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Social enterprises are ‘stakeholder owned’ rather than ‘shareholder owned’. With
the champion of the ‘shareholder value’ movement, Jack Welch, describing it as ‘the
dumbest idea in the world’ following the credit crunch, the time for stakeholder
value has arrived and this book sets out exactly what that will mean in practice.

Professor Jonathan Michie, President, Kellogg College, University of Oxford

This book represents an important contribution to social enterprise scholarship that
will also be of considerable interest to practitioners and policy makers. Its integration
of management frameworks, social theory and public policy approaches provides a
fresh set of perspectives and insights on this increasingly influential sector.

Dr Alex Nicholls, Lecturer in Social Entrepreneurship, The Said Business School,
University of Oxford

The authors have raised the bar. This book is well written, necessary, comprehensive,
intellectually stimulating and informed by practical experience. This will aid student
understanding of the key debates and issues relating to social enterprises, explores
the likely challenges facing social enterprises and offers insights into the evolution of
the sector. Packed with examples, case studies and student revision tasks, this is a fine
addition to the existing literature and is sure to be a core text.

Declan Jones, Head of Student Enterprise, Caledonian Business School, Glasgow
Caledonian University

Combining a thorough study of the current state of literature and a deep understand-
ing of working with social enterprise, the authors present an excellent overview of
the state of thinking that will be of use to those studying and those working with
social enterprises. It presents the key challenges and different views found within the
practice, research and policy community and sets out the debates for future years.
This is a valuable contribution to our understanding of this rapidly changing sector.

Professor Fergus Lyon, Director of ESRC/OCS Social Enterprise Research Cluster,
Middlesex University

A good thorough analysis of social enterprise and its context, drawing on a range of
relevant theory and evidence. It should become an essential text on the field,

Roger Spear, Senior Lecturer and Chair of the Co-Operatives Research Unit, The
Open University

This is a well written, well researched, and above all, critical investigation into the
notion of social entreprencurship. It is essential reading to any student or practitioner
who wishes to understand how social entrepreneurship has developed, its intellectual
antecedents, and why it is so important to contemporary society.

Tim Curtis, Senior Lecturer, Unltd and HEFCE Ambassador for Social Entre-
preneurship in Higher Education, University of Northampton



A valuable and timely book which is relevant to academics and practitioners alike.
There is a welcome emphasis on providing practical learning activities grounded in a
discussion of both historical and contemporary concepts of social enterprise.

Dr Linda Shaw, Head of Research, The Co-operative College

This book is important reading for students of social enterprise, both inside and
outside the academy. It illuminates the social and political impulses underpinning
current trends in this field, and provides nuanced comparative insights into how
practice has developed in different world regions. The book is a rare combination;
theoretically informed and practically applicable to the establishment and manage-
ment of businesses that trade for a social purpose.

Dr Jo Barraket, Associate Professor of Social Enterprise and Entrepreneurship,
Queensland University of Technology

vii
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Welcome to the guided tour of Understanding Social Enterprise: Theory and Practice.
This tour will take you through the main sections and special features of the text.
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In the short history of the social enterprise movement, writers have - not surprisingly ~
B 0 ek tho oipuns Wit I . socin ssepeie?” Nomeasly by e 08 of
the first chapter, whether through historical analysis, advocating alternative valucs
and practices, or painting 4 vivid picture of community life, the reader encounters a
definition, or gains a sense of social enterprise as a concept. In this book, we resist i
the attempr to set out a definition of social enterprise 0o early in order to consider
the historical developments that have led 1o its emergene.

nthe Lot decade, thindsector orgamisatons (TSN have b increasingly draen

ity to deliver services. 55 UK, the eseablishment of an Office of the Third Sector
©T9n May 2006 and a Centre for Third Sector Research in 2008 marks the politi-

cal acceptance »

Learning objectives: A clear set of learning
objectives are provided for each chapter.
Introduction: The introduction provides you
with an overview of the topics covered in each
chapter.
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community benefit society (BENCOM). Unincorporated forms that might fall under fi
the radar include charitable trusts o informal asociations (Cabinet Office, 2007). ¢

Business formats oge fom toca fim, worrs cooperative,consume i
tive, Intermediate labour market (LM), voluntary and commanity organisation (VCO), |

employee-owned company and development trust. ]

w CLASS EXERCISE  Identifying the third sector
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* group 1:frst system, private sector

* groun 2: second system, public sector
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servces, compar ‘charties and

cooperaties

e U

There s number o ways 1o suess te comtburon o TSOs Below, we conider
three aditional perspecives (the employment provideds the number of organisa

tions; the financial value of ther trading acuvities) o llustrate how the frame of
reference can radically alter perceptions of the size of the sector. The US and EU

Class Exercises: Individual and class exer-
cises have been designed to enhance learn-
ing and engagement with the text.

The Third Sector and the SoctalEcanomy n

sease of working for the organisation without pay i discouraged by international
agreements (ICA, 2005),

e — o s B
Case1rq4 The Rochdale Pioneers

inspired by the
v and p ces

ey

been acaplec over 1 last 150 years, but which ae st recognisable ocay a8 an asp-

atianal form of oxganisation that comeines economic and social fospansibiy. These

principies are now embadde in codes of Govermance it mor fhe development of

mocter-day cooperaiie praciices (see Caoparatives LIK. 2008).

The: 1844 Rochduie Pricites

1 Open membership

2 Damocratic contol (ave person. ore vata).

3 Distrbution of surpkus i proporton o rade.

4 Payment of imied rtorest on captal

5 Poiical and eégous neutraity.

6 Casn ading (n0 Creck extended)

7 Promation o aducaton

The Rexisions o he Intemational Gooperaive Aliance (ICA) i 1966

1 Opan, valuntary mermberstp.

2 Democratic governance

3 Limited rolurn on aquity

4 Surplus besongs 1o membors

5 Education of members and pubkc in cooperative principies

6 Cooperation between cooperatives.

1895 ICA Stasement of Co-operative Kientry

1 Volstary and open membersho

2 Democratc memter comol

3 Membar econom participation

4 Autonomy and ingependence

5 Education. raining and informaton

& Cooperation amongs! cooperatives.

7 Concern for communty
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Case studies: Short cases provide you
with real life examples of topics covered and
discussion questions, aiding learning and
understanding.

environemental and social benefits), Thess are organised through a workes or community
cooperative that subverts the dominant power relationship berween capital and
labour. The practical issue here is whether the representatives of capital (investors
and funders) or thosc working and benefiting from the enterprise (labour and ben-
eficiaties) have the final say in running the organisation and deciding what 1o do
with financial surpluses and losses. This acrangement is unproblematic if individual
members have committed thei own moner lsues rse o 000 as members go out-
side the organisation to raise money. In Spreckley's definition, there is a preference
hae capialathes than o, paid fed reurn. Thi . theoretically speaking,
the severc of ‘the employer’ payin fixed wages o “employees’ then cquirin all
sesidual profis. i “hired! at 2 fixed rate.

and any residual ymm- §010 the workforce o1 community

“This definition gives no recognition (o social enterprises thar are registered as
charitics and follow the trustee-beneficiary model, nor does it reflect the situation
in membership associations that use a mix of paid and unpaid lsbour to pursue
social goals. The definition also takes ‘community” to mean people in a local area as
opposed

enterpn y in scale. Lastly,
Spreckley's definition gives no recognition to partncrships and multi-stakeholder
enterprises involving state and private organisations.

In 1996, a study by the EMES European Rescarch Network set ot a series of
social and economic characteristics used o select organisations for a pan-European
study of social enterprise (Definition 2). The EMES definition has some of the hall-
‘marks of Spreckley's definition, but is less prescriptive about employce ownership
and control. Auconomy and entrepren taking, combined with social and
economic participation, are hallmarks of the EMES definition, bur the door s lefe
open for different stakeholders (users, customers, funders, epplien od cnplorea)
1o participate in the enterprisc. Compared to Definitions 3 and 4, more emphasis is
placed on democraic control over production and delivery of goodk 484 servces.
There is no intrinsic assumption that the organisaions be ‘businesses’ or that they
should adopt ‘business practices’. As a definition, the researchers and

Boxed definitlons: Key concepts and ideas
are explained in order to aid understanding and
to help you to explore topics in greater depth,
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into the debare. What matters is the basis on 1which participation rights are granted:
i1 a private (cconomy) enterprise, membership is acquired when investors purchase
private property rights; in a social (economy) enterprise, membership s acquircd
when people are recognised for their labour and trading (consumer) contributions to
he sussainabiliy of the enterprise.

In this chapter, we have considered the context in which the public sector has irself

M)
and social enterprise (theough the devolution of public service delivery to organi
sations owned by former public scrvanis), We have also considered the response
of “local socialism’ to NPM as a community-based business movement advancing
democratic governance and participation rights. Both developments support moves
10 develop a social ecomomy, but are not necessarily ar automatically supportive of
voluntary and charitable models of scrvice delivery in other parts of the third sector
(see Chaptes 1),

‘While the emerging literature on social enterprise is well populated with discus
sions about the impact of ‘busincss practices’ on the voluntary and charity sector
(Goerke, 2003; Seanor et al., 2007), another aspecr is & long-established argument
that ‘social enterprise’ comprises commercial activity where ownership and control
sights are allocated (primarily) to productive labour (Pateman, 1970; Dholakia and
Dholakia, 1975; Ellerman, 1992; 1984; 1990). The danger, particularly in an Anglo-
American context, is that this older madition of social enterprise is supplanted by
government slogans that reduce it to ‘business with a social purpose’ (Dart, 2004;
Peattic and Morley, 2008), While the ambiguity may broaden its appeal, it risks intro-
ducing greatcr compeition aver the underlying premses and assumptions that drive
social enterprise development.

‘The debate about the impact of ‘business’ practices is a salient issu for voluntary
and chasity organisations converting ta social enterprise, but it i less of an ssue for
cooperatives and employee-owned organisations that have established their marker
presence and exhibit mature (albeit somewhat different) business® practices. The
lanier are more interested in the nature and quality of the business pracrices that
develop, whether they effectively combat staff alienation, and whether distributive
mechanisms for social and economic democracy improve the overall quality of life of
affeeted sakcholders (Ridley-Duff, 20083,

Consequently, advocates of social enterprise to transform the public and pri-
vate cconomy (rather than the third sector) focus less on ‘social purpose’ and
more on ‘socialisation” of eotrepreneurship, ownership, management and trading
(Ellesman, 1982; Gates, 1998; Allan, 2005), We considered how this is achieved
by the Mondragén Cooperative Corporation, through ending the employment

elationship and replacing it with member ownership undetpinning participation
rights in management and governance (Ellerman, 1990; Turnbull, 1995; Ridley-
Duff, 2010).

Taken together, Chapters 1 and 2 review the full range of social, political and
econom changes that are contributing to the emergence of social cnterprisc as both
& concept and a form of organisation. Firstly, voluntary organisations and charities

Conclusions: This section reviews the main
concepts and issues covered in the chapter
in order to be sure that you are clear on what
was covered and why,
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Summary of learning: These bullet points
summarize the key points in the chapter.
Questions: Sample essay questions are pro-
vided to aid revision and encourage you to
explore what you have learnt.
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Further reading: A selection of relevant
articles and book chapters that enhance
and compliment your understanding of

Glossary: At the end of the book you will find
a detailed glossary of all the key concepts
covered in the book.

the chapter. Many of these articles can
be found on the companion website www,
sagepub.co.uk/ridleyduff.
Useful resources: A list of useful web-
based resources that allow you to further
explore topics in the book.
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Be sure to visit the companion website at http://www.sagepub.co.uk/ridleyduff to find a range of
teaching and learning materials for both lecturers and students, including the following:

For instructors: For students:

B Instructors’ manual: A comprehensive B Full-text journal articles: Full access to
instructors’ manual containing learning out- selected journal articies provides students
comes, key arguments, chapter summaries, with a deeper understanding of the topics
useful resources, further reading and a number covered in each chapter.
of sample essay questions for each chapter. B Links to relevant websites: Direct links to

B PowerPoint slides: Detailed PowerPoint online information about social enterprise
slides provided for each chapter. These projects.

slides can be edited by instructors to suit
teaching styles and needs.

B Additional case studies: Additional case
studies and accompanying questions pro-
vide tutors with helpful resources for use in
seminars and tutorials.
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} Welcome to the C¢ for Und g Social Enterprise: Theory and Practice
7 by Rory Ridley-Duff and Mﬂte Bull

About the Book

This section contains details about the book and its authors.

This section contains a variety of resources which have been developed to accompany
Understanding Social Enterprise: Theory and Practice.

The material within this section includes:
» Additional case studies and articles

= Powerpoint slides for lecturers

This area of the site is password—protected To request an inspection copy please contact
insp gepub.co.uk. You will be sent a password on adoption.

For lecturers based inside North America, please contact books.marketing@sagepub.com to
request a 1tary copy and p

Student Resources

This section includes links to relevant joumnal artides and Youtube videos for each chapter.
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This book invites students, academics and practitioners to develop a critical
understanding of social enterprise through an exploration of the relationship
between theory and practice. Over the last decade, this new term — and the related
concept of social entrepreneurship — has reached an increasing audience. Social
enterprise is being used by growing numbers of activists, entrepreneurs, organisa-
tions and government officials as an umbrella term for any form of organisation
that innovates or trades for a social purpose. In some cases, the results have been so
spectacular and on such a scale that politicians of all shades, from all corners of the
world, are taking an interest in how social enterprise might offer new trajectories
for engaging ‘more-than-profit’ and ‘non-profit’ organisations in their own aspira-
tions for social change.

This growing popularity, paradoxically, also presents a significant challenge. As
authors, we will argue that the concept evolved in the EU within a fairly close-knit
community of ‘activist’ businesses and regional support networks, while in the US
it evolved out of concern that philanthropic ventures should be sustainable over the
longer term. Whilst adopting a range of approaches, these early initiatives shared
a commitment to developing trading relationships that promoted social democ-
racy and financial equity across society. With the formation of support agencies
around the globe, the seductive appeal of the term ‘social enterprise’ became a way
for many more people (governments, charities, voluntary groups, environmental
organisations and ‘social businesses’) to articulate an alternative to profit-maximis-
ing private enterprise. As a result, many groups now use the term to describe them-
selves and others, with an equal number feeling unsettled by a perceived attack on
their identity. A significant part of this book, therefore, is devoted to navigating
through the confusion that has arisen as social activists, umbrella organisations and
governments advance the concept while others resist changes they associate with a
‘business’ agenda.

Our motivations to collaborate on this book are also paradoxically straight-
forward and complex. In 2006, we each presented papers at the 3rd Social
Entrepreneurship Research Conference (SERC) held at London South Bank
University. The straightforward motive for the book lies in the friendships that
developed and the enjoyment we continue to take in comparing and contrast-
ing our experiences and research findings. These friendships were strengthened
when Mike Bull organised an event at Manchester Metropolitan University titled
Critical Perspectives on Social Enterprise. The authors were joined by Jon Griffith
(University of East London), Pam Seanor (Huddersfield University), Doug Foster
(Surrey University) and Tim Curtis (then at Oxford Said Business School, now at
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Northampton University). The energy generated by this event prompted the speak-
ers to dub themselves the Manchester Critical Group. The event became a catalyst
for the development of an informal network that continues to this day. While the
text has been credited to two members of this network, it can be viewed as a prod-
uct of the critical thinking that emerged within this group, as well as their ongoing
debates at academic conferences.

Like Paton (2003), we bring a social constructionist perspective to issues of the-
ory and practice in social enterprise. Our assumption, therefore, is that people
are — and have to be studied as - sentient beings who use their existing knowledge
and experience to interpret the situations they face. As a result, prescriptions for
entrepreneurial or management practice — based on the assumption that people will
react or adapt in consistent ways — are not viewed as a helpful approach to social
enterprise education. We assume that people are selective in the way they notice
the world. The theories most useful to them are the ones that are carefully worked
out in response to challenges in their cultural, social and physical environment. The
concepts and learning opportunities we present, therefore, are not aimed at teach-
ing the ‘truth’ about the ‘real’ world. They are research-informed theories, and
experiential learning activities, that have been sufficiently useful to us, our students
and research participants that they are worth committing to paper and disseminat-
ing more widely.

As authors, we have connections both inside and outside the world of social
enterprise practice. Our ‘insider’ status is expressed through previous and current
experience working in the sector, and also contributions to knowledge that we have
individually and jointly contributed as members of academic institutions. Some of
these theories are now embedded in ‘tools’ that support the development of new
practices in strategic management and enterprise governance (www.socialenter-
prisebalance.org). Our ‘outsider’ status, however, is expressed in critical analyses
of the way these theories (including our own) are not only limited and partial rep-
resentations of what is “out there’, but also the latest additions to a long-running
critique of the role of private property in economic development, When we started
writing, the heartlands of capitalism were imploding as some of its most revered
institutions collapsed, shrunk and were taken (back) into state ownership. As we
finish writing, a new crisis (rooted in the 2008 crisis) is threatening to spread unrest
from Greece across Europe and destabilise the eurozone. Some fresh social and
economic thinking, therefore, is timely.

No book can provide an exhaustive examination of a subject. We have been selec-
tive by drawing attention to theories that have helped our research participants and
students contribute to practice in social enterprises. Those in other cultures and parts
of the world, we are sure, would select differently. While drawing on international
examples, the text inevitably reflects our work with diverse communities of practice
in the UK, and the Anglo-American and European contexts in which we disseminate
our work.

One or other author took the lead in producing a first draft of each chapter with
support and critique from the other: in this sense the writing is a co-production.
Chapters 4, 10 and 12 were drafted with the assistance of Pam Seanor, while Chapter
9 was co-authored with Dr Tracey Chadwick-Coule. Rory took an editorial lead in



