


Funding within Social Enterprise

Introduction

During this essay will be discussed methods in which funding can be gained for Social enterprises but also the difficulty that can be faced in obtaining it. Social enterprise business’ all generate money in a charitable way although they reinvest their profits for a positive outcome, in most cases are set up with a social objective that these profits go towards. Funding and finance are one of the major issues any company will have to deal with being a social enterprise or not. 

Funding options

Grants can be seen as a financial gift that doesn’t have to paid back to whomever issues the grant. Grants can be secured from a number of sources governments tend to be the most popular form but alongside this source can be, foundations, private individuals and also corporations. Grant reliance can be one of the main sources of funding that a social enterprise will need in order to actually start up the company and also can be needed to expand or keep the business going. Although funding can be achieved through this method it can’t be seen as a long-term method of financing the business (Applichian regional commission, 2020).

Fundraising and donations are another way in which a business can generate income and not have to pay it back. Fundraising is making or collecting money for a designated cause tending to mainly be charitable (Cambridge dictionary, 2020), this means money can be raised and given but for a specific reason.  Donations are charitable gifts that can be given by anyone being a company or an individual to an organisation that runs non for profit. Donations are not always money, sometimes they can be in different from such as real estate or products (Kagan, 2018). 

Finance is known as a method of businesses to receive funds, this can be for their business purchases, activities or investments. There are two types of finance options available being debt and equity, debt financing method means that funds are given as a loan that must be paid back but often comes with interest on top. In some cases, this method can be cheaper as a business can pay less tax. Equity financing funds do not have to be paid but it does come with some risk as the ownership does not belong to the business but to the person who has issued the funds (Hayes, 2019).


Different finance option available nowadays allows companies to gain access to money relatively quickly, but with certain pull backs. Social enterprise businesses can rely quite heavily on grant funding as payments can be made to allow business ideas to become a reality by fronting money to the company. With the availability of not having to pay the grant back allows freedom of some financial burden. Money received social enterprises can improve their facilities or products, more advanced equipment or technology can help towards becoming more sustainable. An expansion could be needed which could allow more facilities to be made and more income to come through allowing the business to become self-reliant. Fundraising and donations to the business can help significantly in helping them gain small term and also long-term goals. 

Integrating commercialism 

Commercialism can be seen as a way to generate income, this can be through the sales of products and services, commercialism also involves the way in which these products and services are advertised (Vocabulary, 2020). It’s all around sales and making money for the business, this method is very affective to gain more income if it is done correctly. With sales comes a lot of responsibility as they market is a forever growing and the internet is helping flourish. Smaller businesses are able to access more places to get their products out there. 

Advertisements are another key-way in which a company can make money, although making advertisements cost money they are seen as an investments. This is down to the fact they have paid money in order to make something in hopes to gain profit. 

Sponsorships are another advertisement stream in which revenue can be made, this is because certain companies can pay to be part of the company by advertising on a product or service being disturbed. With companies that run for non-profit, these sponsorships will sponsor certain events which will be used as a marketing method also (Inc, 2020). This can be ideal for some smaller businesses to gain more attention to their businesses and revenue. 

Some non-profit businesses can set up what is known as a trading arm. Trading arms are a part of a company that can sell products and services to generate an income all for the or the business. These arms are helpful in many ways, having a trading arm will help reduce any risks to the charitable resources. Allowing trading of goods will help optimise trading opportunities and be enabled to make as much revenue as possible for the main objective of their business (Development in social enterprise, 2020).  For social enterprises this is a popular form of trading as they can keep afloat by generating money from what they have to offer, but at the same time the money goes back to their cause to0 do good. 

The Excel project is a great example of a social enterprise that is based in Carmarthen. Excel were able to provide a business in the local community that has become sustainable through the selling of products and services in the area. They have trading arms which consist of a bowling alley and furniture store. they also have taken the responsibility of some food bank to help the local community (The excel project, 2020).  Excel have come a long with what they have aimed to achieved involving everyone in their community and offering a place to get together but also provide for people in need with their community shops. These services being popular in Carmarthen have helped the business to thrive. 






Barriers Social Enterprises face 

Social enterprises face many barriers when it comes to running their business especially when the finances come into play. Most social enterprises normally depend on grant funding to give them a start to their ideas becoming a reality. Government grants can be hard to come by, this can be due to many factors. These can be broken down into political, economic influences, social and legal. Political all comes down to how people are feeling about what ideas are being put across and whether they approve of it. Economical influences can come down to if it is going to be a strain on the community or whether it will help bring money or tourism into an area. With economical influences such as inflation and interest rates can affect how sustainable a business can be. Social factors can be a positive or a negative outcome and this can persuade a big vote in gaining grant funding (ICMA, 2016).  This is because social factors are becoming more popular to help to overcome in communities everywhere. If the idea the business wants to bring does not have a social aim or can help, then it may be less likely to be accepted for a grant. 

Fundraising and donations for a social enterprise will be a massive help towards their cause. Fundraising can allow social enterprises to put on events that will money to made and from sales of products and services. This can be a good thing but on the other hand if these events and products are not or the company’s goal is not correctly marketed then this can lead to less amounts of revenue made or attention to the business. This can lead to loss in sales in the future and impact badly. Donations can take a while to generate a large amount of money and this can be an issue if money is needed as soon as possible for certain projects. 

With financial options such as loans this is always going to be something of an option, but a newly started business could struggle to obtain these loans. This can also go for older business who are not making as much money or need repairs or to expand. Although if it is done correctly there will not be any repercussions. 

Commercialising is a tough game to play when it comes to social enterprises as this is mainly based around advertisement and being able to get the product or service out there for everyone to see and be able to purchase. Without being commercial it can put a strain on sales as the business can miss out on opportunities for audiences to sell to. If and advert that is published goes badly and money was invested then again, a financial hit would be taken. 

Having a trading arm can always become a risk if the product is not as popular as they had hoped. This always includes upfronting payment for products to be created. Holding too much stock can also affect the business because if they are unable to move the stock quick enough, best before dates could impact their stock levels and lose money. Some services that the provide may not be products but facilities for people to go to such as leisure centres and café’s, so if these do not become popular and tick over then they could be losing business altogether.  



Conclusion 

To conclude this essay on gaining and the difficulties of funding and financing within social enterprise would be that there are many various ways in which any business even a social enterprise can go to obtain funding, but this is definitely not something that can be gathered easily. There will always be barriers to face in terms of gaining and becoming a sustainable business so anything involving money should be thought out. Commercialising a business can be great for revenue if done well but if not can cause a whole load of issues for reputation and also finances. There will always be risks in terms of even setting up a business whether it will work or not and this is something that can’t be anticipated and something that will need constant work and attention to try and keep it afloat and relevant in today’s market.
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