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EXECUTIVE SUMMARY

Across the world social enterprise plays a critical role in employment creation for
severely disadvantaged people1. Social Firms in particular have been recognised
within Europe and America as a business model that gets results, i.e. moving
unemployed severely disadvantaged people into work. 

Progress, however, in the UK has been slow and challenging. If this sector is to truly
meet its potential it needs:

• support to achieve the creation of enough Social Firms to employ the vast
numbers of severely disadvantaged people currently excluded from the open
labour market; 

• recognition that Social Firms offer a cost-effective business model for creating
employment opportunities for severely disadvantaged people and for this
recognition to be embedded across the health, social and economic policy
spectrum.  

In January 2006, the UK government announced plans to reform the welfare state
with stated aims of moving 1 million people off incapacity benefits and back into
employment, through a combination of reform to the benefits system and the
provision of support to meet people’s needs when moving back into employment2.
These aims are reflected in the Scottish Executive’s own employability strategy,
Workforce Plus3. Meeting this challenge should lead to an increased focus on Social
Firms as one route to job creation for people currently trapped on incapacity benefits
but who want to work. 

But is the Social Firm sector in Scotland and the UK ready for this challenge? One key
area of development is the need to fast track Social Firm start-up. Buying existing
businesses and transforming them into Social Firms is one way to being able to grow
the Social Firm sector and support more people who are currently excluded from the
labour market experience the benefits of working.

Drawing on experiences from across the UK, Europe and Australia this paper sets out
a model for encouraging business acquisition as a means of starting Social Firms. This
model is also easily transferable to the development of other types of social
enterprises. Key to success of the approach is commercial acumen and experience.

The report sets out a series of recommendations for those wanting to develop Social
Firms as well as for funders and policy makers interested in supporting the
employment of people who are severely disadvantaged in the labour market.

1 e.g. disabled people, ex-offenders, ex-substance misusers and homeless people
2 A new deal for welfare, empowering people to work (2006) Department of Work and Pensions, 
3 Workforce Plus, Scottish Executive, 2006 
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The key recommendations are as follows: 

• Acquisition may be a quicker route to establishing a Social Firm, but it does not
address the issue that in the UK, there is an ongoing lack of focused government
resources for the creation and maintenance of supported employment in Social
Firms for severely disadvantaged people. 

• Funders and investors need to take an engaged approach to resourcing Social
Firms to acquire businesses linking support with their investment. 

• Business support agencies and intermediaries advising potential Social Firms
should orientate their advice and support resources around acquisition as an
important potential development route.

• Policy makers should work with the private sector and encourage the
development of more pro-active corporate social responsibility policies that would
see the development of pro-bono support for business acquisition along similar
lines to what has been developed in Australia.

• A 5-year pilot programme of 6 - 10 Social Firm acquisitions in Scotland should be
resourced, promoted and evaluated, with a view to developing a detailed model
for future use by potential Social Firms across the UK. 

Everyone has the right to work. This right however is not available to many,
including young people in the NEET4 group, people with mental health problems,
people who are homeless or roofless, people who have issues related to drug and/or
alcohol misuse, people with learning disabilities, people with physical disabilities and
ex-offenders. 

Social Firms provide access to employment in a supported working environment. They
give people the chance to not only rebuild their lives but to contribute to the
development of a commercial business.  

Buying and turning businesses into Social Firms is clearly an area with potential for
development in Scotland. If just 0.1% of Scotland’s 300,000 SMEs were to be
converted, this would equate to 300 new Social Firms, which would in turn create
thousands of supported employment opportunities for severely disadvantaged
people. Using business acquisition as a means of scaling up the Social Firm sector
offers a great opportunity if supported effectively.

4 Not in Employment, Education or Training.
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Business Acquisition

In response to anecdotal evidence from elsewhere in the UK, Social Firms Scotland
commissioned a research and development project to investigate how business acquisition
could be used as a way to fast track Social Firm development. 

This report is the culmination of that project and provides a guide to business acquisition for
Social Firms. 

Although it focuses on Social Firms specifically, its lessons are relevant for other types of social
enterprise.  We hope it will be a useful resource for:

• Individuals and organisations looking to establish Social Firms and other types of social
enterprise

• Policy makers and intermediaries with an interest in Social Firm and social enterprise
development

• Funders and investors with an interest in supporting Social Firm and social enterprise
development

Social Firms

Social Firms are “commercial businesses developed to provide employment opportunities for
people who are severely disadvantaged in the open labour market.”5

Social Firms are characterised by the values of enterprise, employment and empowerment:

• They aim to generate over 50% of their income from the sale of goods and services to an
open market. They are non-profit distributing, with any surplus being shared by employees
or re-invested in the business or community.

• They ensure that at least 25% of their full time equivalent workforce are people with a
disability or other serious disadvantage to create an integrated workforce.  

• They usually have the feel of a family business and are predominantly characterised by the
provision of a supportive and inclusive working environment, team working and
participation in the development and operation of the business. 

5 In Business for Good, Social Firms UK (2006) Social Firms Scotland, Social Firms Wales,  
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Social Firms in Scotland

The annual mapping exercise carried out by Social Firms UK in 20066 established the presence
of 67 Social Firms and 70 emerging Social Firms in the UK. These businesses employed the
full-time equivalent of 1,656 people of which 56% were disabled or disadvantaged.

This mapping exercise identified 13 Social Firms and 7 emerging Social Firms in Scotland in
20067. 

The Social Firm movement in the UK has started slowly compared to the movement in other
European countries, most notably Italy and Germany, where significant numbers of Social
Firms and social co-operatives exist. However in recent years the UK has been seen to be
leading the way in terms of policy development. 

Social Firms and Employability

In January 2006, the UK government announced plans to reform the welfare state with stated
aims of moving 1 million people off incapacity benefits and back into employment, through
a combination of reform to the benefits system and the provision of support to meet people’s
needs when moving back into employment8. These aims are reflected in the Scottish
Executive’s own employability strategy, Workforce Plus9.  

Throughout Europe, Social Firms have been shown to work as a way of supporting
disadvantaged people back into employment. Finding new and more effective ways of
developing more Social Firms will help to meet the challenge of improving employability for
those furthest from the labour market in Scotland and the UK. 

Traditional Approaches to Social Firm Development 

The development of Social Firms in Scotland has traditionally been approached in a number
of ways:

• Externalisation of public sector services - where existing public sector day care or
employment-related services are moved out of public sector control and transformed into
a Social Firm.

• Transformation of charity projects - where voluntary or community organisations
attempt to transform existing day care or employment-related projects.

• Social franchising - where individuals or organisations take on a licence or franchise of
an already existing successful Social Firm and try to replicate that success.

• New business start-up - where new businesses are started from scratch, occasionally
replicating successful approaches elsewhere.

6 Mapping of Social Firms in the UK (2006), www.socialfirms.co.uk 
7 It should be noted that this mapping exercise focused on the number of Social Firms employing disabled people. 

In November 2006, Social Firms UK and Social Firms Scotland broadened the definition to include other groups 
facing serious disadvantage in the labour market such as people with drug misuse issues, people who are ex-
offenders, people who have been homeless. With the broadened definition and increased activity in the sector, 
early 2007 mapping information is indicating an increase in the numbers of Social Firms in Scotland. 

8 A new deal for welfare, empowering people to work, Department of Work and Pensions, 2006
9 Workforce Plus, Scottish Executive, 2006 
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difficult to ascertain the success of any of the above approaches. But it is fair to conclude that
none of the above approaches have produced anything more than patchy results in terms of
new Social Firms being started10. 

Barriers to the Development of Social Firms

In Scotland, Social Firms have experienced a number of barriers to development, many of
which are common to other types of social enterprises.11

• Lack of access to appropriate financial investment and business development support
which supports both the commercial and social aims of the business

• Lack of appropriate funding or contracts for the provision of the ongoing supported
employment or transitional employment support costs that are associated with creating
and sustaining jobs for those most disadvantaged in the labour market.

• Lack of flexibility and the existence of disincentives and ‘traps’ within the welfare benefits
system

• Lack of recognition, awareness and understanding of the business model at political and
policy levels

• Lack of engagement by public sector agencies in proactive procurement of goods and
services 

• Lack of recognition of the employment potential of people with disabilities and/or other
serious disadvantage in the labour market 

Fast tracking Social Firm Development 

The Scottish Executive has recently published a strategy and action plan for social enterprise,
Better Business, which sets out a series of measures to begin to address some of the barriers
to the development of social enterprises in general. 

An action plan has been set out for 2007-2008 to begin to realise the Scottish Executive’s
vision of social enterprise as a “dynamic, sustainable and credible way of doing business,
delivering services and actively improving our communities.”12

Within the action plan, the Scottish Executive commits to “examine the potential for
franchising, licensing, merger and acquisition, and other possible business methods to
generate further growth in social enterprise activity.” 

Buying and turning businesses into Social Firms has clear potential for growing the Social Firm
sector in Scotland and supporting more disadvantaged people into work. This report gathers
learning from across Europe and beyond in order to set out recommendations for exploring
and maximising this potential.

10 Interviews with leading practitioners in the field of Social Firm development, the development staff at Social 
Firms UK and Social Firms Scotland. Also Employment Creation in Social Enterprise: A Public Authority 
Perspective - the Invest to Save Evaluation Summary and Guide to Good Practice, Institute for Applied Health 
and Social Policy, Kings College London (2003). Also Bringing Social Firms out of Public Control, Geof Cox, 
Economic Partnerships, 2006. Also Conversion Report - Social Enterprise to Social Firm: Case Study Report of 
Oxford Wood Recycling Ltd, Social Firms UK, 2006.

11 Social enterprises are businesses that trade in a market for a social purpose.  Social Firms are a type of social 
enterprise distinguished by their social aim of creating employment for severely disadvantaged people.

12 Better Business, A strategy and action plan for social enterprise in Scotland, Communities Scotland, 2007 



4

Methodology

The research carried out was primarily desk-based supported by semi-structured interviews
with key stakeholders and practitioners.

The focus of the research has been around identifying approaches to business acquisition,
primarily orientated on the Scottish, then European experience but eventually drawing from
best practice within Australia. 

The focus of the report is on Business Acquisition. Through the research process it became
apparent that there are specific issues related to acquiring businesses to transform them into
Social Firms or work integration social enterprises. It is assumed that most people reading the
report will have a good grounding in developing Social Firms but information has been
included as appendices that cover these issues.

Forth Sector’s interest in Business Acquisition stems from its history of starting up and running
Social Firms. Their first three businesses - Six Mary’s Place, Rolls on Wheels and Garden
Services - were business acquisitions. Two of these businesses are still successful Social Firms.
They acknowledge the influence that this had on them as an organisation but also recognise
that when they embarked on the journey of Social Firm development they did not follow best
practice as detailed within the report. 

Forth Sector is an Edinburgh-based organisation that sets up and runs social enterprises
to create and sustain supported employment opportunities for people with severe and
enduring mental health problems. Forth Sector currently has a portfolio of eight
established or developing businesses. 
For more information see www.forthsector.org.uk
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CHAPTER 1
BUSINESS ACQUISITION: 
LEARNING FROM THE UK AND EUROPE

Social Firms Scotland began this work by using existing Social Firm and social enterprise
networks to identify if, and how, other European countries had developed a methodology or
programme for developing social enterprises through business acquisition. 

We found a number of examples of businesses developed in this way, some of which are
highlighted in the case studies below. 

Social Firms in Europe 

Reforms to mental health services in Italy leading to the reprovisioning of psychiatric care in
the 1970s led to the creation of a large number of social co-operatives employing severely
disadvantaged people.

The Italian sector comprises over 2000 businesses employing 40,000 people, 40% of whom
are disabled. These social co-operatives have a specific law (Law 381/91) that gives them the
opportunity to obtain specific tax breaks related to the high numbers of severely
disadvantaged people participating in running the businesses.

The development of Social Firms in Germany started in the late 1970’s. Government
programmes exist to fund the investment costs for job creation for people with disabilities and
the Social Firm sector has taken advantage of these.

Over 400 Social Firms exist in Germany, employing approximately 8,000 people with around
50% of these being people with a disability.

One of the most progressive pieces of legislation on Social Firms exists in Finland. In 2004 the
Ministry of Labour introduced the Act on Social Enterprises (1351/2003). This seeks to support
individuals or companies to develop or convert businesses into Social Firms, where 30% of the
personnel are disabled or a mixture of disabled and long-term unemployed people. The Act13

allows for Social Firms to receive wage subsidies for the creation of jobs for people who have
been long-term unemployed or have a disability.

Other countries in Europe such as Greece, Holland, Spain, Austria, Sweden have smaller Social
Firm sectors emerging. There is a growth of interest in the Social Firm model from within
eastern Europe, with new Social Firms being started in Slovenia, Poland and Romania.

CEFEC14, the European Confederation of Co-operatives and Social Businesses promote the
development of Social Firms throughout Europe. CEFEC has attracted interest in the model
worldwide, with participants in their annual conference travelling from countries such as
Australia and Japan.

13 Finland's First Social Enterprises, Ministry of Labour, 2004.
14 www.cefec.de
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In Germany, local networks estimate that 20-30 Social Firms have been developed through
acquisition including businesses in the hotel, metal processing and wellbeing industries and a
programme of re-opening small supermarkets as Social Firms is also underway. Again, no
systematic methodology for this approach to Social Firm development appears to have been
developed, and very limited work has been done to extract lessons learned about advantages
and disadvantages of acquisition:

Acquisition - 
Advantages & Disadvantages from German experience15

Advantages

� Business is already in a market
� Customer & supplier relations established 
� Colleagues trained 
� Experience of existing team can be useful 
� Risks are visible 
� Operational requirements are apparent 
� Buyer’s resources can be focused where most needed

Disadvantages

� “Baggage” of previous owner (operations, warranties, image, environmental
requirements) 

� Contracts in place are difficult to change 
� Pricing may have been set according to habit and may be difficult to change 
� Purchase price may not include all ‘hidden’ costs 
� Investment for replacement of e.g. equipment may be needed

As has been indicated, in Finland, work is underway to encourage mainstream businesses to
convert to social enterprises as a way of tackling the labour shortages they sometimes
experience. This process involves businesses taking on disadvantaged workers for a
government subsidy and then registering as a social enterprise. 

While this approach is interesting, it is difficult to apply directly to Scotland given the lack of
formal registration of social enterprises here and the lack of a similar type of supported
employment programme that acknowledges the need for formal government subsidy for
employing severely disadvantaged workers based on a cost-benefit calculation to the state in
terms of tax return and reduced care costs.

In the UK, the limited work which exists in the area of business acquisition has centred around
the co-operative and employee-owned business sectors, with a very small number of
programmes in development to encourage acquisition of existing businesses by workers. This
work, however, focuses on employee buy-out of existing businesses and hence has limited
applicability to Social Firms16, given their specific aim to create jobs for severely disadvantaged
people. The isolated examples of Social Firm acquisition are case studied below.

15 Based on presentation by Social Firm network, BAG-Integrationsfirmen (www.bag-integrationsfirmen.de) 
16 The isolated examples of Social Firm acquisition are case studied below.



Haven Products

Background

Haven Products delivers business services in a range of areas, from packaging and
fulfilment through to component assembly and print finishing. It was established in 1946
by a collection of entrepreneurs in Scotland who wanted to create jobs for people
wounded in the Second World War. 

Following a long period of operating under the auspices of the Red Cross and receiving
significant support from IBM, the company underwent a period of major change in the
late 1990s as the Red Cross decided to refocus its work on its core business of
emergency interventions and IBM moved out of the local area, taking contracts with
them. 

By 2000, ownership of the company had transferred to a charitable trust, the
management team had been restructured, and the business had begun to develop a
more commercial focus, looking to longer-term markets in the food and drink industry. 

However, the company had a long-term goal of finding a new partner to provide support
in ‘rainy days’ and were keen to match up with a not-for-profit organisation.

Momentum is a large Scottish charity, which provides a range of services for
disadvantaged and excluded people. In the early 2000s, Momentum embarked on a
growth strategy, seeking to add new services to extend and strengthen its existing
portfolio. They were particularly interested in creating employment opportunities for
their clients.

Acquisition process

A ‘brokered match’ was set up between Haven Products and Momentum in 2002,
consisting of initial introductions by a mutual colleague. 

Both parties spent a lot of time considering the ‘values match’ between their two
organisations as this was critical to the long-term success of any partnership. 

Following discussions and explorations at Board level, Momentum agreed to take over
ownership of Haven Products. Its shares, assets and liabilities were transferred in July
2004. Prior to the final transfer, a detailed due diligence process took place covering all
aspects of Haven Product’s business plan, legal structure and obligations, customers and
supplier relationships and financial issues. The due diligence process uncovered one or
two issues which took some time to resolve (e.g. pension arrangements), which delayed
the final acquisition. 

A new board structure was put in place, with representation from Haven Product’s
original board; the management team was retained under the new structure; very few
changes took place at operational level and the business name was retained for an
indefinite period. 

The future

The business currently turns over £2 million, of which £1.4 million comes from
commercial sales, and employs 135 staff, 111 of whom are disabled. In the longer term,
Momentum hopes to consolidate Haven Product’s commercial success while broadening
and deepening its supported employment provision. 
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Grangemouth Enterprises Limited

Background

FEAT Enterprises is a social enterprise based in Fife that runs commercial businesses to
create supported employment for severely disadvantaged people in the labour market.
They were looking to expand their base for work carried out by one of their businesses
- The Green Team. This led them to contact Grangemouth Enterprises Ltd (GEL) about
the possibility of shared space. The Chief Executive of FEAT Enterprises had previously
been the General Manager of GEL and knew there was a shared value base between the
two organisations. FEAT Enterprises was also looking to establish Social Firms in the area
of recycling.

Grangemouth Enterprises Ltd had a long-standing Board of Directors who were
considering retiring and were struggling to find new board members. They had just made
a deficit on trading but did not want to close the operation and recognised that there
were potential economies of scale that could be achieved through closer joint working. 

Acquisition

Following several meetings between the Boards of the two organisations and meetings
of the management teams it was decided that FEAT Enterprises would acquire
Grangemouth Enterprises Ltd.

The GEL board members wanted to retire quickly knowing that the business was in ‘safe
hands’.  It was agreed that the quickest process would be for GEL to become a subsidiary
of FEAT Enterprises.  This would mean that GEL was still a separate legal entity and this
would avoid the long process associated with TUPE regulations.

A process of due diligence was started looking at the financial and legal aspects of the
acquisition. FEAT Enterprises utilised their existing auditor to carry out the financial due
diligence. A specialist legal firm carried out the legal due diligence. Additional work was
carried out to deal with issues that arose from the differing contracts of employment that
existed in the two organisations.

FEAT Enterprises did not pay money to acquire Grangemouth Enterprises Ltd.  Since the
acquisition GEL has received significant investment which has been used to assist with
the consolidation of the business and there has been a change in key management
personnel within GEL due to duplication of posts as a result of the acquisition and the
need for a new management style.

The Future

Over time it is envisaged that GEL will cease to be a separate company and will become
part of the portfolio of business activities within FEAT Enterprises.  However, the name
GEL will continue to be utilised as a ‘trading name’

Lessons Learned

FEAT Enterprises underestimated the amount of time it would take to ‘get
Grangemouth Enterprises back on a more positive growing path’. If repeating the
situation, they would have carried out more in-depth analysis of the issues that were
effecting GEL and planned accordingly.
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They also underestimated the challenges that existed in the cultural differences between
the working practices of the two organisations. Although cost savings have been realised
through the shared premises, it is taken significant time and energy to pull the two
organisations into a coherent whole.

It is difficult to draw any conclusions from the couple of case studies outlined above. Although
it appears that while there is latent awareness of business acquisition as one approach to
Social Firm development within the Social Firm sector in Scotland, it is clear that there is no
structured approach to the process of business acquisition.
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CHAPTER 2
BUSINESS ACQUISITION:
APPLYING LEARNING FROM AUSTRALIA TO SCOTLAND

Through contact with Social Firms UK, we identified that the most progressive work in the
field of Social Firms and business acquisition was being done in Australia and we have looked
in depth at this model and its applicability to the Scottish Social Firm context. 

The Generator - An Overview

The work in this field is being led by a partnership between Social Firms Australia (SoFA) and
Social Ventures Australia (SVA). 

• SoFA is a not-for-profit company with a mission to “create
innovative employment options for people with a disability,
especially those with a psychiatric disability”.17 

• SVA is a not for profit organisation that provides financial
and strategic resources to selected not-for-profit organisations
to help them grow and have a measurable impact on society.18

The two organisations work together in what is referred to as the ‘Generator’, a platform
made up of staff from both organisations bringing community and commercial expertise to
the establishment of Social Firms. Although the acquisition approach has been pioneered by
this team, the Generator19 also supports a number of start-ups and conversions.

SoFA received significant support from Social Firms UK and
became interested in business acquisition as a route to Social
Firm development. The Generator has played a lead role in
developing two Social Firms in this way, with several others in
the pipeline.

The information provided in this chapter relates primarily to the Generator’s experience of
acquiring Bonsai: The Imagination Tree, a wholesale and retail nursery specialising in bonsai
trees, located just outside Melbourne.  

Based on their experiences, the Generator is in the process of developing a model for
acquiring businesses and converting them to Social Firms. Permission has been given to
replicate some of their development work, which is more advanced than any other
approaches that could be found in Europe or elsewhere in terms of acquiring businesses to
convert into Social Firms. 

17 www.socialfirms.org.au 
18 www.socialventures.com.au 
19 Additional support has been received from Westgate Community Initiatives Group, see www.wcig.org.au
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The Generator Approach

Social Firms UK20 and Social Firms Scotland21 both worked on start-up processes for the Social
Firm sector from the period 2001 to 2003. Their work concluded that there was a more in-
depth start-up process required to ensure that the business could scale up quickly enough to
create significant employment opportunities. They also indicated that intensive work was
required at the front end of the business planning process to ensure that the organisation
interested in running a Social Firm had the capacity to do so and could create the supportive
working environment crucial for the social impact required.  

The diagram opposite outlines how the Generator operates. The Generator has adapted the
Social Firms UK start-up process, which is outlined in the top arrow. They have indicated
where business acquisition fits into the overall approach to starting Social Firms. 

From researching the approach adopted by the Generator, we have identified seven particular
areas where lessons can be learned for Scotland and the UK in terms of thinking about
business acquisition22 as a route to fast track social enterprise development: 

1. Organisation capacity assessment 

2. Identifying the business

3. Transaction management 

4. Due diligence

5. Developing the funding package

6. Legal and governance structures 

7. Creating supported employment

These areas are explored in detail within this chapter.

20 Social Firms UK Progress Report (2002) Phoenix Development fund
21 Orr, Sheena (2002) An Evaluation of the Social Firms Development Project
22 It should be noted that this is our interpretation of the lessons learned from Australia. As they develop the 

approach and model they may identify other lessons or identify areas that enhance established practice at 
present.
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1. Organisation Capacity Assessment

Bonsai: The Imagination Tree was identified as a suitable business to convert into a Social Firm.
Although the Generator was working with a number of lead agencies the business was
outside their catchment areas. A decision was made by SoFA and SVA to proceed with the
transaction and to approach a suitable organisation in the local area to partner in the process.
This meant that an organisation capacity assessment did not take place.

The Organisational Capacity Assessment tool23 which was developed by SoFA in 2005 with
assistance from Social Firms UK had been applied to 3 potential lead agencies. It includes
criteria such as mission alignment, resources available and project worker availability. Eastern
Access Community Health (EACH) became the lead agency and is the third Member
organisation of the Social Firm. This process was adapted for a Scottish contact.

It was identified that the organisational capacity assessment should be carried out by a skilled
business development advisor, who has experience of Social Firm development. This will also
provide an outsider’s perspective to ask challenging questions to get to the heart of an
organisation’s approach, purpose, and ways of working that can affect any acquisition or
start-up. This advisor will be able to advise and support the organisation around any issues of
culture change that is required to enable them to successfully run a Social Firm. 

The key areas of organisation capacity assessment25 are:

• Shared vision and values - Does the organisation have a clear sense of its purpose that
is articulated and understood? What are the values that drive the organisation? Is there a
fit between the vision and values and its desire to develop a Social Firm? What is its
motivation to run a Social Firm?

• Strategy - Does the organisation have clear strategic objectives? Is developing a Social
Firm part of their strategic plan? What is their strategic plan? What other objectives do
they have that might interfere with the demands of acquiring a business to transform it
into a Social Firm? 

• Skills - What skills and experience do the senior management team and board of directors
have? What staff will be involved in the acquisition? What is their capacity and skills base?
What staff will they recruit? How successful are they at attracting and retaining staff? How
much commercial expertise does the organisation have? What experience do they have of
sales and marketing? How willing are they to learn and develop new skills? What evidence
is there of a learning culture within the organisation? What skills does the ‘catalyst
entrepreneur’26 have?

23 The Organisational Capacity Assessment tool is available in the SoFA Social Firm Information Kit. A Social Firm 
Employment Support Guide will also be available from SFS from November 2007 to provide information to
organisations supporting clients in Social Firms as well as to the manager and staff working in Social Firms.

25 The questions are examples of areas that should be covered, not an exhaustive list.
26 See A business planning guide to developing a social enterprise (2007) for outline of the role of a catalyst 

entrepreneur.
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• Success - What is the senior management team and board of directors’ track record in
terms of enterprise development? What is their track record in terms of project delivery?
How do they celebrate success? How do they motivate and encourage staff? What social
impact does the organisation have? How do they prove impact? What, if any, impact
measurement tools do they utilise?

• Stakeholders - Who are the key stakeholders? What are the relationships with key
stakeholders? What level of involvement do stakeholders have in the decision-making of
the organisation? What relationship do stakeholders have with funders and investors?
What networks are they involved in?

• Systems - What operating systems exist? What types of quality management systems are
employed? How ‘fit for purpose’ are the information management systems? How ‘fit for
purpose’ are the financial management systems? How does the organisation recruit staff?
How does the organisation market itself? What are the health and safety standards?

• Style - What is the management style of the senior management team? How much
authority is delegated to staff? What is the culture of the organisation? What is the overall
attitude to risk? What is the attitude to failure? How committed is the organisation to
setting up and running a Social Firm?

The EQUAL Development Partnership Social Economy Scotland has part-funded27 the
production of a guide to starting a social enterprise which includes an excellent section on
‘organisation capacity assessment’.

A business planning guide to developing a social enterprise is available from
www.go4see.info 

27 A business planning guide to developing a social enterprise (2007) is the 2nd edition of a business planning
guide produced by the Royal Bank of Scotland. It has been re-drafted by Forth Sector and funded by the Royal
Bank of Scotland, City of Edinburgh Council, Communities Scotland and the EQUAL Social Economy Scotland
Development Partnership.
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2. Identifying the Business 

Identifying the right business opportunity is obviously crucial to the success of any Social Firm. 

The Generator’s initial approach to identifying businesses to acquire was to trawl through their
existing networks for options. This proved unsuccessful as there was a lack of businesses for
sale. So they tried a different approach, outlined below, which has proved far more successful.

Identification of industry sectors which were likely to contain businesses with the
potential for transitioning into Social Firms.

This was based on examples of Social Firms from the UK and ‘gut feel’.

SoFA were aiming for businesses employing more than 5 staff, incorporating a range of
roles and a mix of skills and variations in work pressure and stress levels.

Identification of geographical areas close to where the lead agency is based that will
be prepared to manage the business in the long-term or wants to run the business. 

Identification of businesses in selected industry sectors and geographical areas.

The final number was 5,000 potential businesses.

Direct marketing campaign comprising a faxed flyer to businesses with basic headlines
along the lines of:

“Are you looking to sell your business? Do you employ at least 5 staff and turnover of at
least AUS $500,000?28 Would you be prepared to stay on for a handover period after the
business is sold? Call Social Firms Australia if you’re interested in finding out more.” 

Initial enquiries dealt with from those who responded to flyer (around 1% response
rate), and ‘weeding out’ process for complete non-starters which clearly did not meet the
criteria for Social Firm development.

Detailed follow-up questionnaire sent to those who were interested in exploring further
and seemed to have some potential to be suitable.

This questionnaire explored areas such as commercial facts of the business, why owner
wanted to sell, growth potential, etc.

28 Approximately £200k at time of writing.
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Shortlist drawn up following an initial assessment of completed questionnaires

Site visit carried out comprising a ‘social screen’ and an initial commercial screen. The
Generator staff did this, with support from their own team of ‘business beagles’ to help
them assess commercial viability of business opportunities. 

The “business beagles” are highly experienced, senior figures in private industry who
provide pro bono support to the Generator, enabling them to assess potential Social Firms
for their commercial viability. 

Detailed business case analysis following preliminary visit.

The business beagles are brought back in to assist in market analysis, unpicking industry
factors, looking at business operations and customer base and other commercial factors.

Decision to proceed with the transaction following detailed business case.

A recommendation is made to the lead organisation to proceed to transaction
management on basis of detailed business case.

This process is directly transferable to the Scottish context. It is resource intensive but could
be carried out by an intermediary agency such as Social Firms Scotland.

The Scottish Family Business Association has identified that there may be an interest in sale
for conversion to a Social Firm from successful, small businesses within Scotland where there
is no obvious succession plan by the current owners.

There is scope for Social Firms Scotland to work pro-actively with this organisation to identify
businesses that are suitable for acquisition and conversion into Social Firms.

The Scottish Family Business Association is a non-profit organisation, created for family
businesses by family business people. It aims to ensure the sustainability and growth of the
crucial family-business sector through education, support and awareness raising. It works
as a solution-focused organisation to help family businesses resolve the issues they face in
terms of growth, control, economic impact and succession planning. 

For more information see www.sfba.co.uk 

�

�

�
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3. Transaction Management 

The Australian experience of managing the process involved in acquiring a business for
development as a Social Firm provides a number of important learning points. 

� Roles and responsibilities 

Many of the SVA staff involved in the Generator have significant experience in commercial
acquisition. The Generator has also received significant pro bono support with aspects of the
process including due diligence and legal advice, as well as input from a ‘deal champion’ to
broker negotiations between the business vendor and the purchasing organisation. 

In the case of Bonsai: The Imagination Tree, transaction management was provided on a pro
bono basis by SVA, with input from SoFA and the ‘deal champion’ on various aspects. 

The need for clear roles and responsibilities while putting the deal together has been an
important lesson from their experience. The Generator suggests that it’s best to appoint one
person as a transaction manager to oversee everything, with all other parties involved
reporting to and channelling information through them. 

Ideally this person should be employed by the potential buying organisation, rather than by
an external body. This was not possible in the case of Bonsai: The Imagination Tree but is
recommended for future acquisitions.  

The vendor/seller may not be familiar with the multi-layered nature of social enterprises or
charities. They may have been expecting to sell their business to another private individual or
company. To avoid confusion the purchasing organisation has to be clear about roles and
responsibilities. The key roles carried out are:

• Transaction Owner/Manager - This person oversees the whole process with all the
other people involved from the purchaser side reporting to and channelling information
through them. It is likely that they will be employed or contracted by the organisation that
will run the Social Firm. 

• Deal Champion - This person liaises with the vendor/person selling the business. They are
the go-between who negotiates on behalf of the purchasing organisation. To avoid
confusion and mixed messages this should be one person, who is responsible for this and
reports to the Transaction Manager.

• Catalyst Entrepreneur - If in place29 this person will work within the parent organisation.
They must want to set up a Social Firm and have the entrepreneurial drive, determination
and resourcefulness to make it happen.

• Decision making - The parent organisation (who will be purchasing the business) should
make clear who has the final say over the decision whether to purchase/acquire the
business. This may be carried out at different levels depending on the parent organisation.
If this is to be carried out at Board of Directors level then there needs to be clarity as to
when and how decisions will be made. The Transaction Manager and any other staff
involved from the parent/purchasing organisation should have clear direction about levels
of responsibility and authority regarding their day-to-day decision making. 

The relationship between these key roles are illustrated overleaf:
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29 Some organisations may choose not to have a catalyst entrepreneur, although best practice identifies that they
are required in order to galvanise action within the organisation. 
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Relationship Flow Chart

Parent
Organisation

(including catalyst
entrepreneur)

Transaction
Manager

Deal
Champion

Vendor/
Seller

Business Development
Support

Funders/Investors

Accountant

Lawyer

Vendor/Seller
Lawyers

� Commercial experience & expertise

Throughout the process, the Generator was able to draw on commercial experience and
expertise, often provided by partner organisations and/or pro bono support. 

For example, Social Venture Australia is run by and staffed by people with highly commercial
backgrounds. They were able to offer high-quality business development support with the
due diligence process, led by a staff member with a strong background in commercial mergers
and acquisitions (see below).  

In addition, the “business beagles” who provided initial commercial screening of business
opportunities were a team of senior industry figures who provide the Generator with pro
bono and practical support on a regular basis. 

Pro bono support with the legal and financial aspects of the due diligence process was
provided by large corporate firms of accountants and lawyers. This was done via their active
Corporate Responsibility strategies, which had a strong focus on enabling staff to utilise their
skills for community benefit.
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� Timescales

The Australian experience highlights the timescales involved in moving from the original
concept of finding a business to buy and turn into a Social Firm, to the point where severely
disadvantaged people are working in the business. The table below details the timescales and
milestones involved in the development of the Generator’s first business acquisition: 

June 2005 Direct marketing mailout

July 2005 Site visits

August 2005 Business initially identified

Nov 2005 Heads of Terms with Vendor signed

Dec 2005 Government grant application started

Jan 2006 Government grant application submitted

May 2006 Government grant approval received

July 2006 Due diligence and legal structure approved
Recruitment of Board of Directors

September 2006 Final settlement 
Appointment of Board of Directors

By December 2006 3 people with mental health problems now working 
in business (from total of 11 inc p/t and casual)

Within this, it is worth highlighting that the 4 month period between submitting a
government grant application and receiving approval, was a significant hurdle for all involved
to overcome and presents a potential barrier to future acquisitions. 

On this occasion, the business vendor was willing to wait for the grant approval to come
through. However, this is unusual and the Generator is now working with funders to develop
a pot of grant funding upfront, to be available for investment in future acquisitions. 

� Transaction checklist

The Generator is developing a transaction checklist to aid future acquisitions30. This will cover
all of the key tasks that need to be dealt with as the deal progresses in terms of:

• Negotiation

• Due Diligence

• Funding

• Governance

• Documentation/Legal

• Completion 

30 This 'Transaction Checklist' will be available in September 2007. Social Firms Scotland is in negotiation with SoFA
and SVA in order to adapt this for use in the UK.
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4. Due Diligence

Due diligence is the process of examining a business in depth to ensure that its performance
is fully understood and that issues which may affect future performance are highlighted. It
involves ‘getting under the bonnet’ of the business with a view to informing the final decision
to purchase and/or the sale price. 

In their first business acquisition, the Generator leveraged support with the due diligence
process from SVA staff as well as corporate lawyers and accountants.

Five levels of due diligence were applied to the business acquisition process which are detailed
below:

FINANCIAL

MARKET

LEGAL

PEOPLE

OPERATIONS

FINANCIAL DUE DILIGENCE

This is concerned with understanding the past financial performance of the business and
building the case for its likely future performance and involves: 

- Looking at historical revenues, costs and profit margins 

- Starting with general information (balance sheets, profit & loss accounts) and then looking
at more detailed information (detailed accounts and records going back several years)

- Getting people with industry experience to comment on costs (are they appropriate, too
high, etc)

- Looking at the financial management systems of the business

- Putting questions raised by this analysis to the vendor (via Deal Champion) 

- Reviewing assumptions on basis of answers received and clarifying any areas of concern.

- Modelling forward based on understanding costs and revenue structures and adapting
to take account of your own motivations and plans for running the business and
transforming it into a Social Firm.

- Building projections for a 3-5 year period based on clear assumptions about consistency
of costs and revenues 

- Modelling a sensitivity analysis for different levels of staff productivity and salary awards
in addition to any likely scenarios identified in relation to future business development

- Appraising the value of any assets that the business owns

Accountants may well be required for aspects of the financial due diligence.
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MARKET DUE DILIGENCE

This is about understanding the market context for the business and generally begins at the
macro level (industry trends) and moves down to the micro level (local trends & context).
Where possible, historical information such as Business Plans should be analysed. Market due
diligence involves: 

- Getting industry reports

- Looking at market trends locally, nationally and overseas 

- Carrying out a PEST(O)31 Analysis and looking at barriers to entry within the market

- Using specialist contacts to go into the business and give their perspective on what they
see

- Carrying out a competitor analysis

- Reviewing existing marketing material, strategy and resources for the business 

- Observing business - e.g. counting foot traffic in vicinity, mystery shopper exercises, etc. 

- Talking to existing customers

- Reviewing any customer feedback or customer complaints 

- Talking to suppliers

- Talking to existing staff about customer service 

- Reviewing sales targets and performance

- SWOT32 analysis

- Identifying critical success factors

- Revising and developing the marketing strategy for the business

This information will feed into any revised business plan that you will be developing. 

31 Analysis of the Political, Economic, Social, Technological and Other trends that are influencing the industry sector
such as legislation.

32 Strengths, Weaknesses, Opportunities and Threats.
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LEGAL DUE DILIGENCE

A standard checklist for corporate due diligence can be used and abridged for a small business
context. This generally covers:

-  Intellectual Property Rights

-  Contracts with suppliers & customers

-  Leases on property, vehicles, etc

-  Employee contracts and terms & conditions, particularly where TUPE33 may apply

-  Occupational health & safety

-  Company structure

-  Outstanding/unresolved legal cases the business may be involved with

-  Owner liabilities, particularly to other existing investors

It is recommended that lawyers are used for the legal due diligence.

PEOPLE DUE DILIGENCE

Your Social Firm will be integrating people with a disability and/or severe disadvantage into
the existing workforce. People due diligence is about understanding the human resource
issues within the business you are acquiring. It will cover a variety of areas including:

- What issues exist in terms of recruiting commercial management required to run the
business

- What issues exist in terms of reliance on the former owner

- What transition period will there be and what relationship will you have with the vendor
during the transition period

- What compatibility in values between your existing organisation and the business you are
acquiring

- What is the work/ing culture of the business you are acquiring

- What barriers, if any, to integrating staff with disabilities and/or severe disadvantage into
the business

- Review the recruitment processes and identify if you can recruit staff to work in the
business

33 The Transfer of Undertakings (Protection of Employment) Regulations (TUPE) preserve employees' terms and
conditions when a business or undertaking, or part of one, is transferred to a new employer. See
www.dti.gov.uk/employment for more details.
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- What issues exist around job retention and succession planning of key staff

- What training or development do existing staff receive and require

- Review the job descriptions and terms & conditions of existing staff

- Review disciplinary & grievance processes and numbers of recent incidents

- Review the Human Resources practices of the business, particularly around supervision
and appraisal of staff

The aim is to assess compatibility with the approach that you are seeking to take in terms of
transformation into a Social Firm and whether there will be resistance to change.

OPERATIONS DUE DILIGENCE

This will vary from business to business and it is difficult to be specific about the areas that
should be analysed. The aim is get a broad understanding of how the business operates and
any logistical difficulties that you might inherit. It will generally involve:

-  Reviewing Health & Safety procedures

-  Reviewing operations manuals

-  Viewing operations and site visits

-  Review business planning processes

-  Review management information systems

-  Review staff communication channels or forums

-  Reviewing distribution practices

-  Reviewing process management systems

Paying for the Due Diligence Process

The ‘due diligence’ process is human resource intensive and requires a team with a variety of
skills and a methodical approach. 

The Generator funded the due diligence process through pro bono input with support from
SoFA/SVA resources34.

If purchasing organisations are to carry out due diligence or part of the due diligence on a fee
paying basis then this will be costly. It will need to be budgeted into the development costs.

34 This was valued at approximately $270k or just over £100k (exchange rate at time of going to print)
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5. Developing the Funding/Investment Package

Developing an appropriate funding/investment package is a challenge for any Social Firm.

The Australian experience highlights some particular issues involved in funding an acquisition-
based development route.

For their first acquisition, the Generator had to raise around AUS $1million (approx £400k) in
cash and in-kind/pro-bono support. 

Pulling this funding package together was described as a bit like putting a jigsaw puzzle
together - some funders would not fund certain bits, and others would only fund certain
other bits. 

Stage of Type of cost Source of Percentage Nature of
process funds of  funding funding

Pre-start SoFA scoping & SoFA 6% Internal SoFA
feasibility costs resources

Start-up and Due diligence Partners & 10% In kind 
development advice & business in kind (pro bono)

support supporters

SoFA & SVA SoFA & SVA 11% Internal SoFA
due diligence and SVA 

and transaction Resources
management 

Purchase Brokerage SVA & 5% Grants from
Costs (transition period partners SVA

in the business) investors

Goodwill Federal & Government
Working Capital Regional 28% Grant

Stock & Govt
equipment

Land & house SVA ‘social’ 12% Soft loan
investor

Bendigo 22% Commercial 
Bank loan

Local 6% Grant and
Community loan
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The main problem faced was the issue over the length of time it took to get a decision on the
government grant element (4 months), which put a lot of strain on the business vendor. 

The Generator indicated that this slow decision making process could have ultimately meant
the purchase did not take place. They acknowledged that if vendor had not been very
interested in the ‘social’ potential of the sale of his existing business, then it is likely that sale
would have taken place with someone else as purchaser.

The Generator’s strategy for the future is to find some way for a quicker response to be
available, either by securing an upfront grant fund for release into potential investments, or
by working with the government to identify how processes can be speeded up.

� Charitable Trust & Private Foundations Support

The Generator has developed the initial model/approach to acquisition and as a result one of
Australia’s main charitable trusts is now interested in funding pre-start-up work for future
acquisitions. This will enable the costly up-front sifting process around the initial feasibility of
the business to be assessed robustly, which could be replicated in Scotland by the likes of
Social Firms Scotland.

� Social Investment

Another innovative aspect of the Generator’s approach to purchasing the business was the
use of a ‘soft loan’ from one of the SVA investors. This soft loan came from one of SVA’s social
investors at favourable rates and terms. The soft loan to fund the acquisition of Bonsai - The
Imagination Tree, is interest only, at nominal rates. The loan repayment is initially on a 3 year
term, but with the option of extending the loan repayment period if required. The most
important feature of this soft loan is that the capital/principal would not be repaid to the social
investor. Instead the capital/principal will be reinvested to support the start up of another
Social Firm, allowing SVA to create the beginnings of a Social Firm development fund.

� SoFA Resources

� Pro bono support

� SVA Resources

� Grants (from SVA Investors)

� Government Grant

� Soft loan (SVA investor)

� Commercial loan (Bank)

� Grants/loans (charitable/community)

Funding/Investment Package
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� Social Return on Investment

Social Ventures Australia (SVA) uses Social Return on Investment (SROI) as a tool to capture
the social benefits generated by a social enterprise. Social enterprises often make a significant
financial contribution to the community, however much of this impact has typically been left
undocumented. SROI is a powerful way of translating some of the social objectives of
organisations into quantified measures. SROI has great potential to improve the way
organisations work and provides a powerful language in which to communicate outcomes.
SVA will undertake an SROI on Bonsai - The Imagination Tree later in 2007.

� Progress in Scotland and the UK

If business acquisition is to be a mainstream activity for developing Social Firms in Scotland
and the UK, there will need to be an acquisition fund established to allow organisations to
operate at the speed required to deal with purchasing businesses.

BIG Invest, a wholesale CDFI35, is looking to establish a ‘Social Buyout Fund’ that would
finance business acquisition. Although not focused solely on Social Firms, it may be that the
Social Firm Sector can pioneer this approach. 

� Social Economy Scotland 

The EQUAL Social Economy Scotland Development Partnership is working on key areas of policy
development that will support ongoing developments within the social investment arena:

• Social Return on Investment36 - Forth Sector is leading a project carrying out 10 SROI
evaluations on a wide range of social enterprises that have received either loan finance or
grant funding from the Futurebuilders Scotland programme. Two Social Firms creating
employment for people with mental health issues have already been able to demonstrate
significant cost benefit savings in return to the consumption of health services. The results
of these SROI evaluations and the lessons learned from the process will be published on
the Social Economy Scotland website by November 2007. 
See www.socialeconomyscotland.info

BIGinvest is a specialised finance company for social enterprises, established by The Big
Issue. It was founded by social entrepreneurs and is staffed by experienced social financiers
whose mission is to fund business solutions that create inclusion, opportunity and
regeneration.

BIGinvest aims to launch the first buyout fund which explicitly sets out to create
employment and positive social benefit. They aim to create a financial mechanism that will
help social enterprises raise capital market finance that will support the sector to rapidly
scale up by acquiring private companies and transforming them into well-managed social
enterprises.

Their target businesses are anticipated as being capable of generating employment for
disadvantaged people and areas in the UK, or operating in the health or community
transport arenas and have a high potential to grow as social enterprises.

For more information on the proposed BIGinvest buyout fund contact them via their
website at www.biginvest.co.uk

35 Community Development Finance Initiative - BIG Invest is a BIG Issue Initiative and is a CDFI established by a
social enterprise to finance the development of social enterprises.

36 Social Return on Investment is a process for financialising or monetizing the impact that an organisation has in
terms of pursuing its social mission. The approach emerged from the Roberts Enterprise Development Fund in
San Francisco (REDF) www.redf.org but is being disseminated throughout Europe by the European Social
Return on Investment Network, see www.sroi-europe.org
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• Patient Capital - Social Investment Scotland is leading a pilot on developing approaches
to patient capital within Scotland. Other charitable trust funders such as the Lloyds TSB
Foundation for Scotland and the Scottish Community Foundation are at early stages of
developing venture philanthropy approaches. A sector-led initiative is being developed by
three key organisations, Community Enterprise Strathclyde (CEiS), Senscot and Forth
Sector. 

• Raising the Profile - As part of it’s role in raising the profile for the sector in Scotland the
Scottish Social Enterprise Coalition37 (SSEC) in its policy development work has developed
the idea of a ‘brokerage’ or ‘pool’ of funding that should exist to develop social enterprises.
Policy work on this idea is at an early stage but will form part of the recommendations for
mainstreaming activity and development of an investment fund for social enterprise.

• Social Firms Scotland is very keen to develop a methodology for buying businesses and
as such is increasing awareness of the approach and the different types of investment that
would be required amongst funders and potential investors.

6. Legal and Governance Structures 

� Parent organisations 

The Generator works with agencies that have an interest in creating employment for people
with mental health problems (e.g. existing service providers). Their preferred approach to
developing Social Firms is to support these agencies to establish and run the businesses as
parent organisations. 

Legal Options
Opt A Opt B

• Option A - This has the acquired business run as a trading subsidiary of the parent
company.

• Option B - This has the acquired business become part of the parent organisation.

Legal advice38 will be required to identify the best option in terms of company structure for
any business acquisition.

37 See www.ssec.org.uk 
38 See Keeping it Legal (2nd Edition) (2006) Social Enterprise Coalition, from www.socialenterprise.org.uk - this

guide gives an introduction to the legal issues that social enterprises have to consider for good governance.

Parent Organisation

Acquired business,
conversion to 

Social Firm

Parent Organisation

Acquired business,
conversion to 

Social Firm
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� Bonsai: The Imagination Tree 

In the case of the acquisition of Bonsai: The Imagination Tree acquisition, no appropriate lead
agency was currently engaged with the Generator when the business opportunity emerged,
which meant that additional work was needed to find, work with and support a lead agency
after the acquisition process had begun. Ideally, a lead agency would exist from the start.

As an interim arrangement, a separate not-for-profit company was established with a Board
which included SoFA, SVA, private sector experts and the newly-identified lead agency a
service provider called Eastern Access Community Health (EACH)39. 

In addition to this, the outgoing business vendor joined the Board of the new company as part
of his agreement to provide handover and ongoing support. 

� Future Acquisitions

In future acquisitions, SoFA and SVA’s roles will be advisory and supportive and they are unlikely
to get involved in the formal legal or governance structure of Social Firms in the future.

They recommend that parent organisations take legal advice as part of the acquisition process
before choosing a governance structure. 

They also recommend that any Board should be skills based rather than just representative so
that there is strong participation from private industry, to ensure that commercial expertise
and experience is present as a resource. 

The UK Context

The legal framework for Social Firms in the UK is slightly different to that in Australia,
particularly given the advent of the Community Interest Company (CICs) as a vehicle for
running social enterprises, including Social Firms. The CIC format enables Social Firms to give
limited returns to shareholders: this could be a way of bringing in a range of partners to a
business who may be less interested in a traditional charitable Board model. 

An Overview of Community Interest Companies (CICs)

According to their regulator, CICs are a new type of limited company for people wishing
to establish businesses which trade with a social purpose (“social enterprises”), or to carry
on other activities for the benefit of the community. 

Many social enterprises and community organisations are already incorporated as
companies (usually limited by guarantee), while others, such as co-operatives, take the
form of industrial and provident societies.  Many operate less formal legal structures, for
example, with assets held on their behalf by trustees. 

The CIC is a valuable addition to these forms and particularly suitable for those who wish
to work within the relative freedom of the familiar limited company framework without
either the private profit motive or charity status.  They are more flexible than some other
legal forms and there are a variety of capital structures available to meet the needs of
members and the organisation. 

39 See www.each.com.au
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CICs can be a useful vehicle for social enterprises of all sizes from a small community care
project to a large organisation providing international fair trade type distribution systems
for the benefit of overseas producers. 

CICs are a useful legal form for holding local assets such as community halls and facilities,
as well as for trading in a conventional sense through the provision of goods and services,
either directly to the public and organisations or through contracts with service providers.  

Although the same body cannot be both a CIC and a charity, a CIC may well be a useful way
of operating trading activity, such as, a charity shop.  It could be established in such a way
that it could pass some, or all, of its profits to the charity to finance its charitable activities.

Benefiting the community is what CICs are all about and providing that they can pass the
community interest test there are very few restrictions on the purposes for which a CIC
can be used. 

The concept of community is important to understand as it can have a wide range of
meanings from the population as a whole to the residents of a particular areas or a group
of people suffering from a particular disadvantage.  A CIC cannot be used solely for the
financial advantage of a limited group of people, for political purposes or for the benefit
of the employees, directors or members of a single organisation.   

Basic Legal Structure and Special Features 

The basic legal structure for CICs is the limited liability company.  They can either be
incorporated as a new company or converted from an existing company.  They can take
one of three company forms: 

- company limited by guarantee, 
- private company limited by shares, or 
- public company limited by shares (PLC). 

An existing company limited by guarantee with a share capital may also be converted to a CIC. 

As CICs are intended to use their assets, income and profits for the benefit of the
community they are formed to serve, they must embrace some special additional features
to achieve this: 

They are subject to an ‘asset lock’ which ensures that assets are retained within the
company to support its activities or otherwise used to benefit the community. The main
elements of the asset lock are as follows: 

- CICs may not transfer assets at less than full market value unless they are transferred
to another asset locked body (such as to another CIC or a charity). 

- If its constitution allows a CIC to pay dividends (other than to another asset locked
body - essentially another CIC or a charity) these will be subject to a cap that limits
the amount of dividend payable.  A similar cap applies to interest payments on loans
where the rate of interest is linked to the CIC’s performance. 

- On dissolution of a CIC any surplus assets must be transferred to another asset locked
body. 

For more information go to www.cicregulator.gov.uk 
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7. Creating Supported Employment

Creating supported employment for people with a disability and/or serious disadvantage in
the open labour market is the core purpose of developing any Social Firm. There are a number
of important issues to consider where business acquisition is used as the development route.

� Social screening

When identifying businesses with potential for acquisition, a key consideration is the extent
to which the business offers scope to bring in employees with disabilities and/or severe
disadvantages over time. 

SoFA has developed a ‘social screen’ for assessing a business’s potential to provide suitable
employment opportunities for the target group, in this case, people with a psychiatric
disability. As part of SoFA’s relationship with Social Firms UK this tool has been made available
to SFUK40 for use in assessing local workplaces or as part of the process of establishing Social
Firms.

The social screen’s criteria include:

• What range of jobs exists within the business? Part-time, full-time, skilled, unskilled
• What is the natural turnover of staff within the business?
• What is the growth potential of the business? 
• How do existing staff view the concept of Social Firms?
• What is the culture of the workplace?
• How conducive is the working environment to supporting people with some kind of severe

disadvantage?
• How does the working environment lend itself to team working, job coaching and

supportive roles?  

� Identifying and working with a lead agency

The Generator41 does not directly manage businesses themselves and instead, seeks to work
with lead agencies with an interest and motivation around supporting people with mental
health problems. The Generator team can provide ongoing commercial and general expertise
and support and SoFA can provide specific expertise around workplace modifications and
support for creating an accessible workplace.

The Generator identifies the importance of working closely and in depth with the Board and
staff of the lead agency to ensure the organisation is ready for the commitment that running
a commercial business entails. 

� Nature of employment support 

A Memorandum of Understanding has been developed between Bonsai: The Imagination
Tree, EACH Employment Support Services and SoFA to describe the roles and responsibilities
of each party, the communication protocols and review processes.

40 www.socialfirms.co.uk
41 In the case of Bonsai: The Imagination Tree, no lead agency was 'on board' in the local area at the time the 

business opportunity became available, although the Generator was able to work with an agency to bring them 
on board while the business planning process was taking place. This meant that, in this case, the Generator 
established a separate company, with all key partners represented as members and on the Board, and with a 
long-term plan to transfer ownership to the identified lead agency. 



In the long-term, the Generator aims for Social Firms to be as self-supporting as possible. The
Generator acknowledges that there can be costs involved in providing employment support
for people with a disability through higher supervision costs, impact of planned adjustments,
loss of productivity, etc. Some form of non-commercial income may be required in the longer
term to support these costs that are not borne by mainstream businesses. As explored in the
previous chapter, SVA uses an impact measurement tool called Social Return on Investment to
identify the financial return in cost savings to the state to justify these ongoing employment
support costs. 

SoFA are also looking at different types of support and what works and are piloting various
initiatives like placing Occupational Therapists in businesses to work alongside people and
developing a bank of casual workers to provide back up support. 

Developing Employment through Social Firms in Scotland

Social Firms Scotland through their Employment Development Programme, is currently
producing a guide that captures best practice in supported employment in Social Firms in
order that ideas and innovative practice can be shared and progressed for all employers. This
document is aimed at Social Firm Managers and developers and will be available early 2008.  

Employees and potential employees of Social Firms often have many questions when making
the move into employment. Social Firms Scotland with the support of Social Firm employees
have developed a resource ‘The Way to Work’ (2007) which aims to provide answers for
people moving into work and is available free to all Beneficiary members of Social Firms
Scotland.

Social Firms Scotland also offers an Employment Review service that explores ways of building
your Social Firm’s good employment practices based on the experiences of others.

31
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CHAPTER 3
BUSINESS ACQUISITION:
LEARNING FROM THE PRIVATE SECTOR

Buying and selling businesses is a common approach in the private sector. This chapter
explores motivations, the acquisition process and approaches to valuing businesses in the
private sector and then compares these with the Social Firm sector. 

Private Sector

� Motivation

• For individuals looking to run their own business, buying an existing company is an
alternative to starting their own business from scratch. It can be less work, and can involve
less risk than starting from scratch, as the business is already established in a market place,
has an existing staff team, has customers and suppliers, and has a business plan and
marketing approach42. 

• For companies looking to expand their operations, acquiring businesses can be used as a
way to build their business quickly, achieving economies of scale and building an asset
base43. 

• For individuals or Boards looking to sell their business, the imperative is to get the best
possible deal and the maximum sale value to realise their assets. 

� Acquisition process

• A vendor usually puts their businesses up for sale and invites potential purchasers to bid
competitively. This process can be handled in a number of ways, using brokers, specialist
companies or specialist publications and websites.  

• From a potential purchasers’ point of view, approaches may include looking in
newspapers, trade journals, specialist magazines and websites.

• Business transfer agents may be involved in the transaction - these are individuals or
companies who specialise in valuing and selling businesses. 

• During initial negotiations, both parties attempt to reach agreement on the value of the
business with a view to the purchaser making an offer on the business. 

• Once an offer has been made and accepted, a due diligence process is carried out to verify
the business performance and activities. In a small business purchase, this process may
need three to four weeks as a minimum.

• Finance then needs to be arranged and outline agreements on transfer arrangements
drawn up, before the transaction moves to the completion stage, which incorporates
transfer of leases, contracts and finance. 

42 Buy or sell a business guidebook, Business Link 2006 (www.businesslink.gov.uk) 
43 'Buying Businesses', www.growthbusiness.co.uk, 7 September 2006 
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� Valuing the business

• A range of approaches can be used to value businesses, including multiples of previous
earnings, net asset value, levels of cash generation, guaranteed income streams, future
growth potential, intellectual assets, customer base value, etc.44 

• Traditional approaches are driven by a desire on the part of the vendor to realise the value
of the business assets, including intangible assets, which are inherently difficult to place a
monetary value on. 

• In the private sector, part of the value ascribed to a business by a purchaser may include
the potential for re-sale value in the longer-term. 

How are Social Firms Different?

� Motivation

• Social Firms may share some of the motivations of private individuals or companies looking
at acquisitions (ready access to a market, pre-existing structure, track record of business
etc).

• However, a Social Firm’s key motivation is to create supported employment for severely
disadvantaged people. This will influence any approach to business development,
including acquisitions. It means that acquisition opportunities may be sought in particular
industry sectors with particularly suitable job types, or where there is likely long-term job
growth.

� Acquisition process

• The broad process for Social Firms interested in acquisitions is likely to be similar to private
individuals or companies (initial research, selection, negotiation, due diligence,
completion). 

• However, additional considerations raised by the Social Firm’s social aims will need to be
taken into account throughout the process. 

• This may cause a potential competitive disadvantage where vendors do not understand
the proposed business model and/or where Social Firms need to secure a more complex
funding package than a private individual or company.

� Valuing the business

• Valuing a business is a complex area for private individuals or companies. It may be
particularly difficult for a Social Firm to reach a judgement on the value for money of a
potential acquisition. 

• For example, a Social Firm may attribute less value to re-sale potential and more value to
the business growth potential. 

• This may cause difficulties in negotiations with vendors, who may not understand where
the Social Firm is ‘coming from’. 

44   Rebbettes, David (2004) Selling your business for its maximum value, BCMS Corporate 
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What’s the difference for a Social Firm? A Tale of Two Salons...

Lucy, the sole trader

In salon A, Lucy is a manager at a hairdressing salon. She has progressed as much as she can in
her current role and is looking for a new challenge. She has an exceptionally good reputation with
her customers, has extensive experience in the industry but wants more flexibility in terms of the
hours that she works. She also has some ideas on how the salon could develop but is frustrated
that she doesn’t have the authority to implement these ideas. She decides that the best way for
her to get more control and the flexibility she wants is to run her own hairdressing salon. Her family
and friends encourage her as they know she’s effectively been running one for years, has all the
experience and skills needed and has a good track record of management. 

She approaches her bank and talks through her plans - she already knows the local market, having
worked in it for years, and understands how to price, market and deliver quality services for
customers while turning a healthy profit. She is effectively trying to replicate (and improve upon)
the business model she’s already familiar with.

The bank approves a finance deal in principle and Lucy begins to look for an appropriate salon. She
looks at 3 or 4 salons in her target area and finally chooses the one she prefers. Based on the
information she now has about size, location and existing customer base, she goes back to her
bank with an updated business plan and re-negotiates a finance facility. Armed with this, and her
own knowledge of the market, she makes a competitive offer on the business, which the current
owner is happy to accept. 

The due diligence process then begins in earnest and although Lucy has some stressful moments
when unexpected details crop up, by and large the process runs smoothly enough. It’s hard work
for Lucy to hold down her current job and manage the process of buying the new business. She
puts in long hours in the evening, getting an increased awareness of the business she wants to
buy. Her in-depth understanding of the industry helps her. Once the deal is complete, she hands
her notice in and gets the keys to her new salon 4 months after she first decided to look into
buying a business. 

Within 4 weeks, the salon has been refurbished and customers are coming through the doors. Lucy
employs a trainee and another hairdresser and plans to keep the business ticking over at this level for
at least the first year. She builds up a steady trade and is soon able to start repaying her bank loan.

WoW, the local charity 

In salon B, a strong local charity, Women onto Work (WoW), works with women with mental
health problems who have been out of the labour market for years. Although they provide
support with confidence-building, access to vocational training and help to find job vacancies,
they are finding that many of their clients experience stigma and discrimination from
employers, and that even those people who do get jobs, find it difficult to sustain them
because of a lack of in-house support.

WoW decides to take matters into their own hands and set up a Social Firm to create
employment for some of their clients. Most of their Board and staff have worked in and
around the charity sector for a long time and have little or no experience of the commercial 

SALON A

SALON B
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world. However, their motivation is strong and they are prepared to take on a new challenge,
so they contact their local social enterprise support agency to talk through the options.

They decide that buying an existing business is probably the best option for them and decide
to look for a hairdressing salon as this is a popular career choice for many of their younger,
female clients. They also think that the hairdressing and beauty industry is likely to grow in
the coming years and that there is scope to create a range of jobs in a team-based
environment, which will offer flexibility to meet a range of people’s needs.

As they have never run a business before, and know nothing about hairdressing, they look for
support to help them move forward. A local charitable trust is keen to support them and
provides a small amount of funding for them to bring in advice from experts in the industry
as well as lawyers and accountants. It’s all a bit much for WoW’s Manager, who is also trying
to manage WoW’s existing services and submit funding applications for their core Service
Level Agreement, but she perseveres. After a few months, the team have identified a potential
business, done some initial market analysis and financial modelling and have been in touch
with potential funders to put together a funding package. 

WoW’s Board have agreed to take on loan finance and as WoW is an experienced
organisation with its own assets, their bank has agreed to provide an element of loan funding. 

However, WoW need additional resources to cover the transitional period from purchase to
re-launch, particularly as they want to take the time to get the conditions for supported
employment right and they want to employ a good manager. They are also buying a business
which is larger than the bank is comfortable with - there is too much risk from the bank’s
perspective but WoW need the business to be a certain scale in order to integrate supported
employment for their clients. 

The business they want to buy is being sold on the open market so time is of the essence.
Although the vendor is sympathetic to WoW’s aims, she has her own priorities and needs to
sell the business as quickly as possible. Funding applications are slowing the whole process
down and WoW are unable to make an offer on the business until they have a reasonable
indication that they will have resources to pay for it. 

Unfortunately, a rival bidder makes an offer on the business and WoW lose out. 

However, they eventually get an offer of grant funding and having got this far, they decide to
go for it again. They look around for another opportunity and luckily enough, another salon
has come on the market. This time the market research process is slightly quicker. They are
able to use the expertise gained from the first time and the grant funder allows them to use
some of the funding to pay for the market research required. They are ready to bid as soon
as they’ve done their calculations - and this time, they’re the successful ones! 

The due diligence process begins in earnest - and WoW put their own resources into paying
for this as they can’t afford any delays to get funding to do this. They pay their staff who work
overtime on the intense due diligence process and pay for accountants and lawyers to cover
aspects of the financial and legal due diligence. There are a few sticking points and WoW’s
manager has some hard work to do to manage the process internally with her Board, but
eventually the deal is complete.  

It takes another three months to recruit the right Business Manager and to work with the
existing staff to explain how Social Firms work. But eventually, over a year after they first
decided to set up a Social Firm, WoW cut the ribbon on their new hairdressing salon!
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CHAPTER 4
LESSONS FOR POTENTIAL SOCIAL FIRMS

Given the relatively small number of Social Firms that have so far been developed through
business acquisition, we have not attempted to provide a definitive guide to business
acquisition for Social Firm development. 

Instead, we have focused on the key things that anyone considering developing a Social Firm
via the business acquisition route should think about. Some of these are common to any
approach to developing a Social Firm. 

Things to think about 

1. Build the right support team

� To successfully acquire a business for Social Firm development, you will need legal
expertise, financial acumen, specialist industry and market knowledge, strong negotiating
abilities, the support of funders and investors and a good understanding of how to create
supported employment within the business. 

� You will need to build up a team of supporters and advisors who you can call on
throughout the acquisition process. 

� You may be able to get pro bono or in kind support with some of this, but you will need
to manage this carefully to make sure you are getting the right kind of help and advice. 

2. Manage the process

� Someone will need to ‘hold it all together’ and you should think carefully about how you
or your organisation makes decisions - who needs to be involved and at what point? 

� Make sure that your support team understand their individual roles and where the
boundaries are between support, guidance and decision-making.

3. Be clear about your motivation - with yourself and others

� From the start, you will need to think about if and how a potential business offers scope
to create supported employment - not all businesses make good Social Firms. 

� Everyone involved in the process - the business vendor, the existing staff, funders,
investors, external advisors - should be clear that the driving force of the acquisition is to
create supported employment.
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4. Make sure there is a ‘values match’

� Remember that businesses are about people - employees and customers. If the culture of
the workplace does not already share most of your values, you will probably be storing up
problems for the future. 

5. Build proactive relationships with funders and investors

� Take time at an early stage to talk to your potential funders and investors about your plans
and explain the model - acquisition-based Social Firms are unusual, so they will be dealing
with something unfamiliar.

� A number of specialist finance providers are emerging in the social enterprise field
including providers of ‘soft’ loans and funders looking at non-traditional funding (e.g.
recoverable grants, ‘patient’ capital). Research these as well as more traditional routes like
mainstream banks and major funders.

6. Don’t assume that acquiring a business means less work

� Acquiring a business may help to ‘short cut’ some of the initial work involved in getting a
business up and running but be aware that by taking on an existing business, you are
taking on a set of different challenges - managing existing staff, dealing with any
‘baggage’ left over from the previous owner, existing expectations of customers, staff and
suppliers and so on. 

7. Be ready to deal with whatever due diligence throws up

� Due diligence is crucial to making sure you make the right decision - be ready to respond
to any issues it uncovers and be prepared to abort the deal if they can’t be resolved. 

8. Plan for the transition

� Think about what you will need to do to manage the transition from business to Social
Firm - do you need to put extra resources in for a short period of time, would the existing
owner stay on for a handover period, what do you need to do to make sure the business
stays profitable while you manage this phase? 

9. Integrate supported employment steadily 

� If you have chosen wisely, your new business should create opportunities for supported
employment - think through how this will be integrated steadily without destabilising the
existing staff team. 

� Involve existing staff as much as possible and make sure you have secured the right kind
of resources to provide good employment support. 

� Think about any succession planning issues around key staff as there may be some staff
turnover.

� Get advice from other Social Firms and external support agencies. Social Firms Scotland
can help you with this. 
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How does Acquisition Compare to Other Routes?

Acquiring businesses may have certain advantages and disadvantages compared with other
approaches to Social Firm development, see below for a summary of each method of
developing a Social Firm:

START-UP Advantages � Disadvantages �

Starting a new business ‘Blank sheet of paper’ Untested market
from scratch with little or assumptions
no input from an existing Full ownership of values
business model and vision by individual/ Lack of cash flow in 

organisation starting up early stages

Operational delays

FRANCHISE Advantages � Disadvantages �

Purchasing the rights to
act as an agent on behalf
of another company,
usually using their name,
brand and policies

Lower failure rate than
start-up - teething

problems have been solved 

Business model available
‘off the shelf’

Access to a range of
ongoing support from
franchiser - who has

interest in making sure
business succeeds

Collective weight as part
of a network (advertising,

buying power, brand
recognition etc) 

Usually high upfront costs
& ongoing royalty costs

Franchiser’s problems are
also your problems

Lack of control/ownership
of business direction

Little or no consideration
of social purpose by

franchiser

Possible values mismatch
between franchiser &

franchisee 

Likely to be ‘tied’ to
franchiser

SOCIAL FRANCHISE Advantages � Disadvantages �

Similar to franchising but
from an existing social
enterprise 

Potential for closer values
match

Business model may not
have been fully tested

REPLICATION Advantages � Disadvantages �

Starting a new business
based on an existing
business, either by
observing its activities
informally or with formal
support and input on a
consultancy basis. 

Tried and tested business
model

Can learn from good
practice and also other

people’s mistakes!

May not translate to local
market conditions

May be costs associated
with buying in expertise
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ACQUISITION Advantages � Disadvantages �

Buying an existing
business

Business already
established in a market

Staffing, operations,
marketing methods etc

already in place and
established

Existing customers and
suppliers

Scope to introduce social
aims incrementally

High level of up-front
investment needed

‘Baggage’ of previous
business owner may cause

problems

Expensive due diligence
process

Staff may react badly to
change

CHARITY TRADING Advantages � Disadvantages �

Transforming an existing
project run by a charity
into a commercial venture
or setting up a new
trading arm to run a
business 

Social purpose already
embedded

Probable existing support
from external funders

Changing to commercial
culture takes lots of time

and energy

Possible loss of existing
staff as change/

development goes through

Risk of ‘rebellion’ from
those used to status quo

of funding vs earned
income 

PUBLIC SECTOR Advantages � Disadvantages �
EXTERNALISATION

Transforming an existing
social service, which may
have an economic
dimension, into a
commercial venture

Existing support from
public sector stakeholders

Social purpose already
embedded

Changing to commercial
culture takes lots of time

and energy

Possible loss of existing
staff as change goes

through

Risk of ‘rebellion’ from
those used to status quo

Existing services may be
under-priced
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The Wood Works

The Wood Works is the latest business venture to be set up by Forth
Sector one of six Social Firms currently run by the Edinburgh based
social enterprise. Forth Sector is a mental health organisation that
provides supported employment and training for people who have

severe and enduring mental health problems. As such it is always looking for new business
ideas. The motivation for Forth Sector when looking at a new business idea is to find one
that will offer a broad range of jobs.    

This business is a replication of the award winning Brighton and Hove Wood Recycling
Project which began in Brighton in 1998. This is the ninth replication of the model
nationwide and the first in Scotland and is part of the National Community Wood
Recycling Project (NCWRP), a separate organisation set up specifically to facilitate the
replication process. The concept is a simple one; charging construction companies and
other producers of waste wood less than the amount they would pay to have the wood
removed to landfill by skips.  The wood is then returned to the warehouse, sorted into
saleable wood, scrap and firewood and wood that will be made into other saleable
products and then processed for sale accordingly.

The Wood Works took about a year to plan, research and explore, with two members of
the Forth Sector Development staff working fairly intensively on it, with input from other
members of the organisation at strategic points.  The experience of starting any new
business is exciting, exhausting and exhilarating in equal amounts, but what is often
under estimated is the time involved. You have to be prepared to go down a few blind
alleys and then start again when your first ideas don’t necessarily work out. There is no
substitute for getting out there and pounding the streets to look for the best location,
what the competition is like, what products and services you can offer and where your
potential competition might have missed a trick.  The Business Plan took about six to nine
months to write and it went through numerous drafts until the team were completely
satisfied that they had covered all bases.  Inevitably, things changed as they went along
as timelines were dictated by operational issues such as finding the right premises, putting
the finances together and generally waiting for other things/people to slot into place.
Now, nearly two years later The Wood Works has opened its doors to begin recycling
wood saved from landfill.

Go to www.woodrecyclers.co.uk

CASE STUDY: REPLICATION

���
����������

��
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Craighurst Restaurant

The Loft Youth Project is for all young people between the ages of 12 and 24, residing in
the areas of Keith and Strathisla, or who are connected to it through social networks or
employment. The Loft Youth Project aims to provide a safe and welcoming environment
in which young people are encouraged to learn, grow and challenge, when appropriate.
This is done in a range of ways, by providing social and recreational opportunities through
weekly drop-in and a range of organised activities, learning opportunities both formal and
informal, linking with other learning providers and with the trading activities. Support is
given through the Intensive Support Worker, team of volunteer youth workers and
through support activities run by other agencies within The Loft building.

Loft Trading is a wholly owned subsidiary of The Loft Youth project which seeks to identify
and operate commercially viable enterprise opportunities, the profits from which are used
to further the charitable aims of The Loft Youth Project. It aims to provide ethical
employment and seek to maximise training and learning opportunities for young people
where appropriate.

Incorporated on 4th November 2003, LYP owns the property at 86a Seafield Arms Lane,
Keith, comprising a two storey building, with offices at the upper level and a drop-in
centre for young people at ground level, each with separate entrances. The company also
owns a 32-seater restaurant, Craighursts, which is managed by its trading arm.

This business was a cafe many years ago, but was rather run down. New owners took it
on, but their background was interior design and they lost interest once they realised that
day to day was a bit of a slog! They also thought that Keith was not ready for a more ‘up
market’ cafe/restaurant.

So Why Do It?

Loft Trading took it on for several reasons. The organisation wanted to secure an eventual
income to supplement the grant funded activities of the main youth project and provide
quality training opportunities for young people that would lead to real jobs. The project
wanted to build an asset base for the main Loft Youth Project, possibly to secure future
loans against and, as LEC money was to be invested in the area for economic regeneration
they also saw the opportunities of a rising property market. The premises had been
refurbished to an excellent standard and were ready to move into and as the LEC had also
commissioned an economic study into the area and highlighted the fact that there were
no eating places that would appeal to tourists and locals alike they also saw a potential
gap in the market. 

As money was being invested in Keith to encourage tourism the organisation saw the
scope to provide good quality training for young people that would give them an edge
when entering the job market rather than have them leave the area altogether as had
previously been the case.  They were determined to offer training in management rather
than just catering and hospitality, which is renowned for low wages.

CASE STUDY: CHARITY TRADING ARM
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The process

The process of acquiring the building involved many sleepless nights! Originally the group
tried to get grant funding for the whole project but during the slow process the building
went to another bidder. However, when it came back onto the market they were able to
obtain 40% of the costs from the Scottish Land Fund and 60% by taking a loan. On
securing the building, the group realised that they knew nothing about the business and
it was at this point that they quickly appointed a business manager with the appropriate
skills and experience.   Future plans include developing the outside catering and events
side of the business.

The Future

Craighurst’s is now in its second year and continues to go from strength to strength and
is now an SVQ accreditation centre. Daytime trade is good and the ‘themed’ evenings,
such as the music nights are now packed out. This all gives excellent opportunities to
develop the training opportunities available to their young employees and, over the
coming year, there will be some research undertaken to see if there is scope for still further
development. 

As the restaurant is owned by The Loft, it is already a valuable asset and helps enormously
in achieving The Loft’s charitable aims. Over the coming five years, however, they will be
looking to move into profit (however small) so that some money can be contributed to
the running costs of the organisation.

Lessons Learned

Gill Dolphin of LYP says of the lessons they have learned along the way “Catering is a hell
of a hard field to make good profits in” and advises, “don’t expect quick profits, a
business has to be allowed to find its feet before expecting a return from it”.

To book telephone 01340 820363
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CHAPTER 5
LESSONS FOR FUNDERS AND INVESTORS

Securing an appropriate funding and investment package is crucial to the success of any
business and Social Firms are no exception. A range of funders and investors have expressed
an interest in how to best support the development of Social Firms and social enterprises,
given their explicit purpose of delivering positive outcomes for society. 

A plethora of reports, studies and articles have been written over the years about the specific
nature of the funding and investment needs of Social Firms and social enterprises. 

In this report, we have attempted to supplement the ongoing debate in this area with some
key lessons for funders and investors interested in supporting acquisition-based Social Firms. 

The overarching theme behind these lessons is that funders and investors need to take an
engaged approach to resourcing Social Firms to acquire businesses. 

1. Pre-Acquisition Support

• Given the additional complexity for Social Firms of finding a suitable acquisition
opportunity, compared to typical private sector experiences, there is a need for greater
pre-acquisition development support. 

• Funders and investors can play a crucial role in ‘getting on board’ with the concept of
acquisition at an early stage, supporting an individual or organisation ‘in principle’ and
working with them through the necessary stages

• Funders and investors need to be prepared to take risks and share risks. If they fund the
pre-acquisition phase of business acquisition then they need to recognise that this might
not result in a business acquisition.

2. Timing

• As Social Firms are likely to be competing with private individuals or companies to secure
an acquisition, they need to have access to the necessary resources to make bids. 

• Where a funding package consists of a mixture of grants, loans and/or other forms of
finance, timing is critical - delays in decision-making may scupper the Social Firm’s chances
of getting a deal.

3. Pooled Investment

• Funders and investors could do more to streamline their application and assessment
processes and could consider allocating a joint pool of funds for investment in acquisition-
based Social Firms.

4. Recognising and Rewarding Social Outcomes

• In a straightforward private sector acquisition, potential investors will look at the
likelihood of financial return and make an assessment on that basis. 
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• In the case of an acquisition for Social Firm development, the core motivation of creating
supported employment may affect the business model in a way that is unfamiliar to
traditional investors. 

• Although profitability will be important, there will be an added motivation to create new
jobs and/or to integrate supported trainees into the workplace.

• Investors will need to understand how the balance of business aims will affect business
decisions and reward social outcomes as well as financial performance. 

• Funders and investors should adopt Social Return on Investment processes to predict
potential social impact from any funding or investment decision they make.

5. Understanding Social Performance Risk

• For Social Firms, risk incorporates social performance risk as well as financial risk. A
business which is profitable but which creates no supported employment is a failure from
a Social Firm perspective. 

• Investors will need to develop an understanding of how this perspective of risk affects
decision-making. A Social Firm may reject what seems like a good acquisition opportunity
from a purely financial perspective, if there is a high risk of low social performance.

6. Post-Acquisition Support 

• Social Firms are likely to experience all of the same challenges as anyone acquiring a
business, as well as additional challenges raised by integrating supported employment
into the business. 

• Funders and investors can support Social Firms by recognising and responding to the
additional complexity of these challenges - again, in an engaged way. 
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CHAPTER 6
LESSONS FOR POLICY MAKERS

A number of policy makers are interested in the development of Social Firms and would like
to see more businesses established using a Social Firm model. 

Business acquisition has been suggested by some as a way to ‘fast track’ the development of
more Social Firms (and indeed, other types of social enterprises). 

However, there are a number of important issues that need to be addressed in the external
environment before this is likely to be a significantly realistic option. 

1. Resources for Supported Employment

• Acquisition may be a quicker route to establishing a Social Firm, but it does not address
the issue that in the UK, there is an ongoing lack of focused government resources for the
creation and maintenance of supported employment in Social Firms for severely
disadvantaged people. 

• While this continues to be the case, the successful development of Social Firms will be
held back, whatever the development route.

2. Engaged Investment

• As Chapter 6 has demonstrated, the development of Social Firms through acquisition will
require engaged investment to resource the complex process involved in pre-acquisition
development, as well as the up-front purchase costs. 

• Without this, individuals or organisations are likely to face a significant disadvantage in acquiring
businesses as Social Firms, compared to private sector companies or private individuals. 

3. Engaging the Private Sector

• As familiarity with the social enterprise business model grow, then policy makers should
work with the private sector and encourage the development of more pro-active corporate
social responsibility policies that would see the development of pro-bono support for
business acquisition along similar lines to what has been developed in Australia.

4. Routes to Social Enterprise

• The bulk of policy for Social Firm and social enterprise development has focused on
encouraging the voluntary sector to develop a) business ‘off-shoots’ and b) more
sustainable services generally. 

• However, individual entrepreneurs or new groups are also developing Social Firms and
acquisition may be a particularly appropriate route in this case. Further work is required
to promote the Social Firm model to individual social entrepreneurs.

5. Conversion of SMEs

• There is also scope to look at how public policy can support existing small-medium
enterprises (SMEs) to convert to Social Firms, particularly where they are being sold by the
current owner - if just 0.1% of Scotland’s 300,000 SMEs converted, this would equate to
300 new Social Firms, which would in turn create thousands of supported employment
opportunities for severely disadvantaged people. 
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CHAPTER 7
CONCLUSION AND RECOMMENDATIONS

This report has summarised lessons from experiences of business acquisition in the UK, Europe
and Australia, and has set out a range of lessons for those looking to develop Social Firms,
their potential funders and investors and policy makers with a stake in Social Firm
development. 

Buying and turning businesses into Social Firms is clearly an area with potential for
development in Scotland. For this potential to be exploited, we recommend the following
actions:

• Anyone considering establishing a Social Firm should think seriously about acquiring an
existing business as a development route.

• Business support agencies and intermediaries advising potential Social Firms should
orientate their advice and support resources around acquisition as an important potential
development route.

• Where acquisition is being considered, commercial expertise and advice should be used
as much as possible to support the process.

• Government should develop more intelligent ways of resourcing supported employment
costs as an incentive for Social Firm development, using European models as a starting
point.

• Funders and investors should develop a genuinely engaged approach to acquisition-based
Social Firm development: resources should be ear-marked for acquisitions and
administered by agencies who understand the nature of the Social Firm sector. 

• A 5 year pilot programme of 6-10 Social Firm acquisitions in Scotland should be
resourced, promoted and evaluated, with a view to developing a detailed model for future
use by potential Social Firms across the UK. 
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APPENDIX 1
DEVELOPING ‘WORK INTEGRATED SOCIAL ENTERPRISES’

Social Firms can be any type of commercial business. The key element of any Social Firm
development however is to create a supportive working environment for people with a serious
disadvantage in the labour market. When acquiring an existing business, this is central to
assessment during the acquisition process.

This appendix45 sets out some of the key factors your Social Firm should consider, including:

1. The Balance of Aims
2. Motivation for Development
3. Creating a Supportive Working Environment
4. Absorbing the Social Costs

It also briefly looks at the supported employment models open to Social Firms in Europe that
enable business acquisition to be a viable option for development.

1. Balance of Aims 

A Social Firm aims to generate income from trading activity. A Social Firm also aims to provide
supportive employment to people with a disability or disadvantage. Running a viable Social
Firm means having to balance these two aims, which is often termed the ‘Two-headed Llama’
syndrome when both aims form a push-pull effect. 

The values that underpin Social Firm development are ‘Enterprise, Employment and
Empowerment’. The flow to these values re-inforces the belief within the sector that running
a viable business is the key to delivering supportive employment opportunities. 

Social Firms should aim to be profitable, ideally with sales activity accounting for 100% of
their turnover. The benchmark that Social Firms strive for is to generate over 50% of their
income from trading activity. Underpinning this benchmark is the understanding that a
balance of income is usually required to ensure business viability. 

Where non-commercial income is required, it is not because the business is run badly and
requires subsidy funding. It is required to fund the supportive working environment provided
for the people with disabilities or disadvantage employed within the business. 

45 Much of the information is kindly reproduced from the Social Firms UK publication, The Extra Element (2005)

Commercial Income Non-commercial Income

Sales to individual customers Capital Grants 

Public procurement contracts Revenue Grants

Business to business transactions, Donations
including social-to-social sales

Sponsorship Voluntary activity
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The nature of the non-commercial income stream required by your Social Firm is dictated by
a number of factors:

• The motivation that you have for developing the Social Firm
• The type of approach adopted by local public agencies to the funding of Social Firm

development, and
• Perhaps the organisational structure you have chosen as most appropriate for developing

your Social Firm

2. Motivation

It cannot be stressed enough the importance of being clear about your motivation. The
philosophy you have and the passion and drive that you bring to Social Firm development will
influence many of the decisions that you make in terms of running the business. 

There are broadly four motivations that people have for developing Social Firms:

� Integration focus

� Intermediary focus

� Inclusive focus

� Assimilated focus

� Integration

The primary motivation for this approach is for the Social Firm is to act as an alternative labour
market within mainstream employment for those people with a disadvantage who are job
ready but need higher-level support within a non-discriminatory, supportive environment.

The Social Firm will be characterised as follows:

• All ‘disadvantaged’ staff are paid wages at market rate
• ‘Disadvantaged’ and ‘non-disadvantaged’ staff work alongside each other in an

integrated environment, enjoying the same terms, conditions, rights and responsibilities
• Positions within the business will be seen as permanent, subject to market fluctuations
• ‘Disadvantaged’ staff would probably make up 25%-50% of the staffing of the business
• ‘Disadvantaged’ staff will usually be working on a full-time basis46

� Intermediate

The primary motivation for this approach is for the Social Firm to act as an transitional
employment opportunity for people with a disability or disadvantage. The Social Firm will act
as a stepping stone for people to move back into open employment or supported
employment. The focus of activity in the Social Firm will be to assist people to improve their
job readiness.

46 The Department of Work and Pensions class this as over 16 hours per week
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The Social Firm will be characterised as follows:

• ‘Disadvantaged’ staff may be paid market rate wages or may be trainees within the
business

• Positions within the business will be temporary and time-limited (often one to two year
contracts). There will be an emphasis on supporting ‘disadvantaged’ staff to move into
open employment

• ‘Disadvantaged’ and ‘non-disadvantaged’ staff will work alongside each other in an
integrated environment but may not enjoy the same terms, conditions, rights and
responsibilities given the time-limited nature of some positions

• Up to 50% of the staffing may be ‘disadvantaged’. 
• Payment of the non-commercial income may be on an ‘output’ basis when the person

moves into other employment
• There will be an emphasis on developing skills through real work 
• A supportive working environment will focus on job coaching, skills development and

personal development planning 
• A learning environment will be developed to enable ‘disabled/ disadvantaged’ staff to

become job ready and able to move on

� Inclusive

The primary motivation47 in this approach to Social Firm development is to offer people
supported employment as an alternative to day care or sheltered workshops. The Social Firm
has a focus on providing a therapeutic and participative working environment for participants. 

The Social Firm will be characterised as follows:

• ‘Disadvantaged’ staff may be paid market rate wages or may be trainees or volunteers
within the business

• It will aim to create a large number of jobs for people with a disability or disadvantage
and will often have around 50-75% of the employees being people with a
disability/disadvantage

• The employees will usually work on a part-time basis, often less than 16 hours per week
and although receiving wages through schemes such as ‘permitted supported work’ (at
or above Minimum Wage level) may still have a high reliance on welfare benefits48. 

• A participative working environment will be developed that values the contribution of
each employee regardless of the nature and effect of their disability or disadvantage

• A therapeutic working environment will be developed on the concept of assisting to
support recovery and rehabilitation

• There will be a high focus on fostering inclusion, teamwork, developing job skills and
providing real work experience

• The Social Firm might also provide more counselling support and crisis intervention than
would be normal within a mainstream business.

47 Usually inclusive approaches to Social Firm development are adopted where the people have a more severe
disability or disadvantage in the labour market. The result of this can be that inclusive approaches to Social Firm
development often struggle to achieve more than 50% of income from sales.

48 Because of the restrictions of the welfare benefits system, some of the people with disabilities may only be able 
to be classed as trainees
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� Assimilated

This is where the Social Firm is developed with a blend of some or all of the above approaches. The
emphasis has been on incorporating all the characteristics. The primary motivation behind this has
been to offer a wide range of supportive employment opportunities for people with a disability or
disadvantage. The majority of Social Firms blend each of the approaches listed above in order to
meet the employability needs of the individuals that they are supporting into employment

3. Creating a Supportive Working Environment

There is no set formula for a supportive working environment. Below we describe some of the
elements of supportive work. You will have to build the right supportive working environment
for your Social Firm based on the motivation that you have and the needs of the people with
disabilities or disadvantage you are employing.  

The ingredients for a supportive working environment are:

� Planned Adjustments

Plan how you are going to integrate people into the working practices of the business. This
planning usually goes beyond the notion of ‘reasonable adjustments’ that underpins the
Disability Discrimination Act.

While the adjustments should not be ‘unreasonable’ they will be deliberate. At the
development stage of your Social Firm you will be thinking about the possible support needs
of your potential employees. You will start to structure the work activities around these
support needs.

� Coaching

Job coaching is an effective way of enabling people to learn ‘on-the-job’ skills. In addition, job
coaching can be very cost effective in building up an understanding of what a job entails
rather than sending people on a range of courses. Within a supportive working environment
a job coach could effectively provide a range of other ‘supportive’ roles. They could also act
as advocate, mentor or buddy. This would support the development of natural supports
within the workplace. 

� Participation

A well-run Social Firm should have processes in place to allow all employees, regardless of the
nature or effect of their disability or disadvantage, to express their views on all aspects the
business. This participatory style flows from the central value of ‘Empowerment’ that Social
Firms strive for. By doing this you will help to foster a sense of ownership, develop shared
responsibility for business success and increase the value and status that people with
disabilities have through being employees.

� Value

A Social Firm should value its employees. As discussed above one element of this value will
come through providing real work that makes a meaningful contribution to the success of the
business and for which people are paid at or above the market-rate wage.

Your Social Firm should aim to operate in the same way as a family business, where each of
the employees feels valued and integral to the success of the venture. 
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� Personal Development

Some Social Firms will be an emphasis on developing a working environment that supports
recovery and rehabilitation. Where this is the case, your Social Firm may also have an emphasis
on personal development planning as part of the supportive working environment. This will
look at where work fits in with the goals and aspirations that the individual has. Personal
development planning may be part of the appraisal process or could be an additional aspect
to the support and supervision offered to people.

� Transferable Skills

You should aim to provide support to people employed in the business to develop transferable
skills that will enable them to move on to gain employment in the local labour market. It is
likely that the focus on developing transferable skills will lead to higher training and
supervision costs within the Social Firm. In addition there will be increased costs through
regularly inducting and then moving on skilled staff.
Teamwork

A Social Firm should also aim to develop a strong teamworking ethos within the business. All
employees should feel they are part of a team. Although this is core to many successful
businesses, the additional focus within your Social Firm should be on building positive working
relationships and helping to tackle issues around social exclusion that people with a disability
or disadvantage may have experienced.

� Job Search Skills

You may also provide support in the area of developing job search skills for the people within
the business that aim to move into mainstream employment. There are a range of approaches
to job search. If this is something that you want to focus on you will have to build this into
the planning around running the business.

� Welfare Benefits Advice49

You may have to provide welfare benefits advice to the people that are coming to work in the
business. This will revolve around issues such as ensuring that ‘linking rules’ are adhered to,
ensuring that issues such as the earnings disregard are considered, DLA implications are
considered, housing benefit is dealt with and carrying out ‘in-work’ calculations to ensure that
people are not financially disadvantaged by working. 

� Caring50

All employers have a duty of care towards their employees. Beyond that your Social Firm
might identify that you are working with a particularly vulnerable group of people with
disabilities or disadvantage. Your response to this might be to build into the employment
support an element of counselling, emotional or practical support that is above what would
normally be expected within a mainstream business operation. 

49 The Welfare Benefits system is very complex, complicated and bureaucratic. It is one of the most significant
barriers to enabling people with a disability or disadvantage to move towards employment. Social Firms may find
that they need specialist help and advice to ensure that the correct advice is given. This can be sourced from
Jobcentre plus or through local employment intermediaries.  See also 'The Way to Work' (2007) Social Firms
Scotland

50 When developing this aspect of employment support it is crucial to orientate this around a 'work first' approach.
Any support you put in place should be to enable people with disabilities or disadvantage to engage more fully 
in employment rather than becoming a substitute for a lack of care and support in the community.
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� Social Accountability

Your Social Firm will be values-driven and have the empowerment of disabled or
disadvantaged people as its core mission. You will be aiming to have a positive impact on the
lives of the people that you employ. You will need to account for the social impact that you
are having. By robustly measuring your social impact51 you will be able to continuously
improve your service and prove your impact to any investors or funders.

4. Absorbing the Social Costs

In a recent paper Jim Schorr52 from San Francisco based Juma Ventures53 made the point that
the majority of work integration social enterprises have up until now chosen to develop small
retail businesses that are relatively simple to operate.  However the issue arises in that the
businesses will only ever have the capacity to produce very low profit margins making it very
difficult to meet the additional support costs of supporting severely disadvantaged people into
work.  This additional cost in turn overwhelms the businesses’ natural ability to generate
income.

Schorr (2006) proposes that there are two solutions to this which have been adopted by Social
Firms Scotland in the ‘In Business for Good’ (April 2007) policy positioning paper.  It needs to
be recognised that these two paths hold the key to developing the Social Firm sector from its
current position. Both of these offer a solution to moving severely disadvantaged people
furthest from the labour market into employment:

• Develop new Social Firm business models that can scale to a size where they generate
sufficient revenue to cover both business and incremental costs that are a function of the
social mission.

• Develop stable, ongoing funding sources to subsidise the economic shortfall of current
Social Firms due to the higher support needs of their target group and the scale of the
businesses. By covering 65 – 95% of their total costs with earned income, Social Firms are
among the most efficient employability solution for disadvantaged people.

Learning from Juma Ventures indicates that businesses that have an annual turnover below
$1million (US) will struggle to meet the double bottom line and may require subsidy to meet
their social mission.  There has been no research into the size and scale of social enterprises
in terms of meeting their social mission in the UK.  Social Firms Scotland are reviewing this
issue and recognise that it may have implications for the type, size and scale of businesses that
are acquired for conversion into social enterprises.

Social Firms Scotland in partnership with Social Firms UK is actively calling for a funding stream
that would specifically support the start up, growth and jobs created through the business
model54.

51 Making the Case: The Social Added Value Guide (2005) Communities Scotland . This guide outlines the variety of 
impact measurement tools that exist to help organisations measure their social added value.
52 Schorr, Jim (Summer 2006) Social Enterprise: Moving toward a sustainable model, Stanford Social Innovation Review
53 www.jumaventures.org
54 Position Statement on Welfare Reform, The David Freud Paper & The Social Firm Sector (May 2007) Social Firms 

UK, Social Firms Scotland
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APPENDIX 2
INTERNATIONAL SUPPORTED EMPLOYMENT MODELS

In carrying out the research into business acquisition, it became apparent that key to the
development of Social Firms is the need to have a supported employment programme to
provide the employment support for severely disadvantaged people in the labour market.

Supported Employment (Germany)

With the introduction of a law promoting employment for severely disabled people in 2000
and part IX of the social welfare code on the rehabilitation and participation of disabled
persons in 2001 the German government have developed various initiatives aimed at
improving access to employment for people with disabilities. 

Central to this reform have been the following guiding principles:

• Ensuring a participative approach, based on self-determination and individual responsibility
• Finality whereby the necessary assistance must be offered, even when responsibility for

this assistance is held by a number of different funds and institutions whose eligibility
requirements for the provision of assistance vary,

• Intervention at the earliest possible stage 
• Tailored individual assistance55.

The new law has several components but those specifically related to accessing employment
can be broken down as follows:

• Capital - funding is available and can be used for investment in equipment, adjustments
and so on (similar to the UK’s Access to Work fund)

• Specialist Services for Integration - these services have a focus on pre employment, job
readiness and job retention plus advice and support to companies.

• Special Protection against Dismissal - this commences six months after the start of
employment. The employer is obliged to obtain the approval of the integration office
before giving notice of dismissal to give time to examine all forms of assistance that might
secure continuing employment and to weigh the interests of both parties.

• Wage subsidy - there are various levels of wage subsidy available to the employer
dependent on the level of the individual’s disability, some of which are time limited.

• Consultancy - Advice and support offered to employers

A significant proportion of the funding for this type of approach is raised through a
‘compensatory levy’ which all companies in Germany have to pay if they do not meet their
‘employment obligation’ for the engagement and employment of severely disabled persons.  

Although the new law56 is open to the private sector it appears that it is Social Firms who are
using the law to the most effective. Germany uses the same definition of a Social Firm as the
UK in that at least 25% of the employees must be people with a disability and at least 50%
of their income needs to be generated through sales.  Social Firms draw down support from
the components outlined above and are able to access grants for the following:

• Grants or loans are available for making adjustments to a workplace in order to creating
jobs for people with disabilities. 

• Wage subsidies are available for people with disabilities for the first three years on a
sliding scale.

• Business development consultancy for starting a Social Firm is available.

55 Federal Ministry of Health and Social Security (2003) Rehabilitation and Participation of Disabled Persons (Law 
stated as of 1 May 2003)

56 To find more detailed information on the German System and Social Firms in Germany go to: 
www.bmgs.bund.de/eng/gra/sicherheit/index_3562.cfm 
www.faf-gmbh.de/proconcept/english/adress_links.html www.faf-gmbh.de/eIndex.htm



Employment Integration (Finland)

Finland has recognised that disabled people and the long-term unemployed are threatened
with complete exclusion from the labour market. They have also recognised that Social Firms
are a solution to this issue and with their broader social function should be entitled to
subsidies. “The subsidies are society’s payback for the social responsibility undertaken by a
social enterprise.”57 

To this end the Finnish Government passed the Act of Social Enterprises, which came in to
effect at the beginning of 2004. A national social enterprise support and advice service
network has been established, led by the VATES58 foundation, to advise and support start-up
social enterprises and to provide a focus for networking. The majority of its funding comes
from the Ministry of Labour.

As a result of the Act the rules regarding employment subsidies and combined subsidies have
been altered so that social enterprises can access these on more flexible terms and for longer
time periods than other companies. These subsidies59 are accessed by the employer and
consist of either:

• An employment subsidy is targeted at a range of long-term unemployed, including
people with disabilities. The employment office will decide on the amount of
employment subsidy, which ranges from 430 - 770 Euros per month60, dependent on
the individual’s capabilities. Employment subsidy can be paid for three years at a time
for employing a disabled person. The employment subsidy can also be used to cover the
support costs of an employment support worker or job coach.

• A combination subsidy is available to the long-term unemployed who have been in
receipt of benefits due to unemployment for more than 500 days and are entitled to
labour market subsidy (a bit like the UK’s JSA) at the time of starting employment. This
gets passed on to the employee as a wage. The full subsidy for social enterprises for
employing a long term unemployed person eligible for combined subsidy is about EUR
930 per month for the first year and about EUR 500 per month from the second year.
There is a discretionary possibility of paying about EUR 930 per month for a second year
for employing an unemployed disabled person.  

• A project subsidy is paid to social enterprises when the objective of the enterprise is to
provide employment specifically for those furthest from the labour market. A project
subsidy can be granted to cover up to 50% of the accepted overall initial costs for
setting up a social enterprise and creating jobs within the business for up to three years.
The social enterprise will only be eligible for this subsidy for the estimated duration of
the start-up process.

54

57 Tarja Filitov, Minister of Labour, Introduction to Finland's' first Social Enterprises (2004) Ministry of Labour
58 Finland's Act on Social Enterprises can be found at:

www.mol.fi/tyoministerio/sosiaalinenyritys/actonsocialenterprises.PDF
More information on the VATES Foundations can be found at: www.vates.fi/english/7-4.htm 

59 For more detailed information on Employment and Combined Subsidies go to 
www.enterprisefinland.fi/liston/page.lsp?r=4027&l=en

60 The figures quoted here are at the levels for 2004
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Supported Employment (Australia)

Two federal government departments fund employment support for people with a disability.
Those assessed as requiring significant support are generally supported with funds from the
Department of Family and Community Services and Indigenous Affairs, whilst those people
assessed as needing assistance to access mainstream employment are supported by the
Disability Employment Network (DEN) with funding from the Department of Employment and
Workplace Relations. Depending on the level of support the person is assessed as requiring,
support can include pre-vocational training, job search assistance, on and off site support and
post placement support. Subsidies are also available to the employer when someone with a
disability commences a new job.

The Supported Wage System61 (SWS) is a Government program available in every state and
territory. The person’s productivity rate is determined by comparing the employee with a
disability’s productivity against an equivalent employee without a disability. The person will
receive the percentage of the full wage, e.g. if you are assessed as being 70% productive you
can be paid at 70% of the full award rate by the employer with a potential top up from their
Disability Support Pension (DPS).

The sliding scale of the DPS means that all SWS employees should be financially better off
compared to receiving the DSP alone as well as retaining all of the entitlements linked to the
DSP such as the Health Care Card.  Under the SWS the minimum hours an employee may
work is 8 hours per week and the minimum wage payable is $60 per week regardless of the
assessed capacity.

Funding may be available from the Government for workplace modifications that enable a
person to perform a job. In addition to structural alterations, this can include the purchase or
hire of specific equipment or aids, or a specialist workplace assessment to determine what
might be necessary in the way of physical modifications or equipment. All funding is subject
to an application and approval process.

61 Information on the support and subsidies available can be found at www.jobaccess.gov.au



APPENDIX 3
FURTHER RESOURCES

For general advice on buying a business:

Business Gateway 
www.bgateway.com

For detailed guidance on buying a business:

Business Link
www.businesslink.gov.uk 

For specialist Social Firm development advice:

Social Firms Scotland
www.socialfirms.org.uk 

Social Firms UK
www.socialfirms.co.uk 

For specialist advice and support in social enterprise development:

Community Enterprise in Strathclyde (CEiS)
www.ceis.org.uk

Forth Sector Development 
www.forthsector.org.uk

For information about social enterprise:

Commmunity Recycling Network Scotland
www.crns.org.uk 

Development Trusts Association Scotland
www.dtascot.org.uk 

First Port 
www.firstport.org.uk

HISEZ CIC
www.hisez.co.uk

Scottish Social Enterprise Coalition
www.ssec.org.uk

Senscot
www.senscot.net

For information on the EQUAL Development Partnership:

Social Economy Scotland, EQUAL Team
www.socialeconomyscotland.info

56
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in business for good

www.socialfirms.org.uk

Social Firms create work in commercial

businesses for people who are severely

disadvantaged in the labour market.

For more information on Social Firms and

how to join us please go to our website or

get in touch by email sfs@socialfirms.org.uk

or call us on 0131 225 4178.

designed by social enterprise - foyer graphics
www.foyergraphics.com  Tel: 01224 562865


