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Welcome to lecture 2 of Topic 1.9.  In this lecture we are going to explore 
what are social enterprises.



In the previous lecture we noted that the Welfare Reform Reference Group 
(2000, p. 50) was interested in the development of social enterprises:
The Welfare Reform Final Report stated:
‘In Australia, as elsewhere, deliberate strategies are required to foster the 
development of social enterprises and the social entrepreneurs who drive 
them’
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These are some definitions of the term social enterprise from the United 

Kingdom.

Social Enterprise London defines social enterprises as:

‘Organisations that use trading activities to achieve their goals and financial 

self-sufficiency.  They are businesses that combine the entrepreneurial skills 

of the private sector with a strong social mission that is characteristic of the 

social economy as a whole.’

The United Kingdom’s Department of Trade and Industry defines social 

enterprises as:

‘A business with primarily social objectives whose surpluses are principally 

reinvested for that purpose in the business or in the community, rather than 

being driven by the need to maximise profit for shareholders and owners.’
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The most commonly used Australian definitiion is from the Finding Australia's 
Social Enterprise Sector: Final Report which defines social enterprises as:
‘organisations that:
Are led by an economic, social, cultural, or environmental mission consistent 
with a public or community benefit;
Trade to fulfil their mission;
Derive a substantial portion of their income from trade; and
Reinvest the majority of their profit/surplus in the fulfilment of their mission.’

That report estimates that there are up to 20,000 social enterprises in 
Australia (Barraket et. al., 2010, p. 4).
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In the United Kingdom social enterprises are considered to share the following 
characteristics (Social Enterprise Coalition, 2003, p. 7):
‘Enterprise orientation - they are directly involved in producing goods or 
providing services to a market.
Social aims - they have explicit social aims such as job creation, training or 
the provision of local services.  Their ethical values may include a 
commitment to building skills in local communities.  Their profits are principally 
reinvested to achieve their social objectives.  Increasingly social enterprises 
measure their social impact.
Many social enterprises are also characterised by their social ownership.  
They are autonomous organisations whose governance and ownership 
structures are normally based on participation by stakeholder groups (eg 
employees, users, clients, local community groups and social investors) or by 
trustees or directors who control the enterprise on behalf of a wider group of 
stakeholders.  They are accountable to their stakeholders and the wider 
community for their social, environmental and economic impact.  Profits can 
be distributed as profit sharing to stakeholders or used for the benefit of the 
community.’
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There are a range of forms social enterprises can adopt (Social Enterprise 
London, 2001, p. 6), including:
Cooperatives
Social Firms
Employee Owned Businesses
Development Trusts
Intermediate Labour Market Companies
Social Businesses, and
Community Businesses 
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Whilst the term social enterprise is relatively new, the phenomenon of social 
enterprise is not new.  Australia has a long history of co-operative enterprise 
development dating back to the 1870’s (Intercontinental Network for the 
Promotion of the Social Solidarity Economy, 2005, p. 9).

Cooperatives are organisations that are managed by and for their members, 
who come together to provide a shared service from which they all benefit.  
They are democratically controlled enterprises that are based on the 
cooperative principles.  Cooperatives exist in many sectors.  Examples of co-
operatives include housing co-operatives, worker co-operatives and food co-
operatives.  
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Social Firms are businesses created to provide employment and training for 
people who are disadvantaged in the labour market.  They predominantly 
focus on providing people that have a disability with employment opportunities 
that are supportive and sustainable.
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Employee Owned Businesses are businesses that are owned and 
democratically controlled by the people who work in the business.
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Development Trusts are defined by the Development Trusts Association (n.d.) 
as:

‘organisations which are engaged in the economic, environmental and social 
regeneration of a defined area or community’

Development Trusts are community owned, non-profit organisations, which 
are actively involved in partnerships between the government, business and 
community sectors.

10



Intermediate Labour Market Companies provide paid work, skills training, 
personal development and active job seeking for long-term unemployed 
people in disadvantaged communities.  The employment is provided by 
creating work placements in existing organisations and by operating social 
enterprises that employ the Intermediate Labour Market employees.
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Social Businesses are operated as the trading arm of non-profit organisations.  
Examples include cafeterias in hospitals, book stores in museums and Thrift 
Shops.
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Community Businesses are social enterprises which have a strong 
geographical focus.  They are trading organisations that are established, 
owned and controlled by the local community and which aim to create 
ultimately self-supporting jobs for local people, provide a service to the local 
community and be a focus for local development.  Community businesses are 
also commonly called community enterprises and community ventures.
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The 2010 Finding Australia’s Social Enterprises study found similar types of 
social enterprises as the forms we have discussed.

For the study, they conducted 3 workshops and had two meetings to discuss 
the definition of social enterprise.  The report states that the:
“Participants included those with expertise in cooperatives, intermediate 
labour market enterprises, social firms, social businesses, employee buyouts, 
enterprising community initiatives, but 
they also found emerging forms of social entrepreneurship that are explicitly 
concerned with social innovation.

The report also states that:

“Some commentators have moved away from the term ‘social enterprise’ 
toward ‘social innovation’ in order to focus on the processes, rather than 
organisational forms (enterprises) and individuals (entrepreneurs), through 
which social purpose is fulfilled.”
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Social innovation is broadly defined as ‘new ideas that work in meeting social 
goals’

A narrower definition of social innovation is:

‘innovative activities and services that are motivated by the goal of meeting a 
social need and that are predominantly developed and diffused through 
organisations whose primary purposes are social.’
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