A Useful Guide to Starting a Social Enterprise

This resource pack should be used as a tool for those interested in starting a Social
Enterprise business. The aim is to provide a clear, visual pathway. It should also provide an
introduction and with the help of included resources, should inspire further research.
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What is a Social Enterprise?
A Social Enterprise is similar to traditional business but the profits they
make are reinvested or donated; benefiting the community.

“Social Enterprises are in our communities and on our high streets – from coffee shops and
cinemas, to pubs and leisure centres, banks and bus companies. By selling goods and services in
the open market, social enterprises create employment and reinvest their profits back into their
business or the local community. This allows them to tackle social problems, improve people’s
life chances, provide training and employment opportunities for those furthest from the market,
support communities and help the environment.”
www.socialenterprise.org.uk

There are over 100,000 Social Enterprises throughout the UK, providing facilities,
opportunities, skills and employment for their local communities while contributing £60
billion to the economy. They exist across a multitude of sectors, from Education, transport
and retail to manufacturing, marketing and hospitality. They serve a wide array of needs
and interests and profits are also reinvested into the company or donated to local projects
and causes, meaning Social Enterprises can really transform their communities for the
better.
Social Enterprises can be defined as:
●
●
●
●
●
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Business that have a clear social or environmental mission;
Independent business that earn more than half of their income through trading;
Businesses that are controlled or owned in the interests of a social mission;
Businesses that reinvest or give away at least half of profits or surpluses towards a
social purpose;
Businesses that are transparent about how they operate and the impact they have.

“‘Social Enterprise’ is not a legal structure itself. It is a general term given to a range of business
models. The core, unifying features of Social Enterprise are social purpose and trading.”
Iridescent Ideas

Types of Business Structure
A social enterprise is not a legal structure in itself – rather it is a general
term describing various business structures. A few examples include:
●

Registered Society
Cooperative or community benefit societies giving members equal stake and say in
management.

●

Community Interest Company (CIC)
Limited by shares or guarantees and must fulfil a community purpose. Assets and
profits are dedicated to the community purpose.

●

Unincorporated Association
Ideal for smaller groups - members of the association make their own rules and
write them in a constitution.

●

Charity
Organisation is exclusively charitable and exists for public benefit. Can trade
although very restricted so mostly relies on funding and donations. Charities have
tax breaks.

There are several additional structures to consider, but we will focus on these four in this
guide. These business structures each come with positives and negatives. To choose which
structure will most suit your organisation, it is useful to have a clear Company Objective.
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Company Objectives
You are likely to already have a clear idea of what the objectives for your proposed
company should be: providing a service or facility, skills or employment etc. But to help you
decide which business structure will best fit your Social Enterprise, it’s important to
consider additional factors:
●
●
●
●
●

What exactly are you trying to achieve?
Who will the organisation benefit? (Shareholders, a local group etc)
How will the organisation be managed? (Board of Directors, voluntary trustees etc)
Where should surplus/profits go?
How will external factors affect your company?

The following resources can help you to clarify and plan out your company objectives and
help identify some of the external influences that may affect your Social Enterprise.
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One-Page Business Plan
A business plan will help you to clarify your ideas and objectives and identify any existing skills
you have (e.g. good with numbers, marketing experience). The plan can be very detailed and
will evolve as your business does, but you can use this one-page example to get you started.
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Company Vision

Customers

Aims

Social Objectives

Values

Marketing Objectives

Services Offered

Operational Objectives

Skills & Experience

People Objectives

Financial Objectives

Key Actions in first/next 6 months

Key Performance Indicators

Company Logo

SWOT Analysis
A SWOT analysis helps to assess four key aspects of your business: Strengths, Weaknesses,
Opportunities, and Threats.
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Strengths

Weaknesses

Opportunities

Threats

PESTLE Analysis
A PESTLE analysis helps to identify and examine key external factors (Political, Economic,
Sociological, Technological, Legal and Environmental) that can affect and influence the
running and success of your business.
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Choosing a Structure
Once you have a clear vision of your company objectives and you have identified any
internal and external factors that may affect your business, you can now choose a business
structure to best suit your company. As previously mentioned, each structure is different
with its own pros and cons, and likewise they are set up in different ways. Below are the
structures again along with some of the components they require. Where possible, we have
provided examples and/or links to further reading.

Registered Society
The two types of Registered Societies are ‘Cooperative’ and ‘Community Benefit’. In brief
terms, a ‘Community Benefit Society’ trades for the benefit of the community whereas a
‘Cooperative Society’ trades for the benefit of its members.

Next steps
If you choose to become a Registered Society, the next key steps include:
-

-

Hiring a Board of Directors (See page 14 for an example of our Directors Role
Description and Personal Specification, please bear in mind that Lynher Barge is a
CIC)
Deciding on membership options for the society
Seeking legal advice
Checking the bylaws of the industry your company is operating in
Completing appropriate forms of submission
Employing an accountant
Setting up a bank account.

Further reading about Registered Societies
Registered Societies: An Introduction
Tell Me More About Registered Societies
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Community Interest Company (CIC)
CICs use their profits and assets for the benefit of the public. They are limited by shares or
guarantees and must fulfil a community purpose. CICs are often set up to tackle social and
environmental issues within a variety of industries and by focusing their efforts to achieve
public good, CICs play a valuable role in creating a sustainable and socially inclusive
economy. CICs have the ability to become Charities.

Next steps
If you choose to become a CIC, the next key steps include:
-

Hiring a Board of Directors (See page 14 for an example of our Directors Role
Description and Personal Specification)
Seeking legal advice
Checking the bylaws of the industry your company is operating in
Completing appropriate forms of submission
Employing an accountant
Setting up a bank account.

Further reading about Community Interest Companies
Community Interest Companies: Leaflets
Info Sheet: Community Interest Companies
A How To Guide To Company Formation And Cic Registration
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Unincorporated Association (UA)
Many community and voluntary organisations are classed as Unincorporated Associations.
UAs are ideal for smaller groups as members of the association make their own rules and
write them in a constitution. The term “Unincorporated” means that the association has no
existence other than its members as individuals in the eyes of the law.

Next steps
If you choose to become a UA, the next key steps include:
-

Writing a formal constitution
Electing a management committee

Further reading about Unincorporated Associations
A Step-By-Step Guide To Writing A Constitution For A Small Community Group
Unincorporated Association: Resource Kit
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Charity
Probably the most well known category of Social Enterprise, Charities perform exclusively
charitable work and exist solely for public benefit. Charities can trade within various
restrictions and so rely on mainly funding and donations, however they are entitled to
various tax breaks.

Next steps
If you choose to become a CIC, the next key steps include:
-

Deciding on the format and structure of your charity
Create a ‘Governing Document’ (rulebook)
Forming a board of Trustees
Nominating a Chair of Trustees
Forming the operational arm of your charity
Employing personnel and trading as a Company

Further reading about Charities
Why Social Enterprise: A Guide For Charities
Create A Governing Document
Setting Up A Charity
Opening A Charity Bank Account
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Further Reading
Social Enterprise UK
Gov.UK: Social Enterprise
Iridescent Ideas
Legal structures for community groups and not-for-profit organisations
How To Decide Whether To Set Up A Social Enterprise (CIC) Or A Charity?
Bank accounts for community groups
Industry Specific Bylaws
Funding and investment guidance
Operational guidance and support

Additional Resources
The following pages contain copies of our Role Descriptions and Personal Specifications for
Lynher Barge CIC Directors as examples - Feel free to use these as an outline for your own
Social Enterprise documents. There is also a flowchart to compliment this booklet.
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Lynher Barge CIC Director
Role description and person specifications

Director Role Description
The duties of a director are:
1. to ensure that Lynher CIC complies with its governing document, organisation law and any other
relevant legislation or regulations.
2. to ensure that Lynher CIC pursues its objectives as defined in its governing document.
3. to ensure that Lynher CIC applies its resources exclusively in pursuance of its objectives i.e., the
CIC must not spend money on activities which are not included in its own objectives, no matter
how worthwhile or charitable those activities are.
4. to contribute actively in giving clear strategic direction to Lynher CIC, setting overall policy,
defining goals, setting targets and evaluating performance against agreed targets.
5. to safeguard the good name and values of the Lynher CIC.
6. to represent the CIC at functions and meetings as appropriate.
7. to declare any conflict of interest while working as a director.
8. to be collectively responsible for the actions of the CIC and other directors.
9. to ensure the effective and efficient administration of the Lynher CIC.
10. to abide by the equal opportunities policy.
11. to ensure the financial stability of the Lynher CIC.
12. to protect and manage the property of the Lynher CIC and to ensure the proper investment of its
funds.
13. to make sure the Lynher CIC is properly insured against all reasonable liabilities.
14. to appoint staff and other directors and monitor their performances.
15. In addition to the above statutory duties of all directors, each director should use any specific
knowledge or experience they have to help the group reach sound decisions. This will involve
scrutinising papers, leading discussions, focusing on key issues, and providing advice and
guidance requested on new initiatives, or other issues relevant to the area of the CIC’s work in
which the director has special expertise.
16. to attend meetings and to read papers in advance of meetings.
17. to attend sub-committee meetings as appropriate.
18. to participate in other tasks as may arise from time to time, such as interviewing new staff,
helping with fundraising.
19. to keep informed about the activities of the CIC and wider issues which affect its work.
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Director Personal Specification
Each director must have:
●
●
●
●
●
●
●
●

integrity
a commitment to the Lynher CIC and its objectives
an understanding and acceptance of the legal duties, responsibilities and liabilities of a
directorship
a willingness to devote the necessary time and effort to their duties as a director
strategic vision
good, independent judgement
an ability to think creatively
an ability to work effectively as a member of a team

Directors may have skills in the following areas which will help the Lynher Barge CIC fulfil its objectives:
●
●
●
●
●
●
●
●
●
●
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setting targets, monitoring and evaluating performance and programmes
financial management
the type of work being done by Lynher CIC
legal matters
fundraising
recruitment and personnel management, including a knowledge of employment legislation
public relations
marketing
computers and information technology
education and learning
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