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ABSTRACT

Thisarticleexamineshowpublicpolicyisshapingandbolsteringsmallsocialenterprisesustainability
intheUKregions.Asgovernmentinterestsinsocialenterpriseactivitiesandcontributiontopublic
servicesdeliverygrows,theneedtoprovideregionalqualitativedatathatinformspolicymakersofthe
challengesandsustainabilityneedsoftheseorganisationsisparamount.Semi-structuredinterviews
wereconductedwith26ChiefExecutiveOfficers (CEOs)andmanagers in threeUKregions to
ascertainhowpolicyframeworkposeschallengesand/orboostssmallthird-sectorsocialenterprise
sustainability.Theresearchfindingssuggeststrategiestoimprovesustainabilitywillincludechanges
inpublicpolicytohelptheseorganisationstodevelopandsustainappropriateeffectiveservices.The
researchcontributestoempiricalresearchinvestigatingtheinsinuationofregionalfundingvariations
onsmallsocialenterprisedevelopmentandsustainability.
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INTRodUCTIoN

Thedevelopmentofsocialenterprisefollowsseveraldecadesofrecognitionbygovernmentsofthe
roleofthethirdsectorsocialenterprise(BorzagaandDefourny,2001;Dees,1998).2004)however,
arguesthatCanadiansocialenterprisescanbetracedbackatleast12,000yearsascommunitiesstrive
tocopewiththeeffectsofhunger,diseaseandwar.Communitiesneededtobeasself-sufficientas
possibleinfoodsupplyandprovisions.Theissueswhichsocialenterprisesseektoaddressareoften
environmental, health, education and social problems, which are also frequently the very issues
whichthestatewantstobeaddressed.Fromasocialandeconomicperspective,thevalueaddedof
socialenterprisesstemsfromtheirengagementwiththeproductionofgoodsandservices,thesocial
integrationandreturn-to-workactivities.Theyarecontributingtosocialcohesion,totheaccumulation
ofsocialcapital,andtosustainabledevelopmentatthelocal,nationalandinternationallevels(Borzaga,
GaleraandNogales,2008;Aiken,2007).Furthermore,empowercitizenseconomically,sociallyand
culturallyasanon-goingprocess,requiringhumanandfinancialresourcesandanenablingpublic
policyenvironmentthatcallsforpolicyinnovation.Throughtheseactivities,socialenterprisesare
contributing toa framework for sustainablewellbeing (BorzagaandTortia,2007;Galera,2008;
Powell,2007;Laville,LévesqueandMendell,2005)ofdisadvantagedmembersofourcommunity.

Severalauthorssuggestthatsocialenterprisesarepartofa“welfaremix”inwhichboththestate
andcitizenscollaborateandco-designofnewformsofsocialserviceprovision(AscoliandRanci,
2002;EversandLaville,2004;PestoffandBrandsen,2006).Sincethe1960sto1970sAmericanand
Europeanthirdsectororganisationshavebeendevelopingsocialenterprisestosupportdisadvantaged
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populations.Socialenterprisetranscendstraditionalthirdsectorsandappliesasequallytohealth,
environment,educationandsocialwelfareasitdoestoeconomicdevelopmentorjobcreationactivities.

IntheUnitedStates,theemergenceofsocialenterpriseasasector,however,beganduringthe
1970s.Thehighoilpricesof1973ledtoaprolongedeconomicdownturnintheUS,whichconsequently
ledtocutsingovernmentfundingfornon-profitorganisationsbytheReaganadministration.The
magnitudeofthecutsinsocialwelfarespendingwastotheorderof$38billionovertheperiodfrom
the1970s-1980s.Governmentcutsandincreasingcompetitionforfundsduetothegrowingnumber
ofsocialneedspromptednon-profitorganisationstoshifttowardcommercialincomegeneration.
AccordingtovariousscholarssuchasCrimmins&Keil(1983)andEikenberryandKluver(2004),
thesectorsawcommercialrevenueasameansofreplacinggovernmentfunding.Thisthuspaved
thewayfortheemergenceofsocialenterpriseasawidelyacceptedtooltowardaddressingsocial
problemsduetoanecessityresultingoutofthewithdrawnroleofthestate.

ThedevelopmentofsocialenterpriseinEuropewasdrivenbyprivateinitiative,citizens,young
professionals,andtradeunions,familiesofdisabledpersons,usinginnovativepracticesinaddressing
socialandenvironmentalneeds.Recognisingthatmostsocialenterprises,atleastattheirinception,are
smallormedium-sizedenterprises(“SMEs”),theEuropeanCommissionspurthecreationofsocial
enterprisesaspartofitseffortstodeveloptheSMEsectorasawhole.TheCommissionrecommends
thattheEuropeanUnionmember-statesimplementpoliciesthatincentivizecitizenstocreateSMEs
inhopesofclosingtheproductivitygapbetweentheEuropeanUnion.TheCommissionsuggeststhat
thecreationofSMEsleadstoincreasedeconomicdiversity,whichinturnpromotesgreatereconomic
growthpotential.TheCommissionsuggeststhatmemberstatesprovidebusinesssupporttosocial
enterprisesandcreatepoliciesthatallowfortheeasycreationofbusinesses.TheUnitedKingdom
havefollowedtheserecommendationsandenactedlegislationintendedtoencouragethegrowthof
socialenterprisewithinthesecountries.

AsaresultofsocialenterprisedevelopmentintheUK,incontrastwiththeUSemergednotfrom
awithdrawalofthestaterole,butrather,anactiveeffortbythestatetopushsocialenterpriseasan
approachtowardsolvingitsmassiveeconomicandsocialproblems.However,thereclearlyexistsan
imbalanceinpowerrelationsbetweenthestateandthirdsectorsocialenterprises–thestateoften
holdsthepursestrings.Therefore,forthirdsectorsocialenterpriseorganisationstodevelop,thestate
hastobewillingtosupportandaccommodatetheirdevelopmentandsustainability.

TheconceptofsustainabilityfirstcametopublicdebateinWeJackson’sworkinthe1920sand
LesterBrown’sBuildingaSustainableSociety(1980)andtheWorldConservationStrategy(Allen,
1980).The“publicationofthe“ReportoftheWorldCommissiononEnvironmentandDevelopment:
OurCommonFuture”(WCED,1987),famouslyknownasBrundtlandReport,markedahistoric
momentinpopularizingtheconceptofsustainabilityandunderlinedtheurgentneedtointegrate
sustainabilityintobusinesses.”(p.4)

Theoretical perspectives on the process of sustainability in social enterprise and non-profit
enterprisesrangefromasimpleconceptualisationinwhichsustainabilityisreferredtoasensuring
theexistenceoftheorganisationwhilemaintainingitsservices,toadeepernotionthatsustainability
is‘awayoflife’(Okorley,&Nkrumah,2012).Inrecentyearsorganizationalsustainabilityhasbeen
debatedasanimportantissuefororganizationalstrategicmanagement,humanresourcemanagement,
riskmanagement,valuecreation,andlong-termbusinessplanning(Gauthieretal.,2016,Lyakhovet
al.,2016;DiSanMartino,2017;Gurtuetal.,2017;Garcíaetal.,2018,Wojtkowiak,2018).

Therearesimilaritiesbetweentheinterpretationofsustainabilityandtheraisond’êtreofsocial
enterprises,suchasapplyingbusinessacumenfortheachievementofprimarilysocialobjectives.
Severalauthorsinthefield(Shariretal.2009;Okorley,&Nkrumah,2012;Jenner,2016)suggest
thatorganisationalresourcing,collaborativenetworks,legitimacyandorganisationalcapabilitiesare
keydriversofsocialenterprisesurvivingandachievingsustainability.Organizational resourcing
referstomonetary,humancapital,skillsandcompetenciesthatanorganisationneedstoefficiently
andsuccessfully run theorganisation.Thedevelopmentofessential skillsneeded inpartnership
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building,humandevelopmentandresourceallocation,allofwhichleadtoorganisationalsustainability.
Collaborativenetworks arewhereorganisations collaborate to share resources, such asdata and
servicedelivery.Thiscould improveorganisationalcapability, innovationstrategic thinking,and
flexibilitytorespondtochanging,emergingormorecomplexclientneeds.Legitimacyrepresentsan
organisation’sactionsthataredesirable,proper,orappropriatewithinaconstructedsystemofnorms,
values,beliefsthatitoperates(Dart,2004).Upholdingoforganisationallegitimacyfrompolitical
andsocialstandpointsisviewedasrudimentaryaswellasthefoundationuponwhichsustainability
isachieved.Organisationalcapabilitiesareanorganisation’sabilitytomanageresources,suchas
employees,process,andtechnologytoeffectivelygainanadvantageovercompetitors.Developing
andcultivatingorganisationalcapabilitiescanhelpsmalltheirsectorsocialenterprisestosurvivein
ahighlycompetitiveenvironmentbyfocusingontheareaswheretheycanexcel.Thesefactorsare
important,buttheliteraturealsosuggeststhereisalsotheimpactofpublicpolicy(Maher,2018a,
2019).Thus,thepresentresearchfocusesonexamininghowpublicpolicyframeworkimpactson
smallthirdsectorsocialenterprises’survivalandsustainabilityinUKregions.

Public Policy Framework
SeveralUKpublicpoliciessincethe1990s,hasledtoincreasedgovernmentregulationofthethird
sectorandhasinfluencedthedevelopmentofthethirdsectorsocialenterpriseorganisationsindifferent
regionsoftheUK(Cameron,&Hudson,2002;Alcock,2010;Cunningham,2010;BuckinghamPinch,
&Sunley,2010).Oneoftheconsequencesofdiscussionsaboutregionalvariationsraisesthequestion
ofthesustainabilityoftheseorganisations.Thegovernmentpolicyframeworkrecognisesthethird
sectororganisationsforitsabilitytoengagewithgrassrootscommunitiesandtodevelopneeds-led
servicesthatarenotprovidedbypublicsectorservices(Halfpenny&Reid,2002;Buckingham,2009;
Alcock&Kendall,2011;Cooper,Purcell,&Jackson,2014).Therealisationbythestatethatthird
sectororganisationsareincreasinglyprovidingcommunityneedsledhealth,educationandwelfare
services;resultedintheUKgovernmentsdevelopingpolicyframeworkbasedoncommissioning
servicesfromthirdsectorsocialenterpriseorganisations(Alcock&Kendall,2011;Dickinsonet
al.,2012).Mostthirdsectorsocialenterpriseorganisationshaveamixtureofincomefromthestate
andfundingfrom,sponsorships,trustsfundingororganisations’internallygeneratedincome(for
example,partrentingoftheirpremisestootherorganisations,membershipsubscriptions(Aiken,
2006;Teasdale,2010).

The Conservative Government from 1979 to 1997 made explicit recommendations that the
sectororganisationsshouldtakeagreaterroleindeliveringpublicserviceswhichledtoasignificant
increaseingovernmentfundingtothesectorformanyyears(FundingCommission,2010;TheKings
Fund,2011;Maher,2015a).TheGovernmentencouragedthesectororganisationstobidforpublic
servicescontractstodeliverhealthandwelfareservices(Lewis,1999;Bainesetal.,2011;Maher
2019;Watson&Roberts,2019).Thisresultedinthereductionofgrantfundingtoorganisationsin
thesectorandtotheintroductionoftheuseofformalcontractstogovernfundingflowstothesector
organisationsandhasledtoincreasedgovernmentregulationofthesectororganisationsthroughstrict,
measurableandbindingperformancetargetssetforcontractsawarded(Plummer,2009;Smerdon&
Deakin,2010;Mold&Berridge,2010).Whilsttheuseofformalcontractstogovernfundingtothe
sectoraimstopromoteaccountabilityandreducerisk,italsofocusesservicedeliveryoutcomesfor
serviceuserswithlittleornoconsiderationfordevelopingorganisationallong-terminfrastructure
andstaffdevelopmentstrategies(Bainesetal.,2011;Lee&Wilkins,2011;Maher,2018b).

TheLabourGovernmentfrom1997to2010encouragedpartnershipstoformbetweenthesector
andgovernmentinordertoframepolicyanddeliverservices(Bennett,2008;Harris2010;Mold,
2012).In1998LabourgovernmentpoliciessuchasCompact(CabinetOffice,2010;Alcock,2010;
Dickinsonetal.,2012) influencedby theDeakin report (1996), suggested that the stateand the
sectorwoulddevelopacloserrelationshipguidedby‘Compact’.TheCompactdocumentsetsouta
frameworkagreementthatoutlinesasharedvision,valuesandcommitmentbyboththegovernment
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andthirdsectororganisationstoworkinpartnership;andtobuildapositiverelationshipbetweenthe
governmentandthesectorinthedevelopmentanddeliveryofpublicservicesbyacommissioning
process(HomeOffice,1998;Zimmeck,1989;Bainesetal.,2011;Maher,2018b).Thepartnership
culturebetweenthegovernmentandthesectorwasdesignedtoreplacethe‘contractculture’.Under
thenewcontactingprocess,thesectororganisationshadtoacceptcompetitivetenderingprocesses
anddealwiththepressureofbalancingtheneedsofservicerecipients,demandsofthefunders(Mold
&Berridge,2010;Mold,2012).Thepartnershipculturebetweenthegovernmentandthesectorwas
designedtoreplacethe‘contractculture’:

‘NewLabour’sinsistenceonmodernisationwasintendedtopromotemorebottomupchange
viapartnerships than thesimple topdownderegulationassociatedwithcontacting-outunder the
Conservatives…’(Lewis,2005p.122).

Asaresultofanincreasingnumberofthirdsectororganisationsengagedincommissioningand
contractingwiththegovernmentforthefirsttime.Thisleddirectlytonewandincreasedstatefunding;
thesectororganisationshadtoacceptgreaterscrutinyof theiractivitiesalongwith thedemands
offunders todeliverserviceswhich theyregardedas‘valueformoney’.Organisationsreceiving
fundingfromthegovernmenttodeliverservicesmustdemonstrateoutcomemeasuresbasedonthe
cost-effectivenessoftheirserviceprovisionandhaveaclearstrategyformaximisingincomefrom
othersourcesinordertoreducetheneedforstatefundinginthelong-term(Munoz,2009;Baineset
al.,2011;Mills,2012).Hence,thesectororganisationsthatseektosustainthemselvesinthelonger
termmustberesponsivetothegovernmentdemandsandpriorities,overwhichtheyhavelittlecontrol
(ChewandOsborne,2009;SmerdonandDeakin,2010;Maher,2017a).

Thegovernmentintroducedfurthercommissioninginitiativesin1999,theSocialExclusionUnit
wasestablishedwithintheCabinetOfficetoimproveaccesstofinancethroughtheCommissioning
Development Finance Institutions (CDFI) with an agenda to increase community investment in
geographicaldepriveregions.In2000,theGovernmentestablishedaSocialInvestmentTaskForce
toexplorehowthethirdsector,theprivatesectorandthestatecouldworktogether(SIFF,2010).The
SocialInvestmentTaskForcesetupthePhoenixFundin2000,toprovidestart-upfundingforsocial
enterprisesindisadvantagedregions.In2002theDepartmentforTradeandIndustry(DTI)produced
theSocialEnterpriseManifestoin2002entitled“SocialEnterprise:Astrategyforsuccess”.This
cross-departmentalpolicysetoutathree-yearstrategytopromotesocialenterpriseactivitiesandserved
asapolicyframeworkfortheUK(DTI,2002).TheDTI(2002,p.7)describedsocialenterprisesas:

…businesses 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 the shareholders or owners. 

ThispolicydocumentreflectedthechanginggovernmentstrategyoftheUKLabourgovernment
suggesting the development of a ‘business model’ of social enterprise that will enable these
organisationstobecomeinvolvedincommercialactivities,eitherdirectlyorthrough‘tradingarms’
(forexample,internetorcommunitycafes)tosupporttheirsocialandenvironmentalaims(Smallbone
&Lyon,2005;Aiken,2006;Teasdale,2010;Maher,2017b).Thegovernmentbelievesthatbythese
organisationsadoptingasocialenterprise‘businessmodel’,thisallowssocialenterpriseorganisations
tobemoresustainableandfinanciallyindependent.

Between1997and2010theLabourGovernment’sexpansionofthethirdsectorsocialenterprise
policy agenda opened new development funding streams for the third sector social enterprise
organisations tobuildcapacityand todevelopnewservices that enable them to sustaina social
enterprise business model. In 2002, the government funded the Adventure Capital Fund (ACF)
tohelpdevelopthecapacityandactivitiesofthesocialenterprise.Otherfundingstreamsthatthe
sectororganisationsbenefitedfrominclude:FutureBuilders(2004-2006)CapacityBuildersFunds
(2006-2011)andAdventureCapitalFund(2008-2011).TheSocialEnterpriseInvestmentFund
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(SEIF)providedtosupportsocialenterpriseorganisationsworkingwithdisadvantagedgroupsand
communitiesbroughtstructuralimprovementsandbusinesssupportthatenabledsocialenterprises
toexpand(DepartmentofHealth,2010).

TheUKConservative-ledcoalitiongovernment(2010–2015),hasshownsomecommitment
tothesectorbycontinuingtheSocialEnterpriseInvestmentFund,theSocialImpactBondandthe
BigSocietyProgramme.Thecoalitiongovernmentpublished:Buildingastrongercivilsociety:a
strategyforvoluntaryandcommunitygroups,charitiesandsocialenterprises.Thisstrategysetsout
thegovernment’splansforsocialenterprisestobeinvolvedinthedeliveryofhealthservices,social
care,criminaljusticeandsupportingunemployedpeopleintowork.Theseplansaresetclearlywithin
thecontextofthegovernment’sprogrammetoreducethenationaldebt.Inthisstrategy,theroleof
socialenterpriseisseenasapossiblewaytodeliverpublicservicesmorecheaply.Also,theCoalition
Government’spolicytomovetowardsachievingeconomiesofscalebycommissioningfewerand
largercontractshavehadasignificanteffectonsmallthirdsectorenterprises(AlcockandKendall,
2011;TheKing’sFund,2011;Slocock,2012).Itmakesitharderforthesesmallenterprisestocompete
againstlargerthirdsectororganisationsandprivatesectororganisationsforcontractsduetotheir
limitedorganisationalinfrastructureandinabilitytoinvestinnewprojects(Bainesetal.,2009;The
King’sFund,2011,Maher,2018).In2018theConservativeGovernmentpledgedtoworkalongside
andtosupportsocialenterprisestobeabletoemploystrongdigitalskillstodeliversocialgood.
UndertheGovernment2018to2023strategy:AccessFoundationiscommitting£40milliontohelp
thirdsectororganisationsandsocialenterprisestodevelopenterprisemodelswhichhelpincrease
theirearnedincomeandtherebybuildresilienceandsustainability.Whilstmanysmallthirdsector
socialenterprisesrelyonacombinationofpublicservicescontractandtradingincome,ultimately,
ifanorganisationisnotfinanciallysustainable,itcannotdeliveritssocialandenvironmentalimpact.

Methodology
Theresearchwasundertakenonasampleof26UKsocialenterprisemanagersandCEO’s(Chief
ExecutiveOfficers)inthreeUKregions(TheEastMidlands,TheSouthEast(includingLondon)
andYorkshireandHumber).Thequalitativedatawasobtainedviasemi-structuredinterviews,an
approachthatdrawsoutparticipants’experiences,viewsandperceptionsinrelationtofactorsthat
helpsorhinderssmallthirdsectorsocialenterprisesachievingsustainability.EachInterviewlasted
anaverageof62minutes.Theparticipantstendedtogivepersonalexperiencesofhowpublicpolicy
hasinfluencedtheactivitiesoftheorganisation.Whentheydidnotgiveexamples,theauthorasked
themtothinkofarecentactionoreventstojustifytheirstatements.Theauthormadeeveryeffort
totestthereliabilityofevidencefromparticipant’sinterviewresponsesbyseekingcorroborative
information from other sources such as documented organisational evidence (such as funding
contractspecificationsandannualreportandaccounts).Usingmultiplesourcesofevidence(aswas
employedinthisresearch)enablestheauthortoplacemoreconfidenceinthechainofeventsinthe
researchfindingsandincreasesthevalidityofthefindingsasthestrengthsofonesourceofevidence
compensateforthelimitationsoftheotherevidencesource(Miles&Huberman,1994;Yin,2009,
Silverman,2013).

Inanefforttominimiseinaccuraciesintheinterviewdata,theinterviewsweredigitallyrecorded
(withtheparticipant’spermission)andtranscribedverbatimwithoutanyattempttocorrectgrammar
butomitted‘ums’and‘errs’.Theusesofacronymsbyparticipantswerewritteninfullof[…]to
demonstratewhentheresearcherhasdoneso.Participantsweregiventheopportunitytoindicate
anyadditionalinformationthattheyconsideredrelevanttotheresearch.

Non-verbalcommunicationthatcouldnotbecapturedonthedigitalrecordingssuchas,body
languageandgestureswererecordedinfieldnotes.AccordingtoPatton(1990);Miles&Huberman
(1994),fieldnotesareanon-going,crucialpartofcollectingresearchdata.Inthisresearch,theytook
theformofself-remindersaboutspecificeventsduringtheinterviews(suchasparticipantsnodding
or laughing)andnotesaboutpersonal reflectionsaswellas reactionsarising fromandcaptured
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duringtheinterviews.Theyconstitutedawrittenrecordofthedevelopmentoftheinterviewsand
ideaswhichtheresearcherfelttobeusefulinsubsequentinterviews.Thefieldnotesdatainclude
abriefdescriptionofthephysicalsettingwhereeachinterviewtookplace,nonverbalcuessuchas
postures,facialexpressions,gestures,feelingsandanytypeofbehaviouroractionsthatmighthave
affectedtheinterview.Theauthoralsonotedanyareasthatneededclarificationslaterduringthe
intervieworcross-checkingwithotherparticipants(Maher,2009;Sachdeva,2009;Silverman,2013).
Thefieldnoteswerealsoausefulwayofreflectingoneachinterviewandonthepresentmeaning
andsignificanceofthediscussions.

Ethicalconsiderationsinbusinessenterprisemanagementresearchareparamountinordertoavoid
anyrisktothephysical,psychological,healthandsocialwell-beingoftheparticipants(Broom,2006;
Bobbie,2007;Saunders,Lewis&Thornhill(2011).Asignedinformedconsentformwasobtained
fromeachparticipantstatingtheirwillingnesstoparticipateintheresearch.Eachparticipantwas
informedthattheyhadtheoptiontowithdrawatanytimefromtheresearch(Bobbie,2007;Flick,
2007;Saundersetal.,2011).

Tomaintainanonymityparticipantsareidentifiedbyanalphabetletter.Thiswastoensurethat
readerscouldnotidentifytheviewsofspecificindividuals.Also,ensuringthatparticipantsdidnot
restricttheirdisclosurewasanimportantconsiderationfortheresearchandinvolvedtheassurance
ofconfidentiality(Bryman,2008;Blake,2010;Silverman2013).

Computer-assistedqualitativedataanalysissoftware(CAQDAS)packageNVivowasemployed
tofacilitatethedatacodingandclusteringofthemes(Bryman&Bell,2015).Thishelpedtoimprove
therigourofthedataanalysisprocessbyvalidatingtheresearcher’sownimpressionsofthedata.
Itprovidedadisciplinedstructuretosearchandanalysedata.Theinformationverificationprocess
employedduringthedatacollectioncanberegardedascontributingtothemethodologicalrigour
oftheresearch.

Findings
Theresearchfoundregionalvariationsofhowpublicpoliciesinfluenceorganisationalsustainability.
Overall, thepicture appears tobe considerablevolatilityona regionby regionbasiswith some
organisationsreportingbenefitingfromchangesinfundingprocessesandothersreportingfacing
short-termfundingregimedifficulties.Twostudyparticipantsreported:

“Inthepastwehavehadthreeyearscontracts.Nowadaysitiscommontohavecontractsforsixor
ninemonths...thecommissioninglandscapeisfairlyunstable”(ParticipantA:EastMidlandsRegion).

“Wehaveonlyhadyearlyfunding.Thereis talkatLocalAuthority,Health,Well-beingand
PHE[PublicHealthEngland]levelofmovingourcontractstoathreeyearlyfundingcontract…
whenthathappensitwillhelpustoplanfuturedevelopments.Atpresentthingsareverydifficult…
weareinnegotiationswithcommissioners,butwetoldtoprepareforcuts(ParticipantJ:Yorkshire
andHumberRegion).

Theevidencesuggeststhattheshort-termnatureofthegovernmentfundingavailabletosmall
thirdsectorsocialenterpriseorganisationsmakesitdifficultfortheseorganisationstomakedecisions
inadvanceabout servicesdevelopmentand toputacontingencyplan inoperation tohelp them
surviveinthedifficultmonthsandyearsahead.Unnecessaryre-tenderingofcontactsonayearly
cycleisexpensiveintermsofresourcesandcanleadtomajordisruptionoffrontlineservicesfor
servicesusers.Incaseswhereservicesprovidedarerunningwellwithgoodoutcomes,commissioners
shouldconsiderlonger-termcontractsinlinewithcontractarrangementstheyhavewithpublicsector
organisations.Itisvitalthatthesectors’contractsarrangementsareimprovedinlinewiththetheory
outlinedintheTreasury’sGuidancetoFunders’documentof2006.Thiswillallowservicestobe
commissionedonalonger-termcycle.

Severalparticipantswerevocalabouthowpublicpolicyonthe tenderingprocess isdirectly
affectingthesmallthirdsectorsocialenterprises.Forinstance,participantGreported:
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The big recent development has been around the competitive tendering commissioning. There is more 
and more competitive tendering with a short time turn around. This disadvantages us, as we don’t 
have the infrastructure to develop a credible bid in a very short time frame. For an organisation of our 
size, the only realistic way of doing that is by going in as a subcontractor with a larger organisation. 
Small providers like us are pretty much forced into partnerships to enable us to successfully win 
contracts (Participant G: Yorkshire and Humber Region).

ThiswasechoedbyparticipantK:

The re-commissioning went out to competitive tender. The commissioners asked for tender to come 
from consortia and we went in as part of a consortium. If we are successful, it will be all change; we 
will be funded by the lead organisation. This is a challenge for small organisations that don’t have 
an infrastructure in place for competitive tendering (Participant K: Yorkshire and Humber Region).

Thetenderingprocesshasenabledlargeorganisationstoturnaroundbidsinaveryshorttime
scale.Thisdisadvantagessmallerorganisationsthatareoftengoodatdeliveringservicesbutdonot
havetheinfrastructuretodevelopatenderdocumentinaveryshorttimeframe.Thiswasfoundto
bechallengingforsmallsocialenterprisesandhascreatedconsiderablefinancialuncertaintywhich
islimitingtheirabilitytodevelopservices(TheKingsFund,2011,Maher,2019).Asaresultofthe
growingcompetition,smallsocialenterprisesareregularlyforcedoutfromthemaincontractorto
sub-contractor.

Mostofthestudyparticipantsreportedthattheyhavetoworkwithotherorganisationstocreate
efficienciesand reduce theircontractmanagementcosts,often replacinganumberof individual
services contracts with a single arrangement that could include sub-contracting arrangements
withotherproviders.The increasingcompetitive environment, inwhich small social enterprises
find themselves,hasmade itmoredifficult, complexand restrictiveprocesses that favour larger
organisations.Someparticipantsacknowledgedtheneedtomaketheeconomiesofscalebutwarned
thatoneoftheconsequencescouldbeareductioninserviceproviders’diversity.Smallorganisations
werefelttobeparticularlydisadvantagedintheprocess.

Severalparticipantsexpressedsignificantconcernsabouttheimpactoftheausterityprogramme
under the Coalition government. Austerity programme has threatened the income base of these
organisationsastheyrelysignificantlyonpubliccontracts.Thereisnodoubtthatthecontinuous
reductioninpublicfundingmaylimitthesustainabilityoftheseorganisations.

However,thereweresomecontraryreportsofsuccessfuldevelopmentandexpansionofservices
duetochangesinpublicpolicyandfundingallocationprocessesinUKregions.Forinstance,oneof
thestudyparticipantsbasedinLondonandtheSouthEastreported:

It’s not all doom and gloom ... we are diversifying our income streams and working with other providers 
like ourselves … so things are alright (Participant S: London and South East Region).

AnotherparticipantbasedintheSouthEastregionreported:

It’s been a very good year … a very successful and positive year for us. We received some capacity 
building support and that helped us to prepare for the last commissioning round. Our bid was 
successful, and we have recently expanded our services (Participant T: South East Region).

TheaboveevidencesuggeststhatsomeorganisationsinLondonandSouthEastregionhave
benefitedfromchangesinpublicpolicy.ParticipantTaddedthathisorganisationafterasuccessful
competitivetenderingprocesswasawardedanewgovernmentcontractwhichledtochangestothe
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organisation’sservicesspecification.Asaresult,theorganisationexpandeditsservicestoseveral
localitiesintheSouthEastregionworkingcollaborativelywithotherorganisationsineachlocality.
Thesecommentssuggestthatthepublicpolicychangestopublicservicescontractstenderingprocesses
haveledtopositiveoutcomesforsomeorganisationswiththecapabilitiestopursueacompetitive
tenderingprocess.

Thissuggests thathavingastrongcommercialawareness;understand theeconomicrealities
ofoperatingacompetitivemarketcancontributetothesustainabilityofsmallthirdsectorsocial
enterpriseorganisations.ThefindingsupportsShariretal.2009;Okorley&Nkrumah,2012;Jenner,
2016 research that found that organisational resourcing, legitimacy, collaborative networks and
organisationalcapabilitiesarekeydriversofsocialenterprisesurvivingandachievingsustainability.

Mostimportantly,theresearchsupportsandextendspreviousresearchintothesustainabilityof
smallthirdsectorsocialenterprisebyidentifyinganotherfactorpublicpolicyasafactorinfluencing
thesustainabilityoftheseorganisations.

Inaddition,governmentausteritymeasures,competitivetenderingpoliciesandregionalfunding
policiesaffectingsomeregionsmorethanothers.

CoNCLUSIoN

Socialenterpriseshavea longhistoryofprovidinglocalandregionalservicesdueto theirclose
engagementwithgrassrootscommunities(Harris,2010,Maher,2018).However,theincreasingly
competitiveenvironmentinwhichsmallsocialenterprisesareworkingbroughtaboutbychangesin
publicpolicy,particularlycompetitivetenderingprocesshavebroughtaboutsuccessforsomesmall
socialenterpriseswhogainednewfundingthatenabledtheirorganisationstoexpandanddevelop
newservices.

However,thereisclearevidencethatchangesinpublicpolicyhavehadsomenegativeeffecton
servicesdevelopment,deliveryandorganisationalsustainability.Someorganisationshavebecome
especially vulnerable due to the restrictive regulation of the commissioning process. For some
organisations, their ability and capability to gain contracts from this process have an important
influenceontheirsuccessandsustainability.

TheresearchparticularlyrevealsthatregionalvariationsintheUK’sthirdsectorfundingregime
areafactorwhichischallengingforsomesocialenterprisesintheEastMidlands,Yorkshireand
Humberregions;whileorganisationsintheSouthEastregion(includingLondon)reportedsome
growthand successes indevelopingnewservices.This finding is consistentwithprevious third
sectorsocialenterpriseresearch(Aminetal.,2002;Hudson,2009;Buckinghametal.,2012;Maher,
2016)thatindicatesvariationsinthirdsectorregionalservicesandfundingandtheirimpactonsocial
enterprisesinUKregions.

The research contributes to the empirical research investigating regional variations of third
sector social enterprises sustainability. It advocates for changes in government regional funding
policiesthatwillhelpsmallthirdsectorsocialenterpriseorganisationstogainlonger-termfunding
todevelopappropriateandeffectivecommunityneedsservices.Therearesignificantimplications
fortheimprovementofpolicy,practiceandfuturesustainabilityofregionalsmallthirdsectorsocial
enterprises.

THE IMPLICATIoNS FoR PoLICy ANd PRACTICE
Theresearchfindingshaveraisedimportantissuesforpolicyandpractice.Thereisevidencethatthe
sustainabilityofsmallthirdsectorsocialenterprisesdependsinpartonhowmuchpublicservices
contractsaredevolvedregionallyfromCentralGovernmentforthemtoapply.Theseorganisation’s
abilityandcapabilitytogaincontractsfromcompetitivetendering;particularly,whenmanyofthese
organisationsfacecompetitionfromlargerthirdsectororganisationandprivatesectororganisations.
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Policymakersshouldexaminehowthesechangesandpartnershipandcollaborativearrangements
areaffectingsmallthirdsectorsocialenterprisesandthechangingrelationsanddynamicsbetween
small third sector social enterprises who were contractors in their own right that are becoming
sub-contractorsof largerorganisationsandprivatesectororganisations.Howtheseorganisations
collaborateandworktogetherinpracticeisofcentralimportance.

Emergingthroughtheevidenceisaclearviewthatcentraltothesustainabilityofsmallthirdsector
socialenterprisesistheneedforsupportsuchasmentoring;trainingbuildingsharedcollaborative
networksandcapacitybuilding toprepare theseorganisations tobe ready tocompete forpublic
servicescontracts.Buildingcapabilitiesisapositionalprocessofbusinessmanagementtoimprove
theseorganisations’positioninacompetitiveenvironment.

Policymakersshouldtakeintoconsiderationthedifficultiessmallthirdsectorsocialenterprise
organisationsareexperienceswhentenderingforcontacts.Thereisaneedtosupportandstrengthen
thecapacityofsmallsocialenterprisesbyhelpingthemtodevelopthenecessarycontractprocurement
skillsthatwillenablethemtogainaccesstopublicservicescontracts.Policymakersshouldalso
considerwaystoenhancetheseorganisations’infrastructuretosupporttheirgrowth.Forinstance,
bypromotinglevelpeggingpartneringandconsortiumarrangementsamongorganisationstohelp
themtoexchangeideas,promotegoodpracticeandbidforcontractstogetherratherthancompeting
againsteachother.Considerableworkneedstobedonetoreinstateamoresupportiverelationshipof
thesectorwiththestateandnotnegatethecontributionssmallthirdsectorsocialenterprisesmake
toregionalcommunities,suchas,creatingamoresociallycohesivesocietyandadvocatingforthe
vulnerableandmarginalisedmembersofsociety.

FUTURE RESEARCH

The findingspresented in thispaperprovideabasis for future research; these findingscouldbe
replicatedinbroadersamplesinotherregionsandoracrossborders.Thisrequireslargersamplesize
whichmayallowtheresearchertoidentifyfurtherresults(Field,2009).Expandingtheresearchto
smallprivatesocialenterprisesmighthelptounderstandhowpublicpolicyandcontextualfactors
inothercohortsprovidechallengesorleadtothesuccessoforganisationalsustainability.Forthese
organisationswhetherpublicpolicyorhavingacommerciallyfocusedmissionasinfluentialintheir
questforsustainability.
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