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Background and purpose

In 2009, The Australian Centre for Philanthropy and Nonprofit Studies is working with Social Traders to map social enterprise in Australia. The purpose of the Finding Australia’s Social Enterprise Sector (FASES) Project is to get an understanding of the scope, location and contributions of Australian social enterprise, in order to better support advocacy for the work of these organisations. A concrete output of the project will be an online directory of social enterprises and social businesses across the country. An important first step in measuring the scope of Australian social enterprise is to develop an agreed definition of just what social enterprise is. Later in the year, we will conduct an online survey and invite identified enterprises to participate in this on a voluntary basis.

This paper provides a brief discussion of existing definitional debates and the issues that arise from these. At the end of the paper, you will find a series of specific questions to which we seek your response. However, there may be other issues that you identify as being important in defining the idea of social enterprise. We welcome your response to any aspect of this discussion. 
Defining social enterprise: the great debate

[image: image1]Social enterprises may be broadly understood as social (including environmental and cultural) purpose or social benefit organisations that primarily fulfil their mission by trading. Despite the apparent simplicity of this statement, definitions of social enterprise have been broadly debated for over 15 years. These debates run along a number of lines:

Defining activity by social purpose – the idea of social enterprise uses social purpose, rather than sectoral status (eg not for profit, private sector, public sector), as a measure of an organisation’s identity. It also positions commercial activity as a vehicle though which social purpose may be fulfilled, rather than as a polar opposite to social purpose. Yet, this raises an important question about just how social purpose is defined. In the past, nonprofit distribution (and, some would argue, public sector status) has been used as a proxy measure for social purpose. Some definitions still utilise these measures, identifying limited or non profit distribution as an important characteristic of social enterprise, and distinguishing social enterprise from social businesses that take profit distributing forms.  Other definitions suggest that these kinds of proxies are no longer useful, arguing that all non-profit distributing, limited profit distributing and profit distributing businesses that trade primarily for a social purpose are part of the social enterprise organisational field. There has been relatively limited debate- let alone consensus – about just what constitutes social purpose. In Europe, researchers have defined social benefit as ‘for community, identity group, or cause’
, yet this remains a rather abstract definition to which many interpretations could be attached. 
Defining trade – Social enterprises are defined as trading organisations. Yet trade itself ranges from commercial transactions to alternative currency and non-monetary forms of exchange. Business-led definitions of social enterprise limit notions of trade to commercial transactions. More communitarian definitions include activities such as alternative currency transactions (eg LETS schemes) and non-market exchange, such as sustained trading of surplus through community gardens
.
Defining enterprise – While definitions of social enterprise typically attach to trading entities, there is an ongoing conceptual debate about the role of innovation and entrepreneurship in defining social enterprise activity. Some commentators have moved away from the term ‘social enterprise’ toward ‘social innovation’ in order to focus on the processes, rather than organisational forms (enterprises) and individuals (entrepreneurs), through which social purpose is fulfilled. 
The FASES project focuses specifically on organisations. Yet the idea that innovation and entrepreneurial behaviour has a role to play in defining social enterprise raises important questions about the centrality of trade in our understandings of enterprising social purpose activity.  In particular, it raises questions about where to set the limits between social enterprise (where trade is a primary vehicle for mission fulfilment) and enterprising nonprofits (where entrepreneurial strategies are adopted to innovate within an organisation).
Figure One: Preliminary Conceptualisation of the Social Enterprise Sepctrum
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Operationalising the concept
 In order to map social enterprise using a survey instrument, the idea needs to be operationalised, or made measurable. In other countries where mapping exercises have already taken place, there have been various attempts to operationalise the idea. The UK government, for example, originally used a combination of legal status and proportion of income derived from trade to define social enterprise.  A social enterprise was therefore:

· a nonprofit or Community Interest Company (a legal structure specifically devised for social enterprise) that derives at least 25 % of its income from trade.

That definition proved to be too restrictive, and has since been revised and broadened to encompass

· ‘businesses with primarily social objectives whose surpluses are principally reinvested for that purpose in the business or community, rather than being driven by the need to maximise profit for shareholders and owners’
 .  

Not only companies limited by guarantee, and industrial and provident societies but also companies limited by shares, unincorporated associations, partnerships and sole traders fit this definition.  The UK Social Enterprise Coalition (SEC) similarly employs a definition that is broader than the Department of Trade and Industry (DTI) original.  While excluding business activities more consistent with corporate social responsibility and focusing only on organisations where the social or environmental purpose is central, the SEC approach acknowledges that the social purpose of an organisation can be ‘embedded in its structure and governance’.  
    

Other attempts to operationalise the concept have relied on self-identification measures; that is, providing a broad definition and then asking organisations surveyed to state whether they are or are not a social enterprise based on this definition. The idea of self-identification has some benefits, as it overcomes the complexities of determining the limits of social enterprise. However, it has also led to notably weak measures, by including businesses that seek the ‘social enterprise’ label for promotional and regulatory benefit purposes, and excluding legitimate social enterprises that do not identify with this terminology. 
Some questions for you

· What, in your view, are the main characteristics of social enterprise?

· ‘Trading’ ranges from monetary exchange to alternative currency exchange (eg LETS systems) to non-monetary exchange (eg bartering and trading surplus goods). What forms of trading activity should be viewed as constitutive of social enterprise?

· What distinguishes a social business from a commercial business with social benefits? To what extent should for profit business forms be included in our understanding of social enterprise? How do we define an ‘end-point’ on the spectrum?
· What distinguishes a social enterprise from an enterprising nonprofit? To what extent should nonprofit organisations that have some trading functions (eg merchandising to support campaigns) be included in our understanding of social enterprise? How do we define an ‘end-point’ on the spectrum?

· Is a member serving organisation always a social purpose organisation? Should all traditional forms of mutual and cooperative trading organisation be considered social enterprise? 
· Market forms of governing (eg Job Network and Social Housing policies) result in social purpose organisations holding government contracts. Should these organisations be considered social enterprise, where delivery of government contracted services constitutes their sole form of trading activity? 

Contact us

If you would like to respond to any of these questions, or provide other thoughts about the issues associated with mapping Australia’s social enterprise sector, please email the research team at fases@qut.edu.au. If you would like to assist the mapping by providing information about social enterprises you know of, please visit the project website at www.socialeconomy.net.au 
Gray, Healy and Crofts.  2003.  


‘.. activities undertaken in the public interest using entrepreneurial strategies’ 142


‘.. the idea that business acumen can be applied to community causes to achieve a transfer of economic and social resources to disadvantaged groups and individuals’  








Talbot, Tregliga and Harrison 2002.


‘Social Enterprise is a means by which people come together and use market-based ventures to achieve agreed social ends.  It is characterized by creativity, entrepreneurship, and a focus on community rather than individual profit.  It is a creative endeavour that results in social, financial, service, educational, employment, or other community benefits. (page 2).








EMES:  Social enterprises can be defined as "organisations with an explicit aim to benefit the community, initiated by a group of citizens and in which the material interest of capital investors is subject to limits. They place a high value on their independence and on economic risk-taking related to ongoing socio-economic activity."


� HYPERLINK "http://www.emes.net/index.php?id=203" �http://www.emes.net/index.php?id=203�
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