                               Funding within Social Enterprise
Introduction
[bookmark: _Hlk36465018]This essay will explore the challenges of funding within Social Enterprise. It will describe a social enterprise and clarify the value of funding, so that organisations can achieve their social goals. It will provide factual evidence with regards to the impact social enterprises has on the Uk economy and employment figures. It will explore the difference in structure and management to more traditional businesses and recognise the problems raised by a variety of funding mechanisms open to a social enterprise along with the related risks. It will discuss the issues of being dependant on grants and their application process, as well as the risks associated with donors and trying to secure income through fundraising and gaining capital through loans. It will also explore funding methods to generate capital within social enterprise, such as integrating commercialisation as an income stream and the challenges and benefits of doing so. It will also provide an example of a social enterprise with a trading arm and the impact it is has on the financial and social objectives of the enterprise. To conclude this essay will review and discuss key points made with regards to funding within social enterprise. 

Main body
Defining Social Enterprise
Social enterprises are businesses with the primary goal of building a better world and creating a positive change. They involve both for- profit and not-for profit organisations, they`re purpose is to make a profit but it`s what they do with they`re profit that distinguishes them from traditional businesses, by reinvesting or donating them to create a positive change and support communities. Reinvesting their profit`s helps them to solve social issues, provides opportunities for education and employment, this benefits society and helps improve the environment. Throughout the United Kingdom there are over one hundred thousand social enterprises contributing a total of sixty billion to the British economy and hiring over two million people. While profit is not the primary motive behind a social enterprise, revenue still plays an important role in the organisations survival to ensure that it continues to fulfil its social purpose. Social enterprises create new and exciting solutions to society’s problems. Growing numbers of projects are being initiated to tackle issues from poverty to health and from education to climate.  Despite many of these organisations succeeding in their objectives, most of these organisations face a common problem, namely the inability to secure growth through capital (Emerson. J. 2007)

Challenges of Funding Within Social Enterprise  
Social Enterprises are designed differently to traditional businesses, conventional businesses will use its balance sheet and business plan to offer various combinations of risk and return to several investors, this is not the case for a social enterprise (Bugg-Levine, A. 2012). Social Enterprises are also managed differently to traditional businesses, whereas a social enterprise must manage their triple bottom line. The triple bottom line is an accounting system that integrates, social, environmental and ﬁnancial dimensions. This differs from conventional models as it includes environmental and social interventions that can be difﬁcult to delegate appropriate measuring methods. The triple bottom line dimensions are also widely recognised as the three Ps: people, planet and proﬁts (Slaper, T.F. 2011).

The lack of funding resources is one of the major challenges many social enterprises face. Some organisations can raise income through the sale of socially beneficial goods or services, others cannot (S. Douglas. 2018). Funding opportunities within a Social enterprise include government and charitable grants, donations from donors who share the same social objectives, fundraising, funding the enterprise yourself or borrowing from friends and family or obtaining loans from banks. 

Grant reliance
The third sector receives income from two primary sources, individuals and legislative institutions. For almost one in ten voluntary organisations, statutory bodies make up the bulk of their income (Nvco. 2020). Most social enterprises depend on government grants and other charitable organisations to get them started. However, capital received from grants are not enough to guarantee the financial stability of the organisation. Grants are mainly used to purchase equipment within the organisation, they cannot pay wages, the day to day running costs or rent on a property. Grant application procedures are often lengthy and depending on the size of the grant, organisations may need to provide a detailed budget to the funder as well as proof of expenditure, a program assessment and periodic reports of progress. Each funder has their own requirements, priorities and processes which means every application has to be customised to meet the needs of the criteria set out. It then takes time to get a decision and secure the grant, this takes a considerable amount of time and energy which could take away from the organisation`s social objectives. Organisations must also recognise that being successful in one grant application such as a government funding grant could result in a reduction in financial support from other funding sources such as donors that may decide that their donations are no longer needed and therefore may decide to donate to other causes instead (B, Smith. 2012).

Fundraising
The challenges of fundraising today are far greater than ever before, capital received from fundraising isn’t enough to ensure financial stability. Fundraising also requires a considerable amount of time, planning and energy. Which in turn can take away from the social enterprise`s main objectives. Donors tend to donate to charities they have built a relationship with or have a vested interest in and are in the public eye frequently such as animal charities, The Big issue which provides vital services to rough sleepers or Help for hero`s, which provides support to war veterans. Therefore, less high-profile social enterprises with the same social values are often not supported in the same way and can be overlooked. 

Debt/Loans
Debt is defined as money loaned by banks over a fixed period of years at a given interest rate. Like most capital instruments, debt structuring is based on an equation of risk and return. The higher the risk, the higher the interest rate charged to the debtor by the lender. In a social enterprise, debt capital creates liabilities as it requires equity or net assets to be leveraged (Emerson. J. 2007). Most social enterprises don’t have any equity or net assets, therefor, interest rates would be extremely high and the debt would take a considerable amount of time to repay. The results of which could have a detrimental effect on the growth of the organisation and its social objectives.
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Integrating Commercialisation
With government funding cuts that will continue for several years to come, many social enterprises are realising that relying on existing methods of funding are inefficient to the enterprise and for themselves and have begun working to broaden the access of capital, many organisations are now considering other sources of revenue such adding a commercial funding stream into the enterprise in order to achieve financial stability. Unlike a commercial business, a social enterprise seeks to achieve both a social and financial return. 

The term Social enterprise does not constitute a legal term. A social enterprise could be a limited company, a charity or a community interest company. Retrieving income through trade is unregulated, this means that unlike grants or contracts, income received from trading does not come with any limitations on what organisations can spend it on as long as they stay within their charitable objectives or the boundaries of their governing documents (Ncvo. 2020). However, there are many barriers in achieving this method, organisations may not know where to seek advice from and may have a lack in knowledge on the required procedures and processes of how to implement and manage a trading arm within their enterprise to fund their social objectives. Some organisations may not have the time to research information or complete application methods. Therefore, is there a gap in support for organisations looking to implement commercialisation into their enterprises, some social enterprises might not even have considered integrating commercialisation into their organisations. 

The process is often lengthy and requires a considerable amount of time, energy and thought on what product or services will best represent the organisation and its social objectives. Also, where and how to market it, what audience will it target, what risks are involved and so on. Many organisations may be lacking in manpower therefor they would need to consider employing someone such as a marketeer in order to take care of marketing the product or service on a number of platforms and its sales. Therefore, organisations would need to ensure the generate enough funds from doing so to pay another person`s wages. With the correct knowledge and support, implementing commercialisation into a social enterprise is a possible option for many social enterprises to generate income to be able successful in sustaining themselves and their social mission. 

Integrating a trading arm to a social enterprise reduces the possibility of government and charitable bodies withdrawing funding resources and creates unrestricted revenue to further social objectives and enables organisations to exploit trading opportunities (Development in social enterprise. 2020) 

Example of a social enterprise with a trading arm
The Excel project is a social enterprise based in Carmarthen, Wales. It is a bowling alley, founded by the Towy community church. The Xcel project is an example of a social enterprise succeeding in managing their triple bottom line. Their aim is to bring investment, employment and vital services to the town as well as offering support by providing food, furniture and clothing to people experiencing hardship in life. The Xcel project has a number of income streams such as a bowling alley and café, they also have a number of commercial income streams. One of which is Xcel furniture, a n-profit furniture recycling centre. They collect furniture to upcycle and then sell it on through their community shop to generate profit, they also collect second-hand clothes and other items. All profits from Xcel furniture and the community shop are then reinvested back into the project, they also donate some items to people experiencing hardship in their lives (Xcel Project. 2020) 



Conclusion 
The implications of being reliant on government funding grants and other funding methods such as donors, fundraising and obtaining loans are not enough to ensure the security or financial stability of a social enterprise. They also take away valuable time and energy form the organisations objectives, services that are essential to communities and to people who are experiencing hardship in life that depend on these services every day. Due to the current Coronavirus pandemic, social enterprises who are reliant on public and individual donations are now having to rethink their funding strategies as donors may wish to cease donations at the moment to provide funding  for those fighting against the outbreak on the frontline such as the National Health Service, who are experiencing a shortage of protective wear to ensure their safety, testing kits and ventilator`s to try and save the lives of those infected with the virus. Fundraising events have been cancelled due to new legislation regarding mass gatherings of more than 2 people and ensuring social distancing to try to prevent the spread of the virus. Integrating commercialisation within and organisation provides more financial stability, ads to the growth of the organisation and is essential to ensuring people in crisis are supported. 
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