 

18. Public authority contracts should be paid promptly during this period to deal with cash flow 
issues. While the Scottish Government has a commitment to pay contractors within 10 working 
days, all public bodies should abide by and meet the same standard. 
 

Best Value 
19. Local authorities have a legal duty under the Local Government in Scotland Act 2003 to 

improve the services they provide. This is to enable a balance between cost and quality 
considerations in service provision, whilst ensuring ongoing value for money. 

 
20. Local authorities have proved they have grasped the concept of best value by not selling all 

available land for housing to private developers but earmarking sites for social housing from 
which they will receive a lower price. 

 
21. However outside of social housing many social enterprises experiences of local authority 

tendering process is that they focus on the price of the contract. The Coalition recognises the 
difficulties faced by local authorities to balance the competing claims made by service 
providers about how they best fulfil obligations relating to best value and difficulties of 
quantifying these claims. Comprehensive social auditing of the third sector and the tender form 
design suggested above would allow public bodes to readily identify how they can achieve best 
value in service delivery. 

 


