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Welcome to lecture 3 of Topic 1.9.  In this lecture we are going to look at the 
development of social enterprises.



The Social Enterprise Strategy for Wales (Welsh Assembly Government, 
2005, p. 7) distinguishes between the following three stages a community 
organisation goes through in its journey to becoming a social enterprise:
‘Non-trading social enterprises - organisations that have the potential and 
desire to produce income through trading but are likely to require significant 
capacity building;
Emerging social enterprises - organisations that are making the transition to 
an enterprise orientation, through some trading activity, and social enterprise 
start-ups.  The majority of income may come from grants and donations but 
the enterprise has the potential to become self-sustaining in the longer term;
Social enterprises – existing organisations with the majority or all of their 
income from trading activity and sales.’

2



Social Enterprise London (ECOTEC Research and Consulting Limited, 2003, 
p. 26) distinguishes between emerging and established social enterprises.

They consider Established Social Enterprises to be those which have 51% or 
more of their income from trading, and they consider Emerging Social 
Enterprises to be those which have an income from trading of less that 51%
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According to the Social Enterprise Coalition (2003, p. 8) social enterprises are 
not defined by their legal structure.  The Social Enterprise Coalition (2003, p. 
7) notes that ‘whilst some commentators like to use the term ‘nonprofit’ when 
referring to social enterprises, this is misleading’.
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A 2005 research study, comparing social enterprise development between 
countries, notes the lack of a legal framework for social enterprises in 
Australia (Intercontinental Network for the Promotion of the Social Solidarity 
Economy, 2005):

‘Unfortunately, practitioners and policy makers have few local sources of 
knowledge to guide them in their work.  There has been little research on non-
profit organizations from a social enterprise perspective (p. 8).’…‘In an 
environment without a specific legal framework for social enterprises, existing 
institutional forms must be used where they are most appropriate to the given 
enterprise.  Most social enterprises are registered as either a company limited 
by guarantee or an incorporated association.  Co-operatives are prominent in 
indigenous, housing and children’s services (pp. 9-10).’
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In 2005, the United Kingdom Government introduced a new form of limited 
liability company: the Community Interest Company, specifically for social 
enterprises. 

As shown in the table, the number of Community Interest Companies have 
been continually increasing.  As at March 2017 there were 13,055 Community 
Interest Companies in the United Kingdom.

Similarly in June 2016, Nova Scotia Canada introduced legislation and 
regulations so that social enterprises could apply to be designated a 
community interest company.
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The defining features of a Community Interest Company include (Department 
of Trade and Industry, 2004):
•They have to pass a community interest test in order to be registered.  The 
test is whether a reasonable person would consider their activities to benefit 
the community
•They are restricted from distributing profits and assets to their members
•They have the option of raising investment capital by issuing shares to 
investors and paying a capped dividend
•They need to produce an annual community interest report detailing what 
they have done during the year to pursue their community interest and involve 
their stakeholders in their activities
•A Community Interest Company regulator is responsible for ensuring that 
Community Interest Companies comply with their legal requirements
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Benefit corporations were launched in the United States in 2010 (Bice, 2013).  

There are two main types of benefit corporations: 

•legal benefit corporations that generate both shareholder and social benefit, 
and 

•not legally binding Certified B Corporations that are certified by the not-for-
profit B Lab which is based in the United States (Bice, 2013).  

In 2011, five states in the United States enacted benefit corporations statutes, 
by March 2013 benefit corporations were authorised in twelve states and the 
District of Columbia (Esposito p. 649) and by the beginning of 2018 thirty four 
states had authorised benefit corporations and four states were working on 
authorisation (Benefitcorp.net).  
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The requirements to become a certified B Corp include
The have to undertake the B Impact Assessment and score over 80.  The 
assessment looks at the company’s governance, transparency, environmental 
and social impact. 
And they need to sign a term sheet that declares that they will consider all 
stakeholders.
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If we look at the growth of certified B Corps.

July 2013 – there were 782 Certified B Corporations operating in 27 
Countries, with 12 being Australian firms

August 2014 – there were 1,063 Certified B Corporations operating in 34 
Countries, with 26 of these Certified B Corporations being Australian firms 

January 2016 – there were 1,577 Certified B Corporations operating in 42 
Countries, with 76 of these Certified B Corporations being Australian firms 

And February 2018 – there were 2,413 Certified B Corporations operating in 
50+ Countries, with 194 of these being Australian firms
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