Inquiry Annex

As part of its inquiry into how the government can meet its manifesto commitment of
growing the diverse business sector, the APPG for the Social, Cooperative, and
Community Economy held a series of four evidence sessions from April-October 2025.
These sessions took evidence from diverse businesses, social economy support
organisations, local ecosystem leaders, and central government stakeholders
respectively. Below is a list of those who provided evidence for these sessions, and
whose contributions informed the APPG’s final output and policy recommendations for
how the government can realise the growth of the diverse business sector within this
parliament. Thank you to Patrick Hurley MP, Chair of the APPG, for chairing each of
these evidence sessions.

Evidence Sessions Summary

Evidence Session | - Diverse Businesses (organised by Co-Operatives UK)

e GarethKirk - GLL

e Grace Harrison - Kitty’s Laundrette

e Jonathan Atkinson - Carbon Co-Op

e Peter Holbrook - Social Enterprise UK
e Peter Bundey- GLL

o Peter Westall - Midcounties Co-Op

Evidence Session Il - Diverse Business Support Organisations (organised by School

for Social Entrepreneurs)

o Alistair Wilson - School for Social Entrepreneurs

¢ Bayo Adelaja - Do it Now Now

e DeviClark - Social Enterprise UK

e Louise Cannons - UnLtd

e Matt Smith - Key Fund

e Seb Elsworth - Access: The Foundation for Social Investment
e Sol Escobar - Give Your Best

Evidence Session lll - Local Ecosystems (organised by Social Enterprise UK)

¢ Amanda Ratsey - Plymouth City Council

e Annoushka Deighton - We’re Right Here



Bethan Webber - Cwmpas

Chris Martin - Social Enterprise Scotland
Kamran Rashid - Impact Hub Bradford
Phil Tulba - The Ubele Initiative CIC

Rebecca Smith - Social Enterprise Kent

Evidence Session IV - Central Government Stakeholders (organised by Better

Society Capital and Access: The Foundation for Social Investment)

Baroness Glenys Thornton - Social, Cooperative, and Community Economy
APPG

James Wright - Cooperatives UK
Jovana Lalic - Better Society Capital
Ravneet Virdi - Department of Culture, Media, and Sport

Sam Creme - Collective Futures

The APPG also held an open call for evidence, where stakeholders from across the

diverse business sector could submit their own experiences and provide insights on

how the government can further support the growth of the diverse business sector.

Many thanks to those below who contributed to this call for evidence, and whose

contributions informed the APPG’s final output.

Alison Watson - Class Of Your Own Limited
Amanda Clarke - Share and Care Homeshare
Anne-Marie Asgari - Toucan Diversity Training CIC
Anthony Waddington - Participate Projects
Beverley Samways - Unique Connections

Cait Saunders - Coin Street Community Builders
Caroline Coyne - Communicate SLT CIC
Christopher Shutt - Hey Girls CIC

Dan Smith - Steeev

Daniel Roberts - Cwmpas

Dr Vivian Ibekwe - Hearts for Nutrition CIC

Edward White - Bobs Community Garden



Eve Preston - Community Shop Group

Gareth Hart - Plymouth Social Enterprise Network
George Hinton - Brain Nutrition Revolution CIC
lan Gordon - Dalton ARLFC

Ignatius Titus Hango (snr) - Southern African Children and Families Welfare
Association

Jaya Chakrabarti - tiscreport.org

Jennifer Savage - Safe Arbour CIC

Jessica Tyerman-Marsh - INTL Edu

Jim Prescott - Allsports Coaches Coaching Academy CIC
Jo Tasker - Community Coworking Ltd

Joanna Fianu - Justicia Fair Trade Shop

Jodie Marshall - A Mind Apart

John Hastings - Recycle-IT!

John Merritt - Social Enterprise Link

Kinga Kubiak - Exceptional Individuals

Krista Brown - CoCreate Hackney & The Community Closet
Laura Atyeo - Open Harmony CIC

Laura Moss - Wrigleys Solicitors LLP

Lee Fellows - The Charity Shop Gift Card

Lindsey Hall - Real Ideas

Mark Chapman - ReallyCare CIC

Mark Neild - Grow Inspires / University of Bristol Centre for Innovation
Michael Brown - Empower to Cook CIC

Mireille Kasonga - Children Hope Forever

Phil Henderson - Family Fund Business Services

Phil Salmon - Cumbria Health

Rachel Holliday - Time to Change (West Cumbria) Project CIC


http://tiscreport.org/

¢ Sinead Moloney - Morgan Sindall Construction (NE & Cumbria Business)
e« Teresa Regan - Catalyst Psychology CIC

e Tim Landreth - Nuneaton Signs

o Tim Parkhouse - Get Fed Coffee CIC

e ToniJarvis - Tiger Community Enterprise CIC

e Vicki Ayton - BizEd Projects CIC

e WillJackson - Playphysio CIC

Below are write-up summaries of the evidence sessions, outlining key topics raised and
points made by speakers.

Evidence Session | - Evidence from diverse businesses

‘We could do more’ social enterprises tell the government

Social enterprises had plenty of ideas about the different ways they could significantly
increase their positive social impact during the first evidence session of the Social,
Cooperative and Community Economy All-Party Parliamentary Group (APPG)’s
inaugural inquiry into the government’s commitment to grow diverse business models
this week. Co-op and social enterprise leaders also listed straightforward and low or no
cost barriers that the government could remove.

Peter Bundey, CEO of GLL, which operates 254 of the UK’s leisure centres, explained
how supporting social enterprises would help with the government’s economic growth
ambitions. “A 10% increase in our company would get 100,000 people more active and
create 1000 more jobs,” he said. In terms of productivity, this could help a lot with the
£138bn lost to sick days, he added. Whilst acknowledging “commendable aspiration”
around social value and procurement, Bundey said progress was being held back by
“conservative legal restrictions on public service procurement” and asked that the
guidance and legislation that surrounds public sector commissioning is clarified.

“We need clarification so that councils can be more agile, more innovative and more
2

prescriptive about wanting civil society organisations rather than turning to lowest cost,
said Bundey.

Peter Westall, Chief Value Officer of the Midcounties Co-op (which runs travel and

childcare services as well as the familiar local Co-op shops) told the inquiry “We could
do more, but the biggest challenge we face is cost pressures.”

The inquiry heard that a more unified, strategic approach to supporting the social
enterprise sector was needed, with greater support, legislative reform, better access to


https://www.midcounties.coop/

finance, and a greater understanding of the value social enterprises bring to the
economy and society.

Legislation

With revenues of £850m, 650,000 members and 6000 employees, Mid Counties Co-op
made a profit of £12.4m last year but faces an increased National Insurance bill of
£9.3m following changes for employers introduced in April.

Westall thought the government could help by changing ‘one size fits all’ legislation that
means Midcounties Co-op face similar business rates and taxes on plastic packaging
for their shops as supermarkets that operate giant stores in retail parks.

His view was echoed by Social Enterprise UK (SEUK) CEO Peter Holbrook, who asked
the government to consider how tax could be used to incentivise good behaviour for
businesses, particularly around business rates and corporation tax.

Grace Harrison, Organisational Development Lead at Kitty’s Launderette (pictured
above), a coop and community hub in Liverpool, asked that community right to buy
legislation be tightened up so social enterprises could find properties to operate from.

Harrison also introduced an idea she’d encountered in Italy, where legislation requires
both public and private employers with more than 15 employees to hire a certain
percentage of disabled people. Employers can also fulfil the quota by entering into
agreements with social value organisations. “This has massively transformed the
access to work opportunities for disadvantaged groups,” said Harrison.

Access to finance

Finding investment to grow remains an issue for social enterprises irrespective of size.
Midcounties Co-op is one of the biggest UK childcare providers offering nearly 4000
places and Westall explained they’d like to expand this service but “as a co-op we are
unable, as other business types are, to go to the city and raise funds. How do we get
additional finance backing to enable us to do the things that we want to do?”. The
government has established an advisory group to look at ways of mobilising social
impact capital.

Jonathan Atkinson of Carbon Co-op also called for a bigger spectrum of finance
options to be made available and described having limited options for using an
overdraft from banks unable to assess their business risk as a social enterprise.

More grant-making startup funds were requested by Harrison, who cited a reduction in
non-repayable early-stage funding sources.

Support


https://www.kittyslaunderette.org.uk/
https://locality.org.uk/what-is-community-right-to-buy
https://locality.org.uk/what-is-community-right-to-buy
https://www.socialenterprise.org.uk/news-and-views/why-were-asking-the-government-to-talk-to-social-enterprises/
https://carbon.coop/

More awareness and practical support across the board was also requested —for local
authority commissioners looking to contract social enterprises and for business
support for social enterprises.

Westall also suggested that more co-op development agencies were needed, but this
was challenged by Baroness Glenys Thornton who thought something broader was
needed who said “this isn’t just about developing cooperatives, this is about developing
social enterprises and social businesses writ large.”

Holbrook thought government officials should establish “a single vision for how
cooperatives, mutuals, and social businesses can collectively recover our economy.”
He suggested this might take the form of a Social Business Unit so that every
government department could benefit from a level of expertise and knowledge about
these diverse business models.

This was the first of four evidence sessions for the Inquiry. All the evidence presented
will now be collated and incorporated into a report that will be delivered to government
and other stakeholders later this year.

Evidence Session Il - Evidence from support organisation
Social enterprise leaders tell MPs startup life tougher than ever

If the government was in any doubt about the challenges facing those starting social
enterprises, a mixed group of stakeholders presented it with a vivid picture this week.

It was the most recent evidence delivered to the second roundtable of the All-Party
Parliamentary Group (APPG) on the Social, Cooperative and Community as part of
their ongoing inquiry into growing diverse business models.

The highs and lows of social enterprise

Give Your Best (pictured above) was a side hustle that grew into a business for founder
Sol Escobar and was supported by ‘tech for good’ grants from organisations such

as Innovate UK. Escobar told the inquiry she didn’t know what a social enterprise was
as her initiative first began to flourish and described how vital the support ecosystem
was.

“l did every single incubator and accelerator | could possibly find, because ... I didn’t
know how to grow this organisation, and they really have just taken me from step to step
and taught me how to run this organisation and scale it to become revenue-generating,”
Escobar said.

Now 800 to 2000 items of donated clothing are chosen by people in clothing poverty
every week through the social enterprise, helping to tackle the £140m worth of clothing
that is thrown away annually.


https://www.socialenterprise.org.uk/evidence-policy/all-party-parliamentary-group-on-social-community-and-cooperative-economy/
https://www.socialenterprise.org.uk/evidence-policy/all-party-parliamentary-group-on-social-community-and-cooperative-economy/
https://giveyourbest.uk/
https://www.ukri.org/councils/innovate-uk/

Starting a social enterprise might be an option if you have certain advantages, but what
if you don’t? The financial implications for those in this situation were made stark by
Bayo Adelaja, founder and CEO of Do it Now Now, which annually supports

approximately 150 Black leaders of organisations with business training and grant
funding.

“Most of the people in our community are earning under £18,000 a year and 27% of
them didn’t attend university, but they remain pillars of their society and are leaders and
changemakers within their community,” Adelaja said.

“The income they’re receiving each year is approximately £32,000 and around 40% of
that comes from the salary sacrifice of the directors themselves. The vast majority of
them are working full-time jobs and about 40% of them have never received grant
funding.”

Adelaja asked the APPG to consider how the government could put in places systems
and processes that empower people who don’t have the access, schooling or business
training of others, but are creating social enterprises in response to communities that
need services delivered annually. In particular, she recommended that funding not be
project-based, with multi-year funding schemes introduced instead.

“We’ve limped our way through”

Escobar had earlier credited School for Social Entrepreneurs (SSE) as being
instrumental in her development as a business founder. Whilst acknowledging that the
“nudge economics” of SSE’s match trading grants and bringing social entrepreneurs
together in supportive cohorts to bolster confidence had both worked well, SSE CEO
Alistair Wilson was less optimistic about the support ecosystem in general.

“Itis interesting to reflect that second-tier support organisations in this country are
hanging by a thread. We’ve limped our way through the last 15 years, and many
organisations have gone bust. If the government wants to see this sector thrive, they’ve
got to get behind itin a more serious way,” Wilson told the inquiry.

He went on to say that he thought the UK had slipped from being world-leading in social
enterprise to “being in tenth place, if you’re lucky” and that he hoped the government
would consider how to get the UK’s leading status back. Wilson was backed by Louise
Cannon, Director of Social Entrepreneur Support at UnLtd, who also asked that long-
term ecosystem building be considered by the government.

Matt Smith, CEO of social investor Key Fund made the point that support organisations
like SSE were crucial for equipping passionate social entrepreneurs with the skills and
experience to run a business. Like Wilson, he expressed concern at the lack of support
organisations that existed now compared to 15 years ago.


https://www.doitnownow.com/
https://www.the-sse.org/
https://www.the-sse.org/stories/sse-launches-match-trading/
https://www.unltd.org.uk/
https://thekeyfund.co.uk/

Smith also thought that more grant funding could level the playing field in areas of
unequal opportunity such as those described earlier in the session by Adelaja. “There’s
a gap where grants should be playing the role that friends and family would in more
affluent communities,” he said.

Fellow social investor Seb Elsworth, CEO of Access called for more mainstream
providers to participate in social investment, particularly the state-owned British
Business Bank, which manages loan guarantee schemes aimed at SMEs and targets a
rate of return of 1.5% for its overall portfolio. “We know most social enterprises are
looking for relatively small-scale, flexible, patient, unsecured lending. Providing that
kind of finance is difficult to do on a purely commercial basis,” said Elsworth.

Two further evidence-gathering sessions will be conducted before the APPG delivers a
report to the government later this year.

Evidence Session lll - Evidence from local social enterprise support networks

Social enterprises make the case to MPs on the importance of supporting local
social enterprise ecosystems

Politics can sometimes seem like a soap opera, but in a week of government reshuffles
and resignations, the crucial work of evidencing the impact of social enterprises and
building political support for them continued within the corridors of power.

On Monday 9 September, the Social, Cooperative and Community Economy All-Party
Parliamentary Group and its Chair Patrick Hurley MP hosted the third of four evidence
sessions as part of its inquiry into how government can realise its commitment to grow
diverse business models.

The session brought together voices from across the UK, to explore how policy and
investment can better enable social enterprises to thrive locally.

Why place-based infrastructure organisations and support are so important

Rebecca Smith, Chief Executive of Social Enterprise Kent (SEK), emphasised the pivotal
role of local infrastructure bodies. “We are trusted, we are local, and we are
responsive,” she explained. SEK supports over 1,500 social enterprises annually and
distributes more than £1.3 million in funding. Rebecca also highlighted the Social
Impact Gateway, which takes large-scale social value commitments from businesses
and public bodies and translates them into small, accessible funding pots for local
social enterprises and charities (VCSEs), bridging the gap between corporates and
these organisations.

Kamran Rashid from Impact Hub Yorkshire echoed these sentiments, stressing that
place-based organisations build trust within communities. He advocated for the need
for ecosystem growth enablers to bring partners together, such as funders, investors,


https://access-socialinvestment.org.uk/
https://sekgroup.org.uk/support/support-for-organisations/social-impact-gateway/
https://sekgroup.org.uk/support/support-for-organisations/social-impact-gateway/

mentoring organisations, start-up and growth programmes. One ideawas toroll out a
network of infrastructure bodies focused on social enterprise, likening them to existing
CVSs (Councils for Voluntary Services).

Annoushka Deighton, representing the We’re Right Here campaign, spoke about saving
Stretford Public Hall through community action and how this was done through the help
of organisations like Locality and the Architectural Heritage Fund, showcasing the
power of support at both grassroots and national levels.

Supporting communities to buy, own and run assets

Stretford Public Hall is a great example of what happens when a community is allowed

to take ownership of an asset, and the ‘We’re Right Here’ campaign has been setup to
shift legislation to help support and grow the social economy by making it easier for
people to have the power to shape the places where they live.

Annoushka detailed efforts to secure a “Community Right to Buy” in the English
Devolution Bill. The Bill’s extending of the purchase window for community assets from
6 to 12 months was described as a “game-changer.” She also called for a “community
right to control investment,” allowing local stakeholders to help determine how funds
are allocated.

Phil Tulba from the Ubele Initiative provided further evidence of community
empowerment. Ubele supports racially minoritised communities and manages the
Wolves Lane Centre in North London. Through initiatives like the GIDA Housing Coop
and the Phoenix Way programme, Ubele applies participatory decision-making and
promotes equitable access to housing and infrastructure.

The need for long-term investment

Investment was a dominant theme. Rebecca Smith stressed that social enterprises
need patient, long-term finance to grow. Short-term grant cycles and inaccessible
social investment options remain barriers. Annoushka added that organisations often
become so focused on chasing funding that they lose sight of their long-term mission.

Kamran underlined that impact takes time: “If this sector is to survive and thrive then it
needs proper investment in the way other sectors have historically received.” He and
Rebecca both pointed to the importance of seed funding for innovation and
sustainability.

Ubele’s experience with the Flexible Finance Programme, developed with the Access
Foundation and Social Investment Business, demonstrated how tailored, blended
finance can make a difference. Within 18 months, the programme had surpassed its
target for reaching racially minoritised communities, delivering over a £1 million of
social investment and an additional million in grants into communities.


https://www.right-here.org/

The local authority perspective

Amanda Ratsey from Plymouth City Council offered insight into how local authorities
can champion social enterprise. Ten years ago, Plymouth launched a city-wide social
enterprise strategy and established a £2 million fund, mixing grants with long-term, low-
interest loans. Amanda stressed the need for revolving funds that incorporate wrap-
around grant support.

She described efforts to connect local procurement with social enterprise through a
planned “Plymouth Menu” and noted that being designated a defence growth area
brings new opportunities for social value initiatives. Her key message to other councils:
have a strategy, think long-term, and embrace innovation in financing.

Lessons from Scotland and Wales

The devolved administrations of Scotland and Wales have taken proactive steps to build
supportive environments for social enterprise.

Wales: Bethan Webber, CEO of Cwmpas, attributed progress in Wales to strong
legislation, particularly the Wellbeing of Future Generations Act. This sets seven
wellbeing goals for public bodies and “hardwires in a long-term preventative approach
and collaboration into decision making.” Wales also mandates local authorities to
promote social enterprises, co-ops and user-led services in care through the Social
Services and Wellbeing Act.

Commitment from the Welsh Government, alongside work from Cympas, led to a
doubling in employee-owned businesses, growing from 37 to nearly 100 in just two
years. However, Bethan warned of an “implementation gap” between policy and
practice and cited missed opportunities in children’s care reforms, where social
enterprises and co-ops were overlooked.

Scotland: Chris Martin, CEO of Social Enterprise Scotland, discussed Scotland’s co-
produced ten-year social enterprise strategy launched in 2016. The government-funded
Just Enterprise programme provides free business support, while other initiatives offer
start-up and scale-up finance.

Education plays a key role, with schools running social enterprise projects that have
inspired the next generation of entrepreneurs. Strong networks and support for
inclusion underpin the Scottish model.

The inquiry will conclude with a fourth evidence session on 21 October and findings
will be launched in Parliament on 19" November.



Written Submission and Call for Evidence Summary

The APPG also held an open call for evidence, where stakeholders from across the
diverse business sector could submit their own experiences and provide insights on
how the government can further support the growth of the diverse business sector.
Many thanks to those below who contributed to this call for evidence, and whose
contributions informed the APPG’s final output.

e Alison Watson - Class Of Your Own Limited

e Amanda Clarke - Share and Care Homeshare

e Anne-Marie Asgari - Toucan Diversity Training CIC
¢ Anthony Waddington - Participate Projects

e Beverley Samways - Unique Connections

e Cait Saunders - Coin Street Community Builders
e Caroline Coyne - Communicate SLT CIC

e Christopher Shutt - Hey Girls CIC

e Dan Smith - Steeev

e Daniel Roberts - Cwmpas

e DrVivian Ibekwe - Hearts for Nutrition CIC

e Edward White - Bobs Community Garden

¢ Eve Preston - Community Shop Group

e Gareth Hart - Plymouth Social Enterprise Network
e George Hinton - Brain Nutrition Revolution CIC

e lan Gordon - Dalton ARLFC

e Ignatius Titus Hango (snr) - Southern African Children and Families Welfare
Association

e Jaya Chakrabarti - tiscreport.org

e Jennifer Savage - Safe Arbour CIC

e Jessica Tyerman-Marsh - INTL Edu

e Jim Prescott - Allsports Coaches Coaching Academy CIC

e JoTasker - Community Coworking Ltd


http://tiscreport.org/

e Joanna Fianu - Justicia Fair Trade Shop

e Jodie Marshall - A Mind Apart

e John Hastings - Recycle-IT!

e John Merritt - Social Enterprise Link

e Kinga Kubiak - Exceptional Individuals

e Krista Brown - CoCreate Hackney & The Community Closet

e Laura Atyeo - Open Harmony CIC

e Laura Moss - Wrigleys Solicitors LLP

e Lee Fellows - The Charity Shop Gift Card

e Lindsey Hall - Realldeas

e Mark Chapman - ReallyCare CIC

e Mark Neild - Grow Inspires / University of Bristol Centre for Innovation
e Michael Brown - Empower to Cook CIC

e Mireille Kasonga - Children Hope Forever

e PhilHenderson - Family Fund Business Services

e PhilSalmon - Cumbria Health

¢ Rachel Holliday - Time to Change (West Cumbria) Project CIC
¢ Sinead Moloney - Morgan Sindall Construction (NE & Cumbria Business)
o Teresa Regan - Catalyst Psychology CIC

e Tim Landreth - Nuneaton Signs

e Tim Parkhouse - Get Fed Coffee CIC

e TonilJarvis - Tiger Community Enterprise CIC

e Vicki Ayton - BizEd Projects CIC

e WillJackson - Playphysio CIC

Below is a summary of the written submissions to the inquiry, and responses to the
open consultation.

Summary: Barriers and Opportunities for Growing the Diverse Business Sector

Key Barriers to Market Access



Barriers are structural, financial, and attitudinal, often stemming from public sector
practices designed for large, traditional firms:

e Exclusionary Procurement Processes:

o Complexity and bureaucracy: tenders are often long, complicated, and
require specialist bid-writing capacity that smaller firms lack.

o Disproportionate requirements: criteria like high financial thresholds,
turnover ratios, insurance requirements, and the use of the Economic and
Financial Standing Assessment privilege size over proven impact.

o Risk aversion: procurement teams are risk-averse, favouring incumbents
and scoring based on prior contract size, which discounts
smaller/diverse-led providers.

o Lack of flexibility: requests for information are rigid, making it difficult for
innovative, flexible solutions to compete.

o Weak Social Value Enforcement:

o Inconsistent application: The Social Value Act is often inconsistently
applied and monitoring relies on voluntary, unaudited reporting, despite a
minimum 10% weighting.

o Narrow measurement: commonly used measurement frameworks fail to
recognise the intrinsic social value of VCSEs.

e Financial and Capacity Constraints:

o Limited finance: diverse business model founders often lack credit and
growth capital, making it hard to bid for contracts requiring upfront
turnover or cover long payment cycles, which create cash-flow risks.

o Short-termism: contracts frequently prioritise short-term outputs over
long-term preventative social and economic outcomes.

e Attitudinal and Systemic:

o Capability bias: there is an implicit bias that a smaller, diverse-led
supplier lacks the capacity.

o Siloed structures: social enterprises working across multiple priorities
lack a coherent departmental route to market.

Opportunities for Growth

The greatest opportunity lies in using procurement as a strategic tool for long-term
social and economic value, with diverse businesses recognised as innovation drivers:



e Leveraging social value: using the Procurement Act 2023 to embed social
outcomes from the start, allowing SMEs to compete on local benefits and
impact rather than just size.

e Preventative Models: social enterprises deliver significant value through early-
intervention services which deliver measurable fiscal savings over time.

e Construction sector demand: high demand for social enterprise services in
construction for roles ranging from site setup to technical trades, offering
meaningful social impact.

Government Support Needed

Government support must be targeted, mandatory, and structural to achieve equitable
access:

¢ Mandate and enforce inclusive procurement:

o Set specific, measurable targets for public sector spend with diverse
businesses and tie this to transparent reporting.

o Fully enforce and weight the Social Value Act to prioritise social value
over the lowest price.

o Implement a"Social Enterprise Access Pathway" within procurement with
proportionate entry requirements and recognition of verified social-
impact credentials over financial turnover tests.

e Simplify and De-Risk the Process:

o Streamline rules and provide practical bid-writing assistance or dedicated
portals.

o Use phased contracts and mentorship to build the track record of smaller
suppliers.

o Introduce a default "second-hand first" procurement ethos to save funds
and support charities/reuse targets.

¢ Financial and Capacity Support:

o Exemptsmall organisations from certain taxes (like the National
Insurance rise) up to a reasonable income level.

o Create a cross-departmental Social Value Acceleration Fund to scale
proven, cross-cutting models.

o Fund national programmes to build social innovation ecosystems and
provide support for learning different legal structures and finance models,
especially in rural areas.



Funding and Finance: Barriers, Opportunities, and Government Support for Diverse
Businesses

Key Barriers to Funding and Finance
e Systemic bias and exclusion:

o Investment bias: investment is heavily reliant on "warm introductions" and
established networks, systematically excluding diverse founders. Female
founders remain massively underfunded.

o Financial exclusion: ethnic-minority led firms in the UK contribute materially but
face structural barriers. Access gaps persist for women-led, ethnic-minority-
led, disabled-led, and community-led enterprises.

o Inappropriate Metrics: Many funds are designed around growth capital or
innovation metrics rather than community impact or prevention, leaving
grassroots CICs and SEs out of scope.

o High barrier to entry: getting onto large public frameworks, such as the Digitising
Social Care DPS, can cost an estimated £250k-£500k, effectively excluding
businesses without significant VC/PE backing.

e Misalignment with Social Enterprise Models:

o Lackof Appreciation: government funding managers often fail to appreciate the
value of SEs, mistaking them for charities instead of trading entities that
generate profit, impact, and significant social difference.

o Asset-locked challenges: traditional banks and lenders often use rigid practices
that require personal guarantees and focus on collateral, which is difficult for
asset-locked social enterprises to provide.

o Short-termism: local Authority and NHS commissioning cycles are slow and
rigid, with high administrative burden and short-term funding horizons that
disrupt continuity and trust. Working-capital strain results from long
mobilisation periods and slow public-sector payments.

e Capacity and Accessibility:

o Concentration of capital: there is a regional concentration of equity finance and
investor networks, exacerbating the North-South divide.

o Capacity constraints: many social businesses lack the time or staff resources to
apply for complex funding.

Opportunities for Growth
Opportunities exist in recognizing the inherent innovation and preventative power of the diverse
sector, especially in highly technical fields:

e Socialinnovation focus: there is an opportunity for innovation funding specific to legal
social enterprises only, particularly those working in highly technical and
transformational areas like machine learning, digital health, and gamification.

o Targeted Grassroots Funding: Targeted, flexible micro-grants and social investment
pots designed for grassroots organisations can unlock immense impact, allowing for
faster, more responsive, and co-produced delivery.

« Blended and Patient Capital: Blended finance (grant + loan) and patient, revenue-based
finance can de-risk smaller deals and reach earlier-stage, place-based organisations.



e Preventative Investment: Investment in SEs delivering early-intervention services is
strategic infrastructure that yields a high public-investment return by reducing social
and economic costs later on.

Government Support Needed
o Financial Product Innovation and Access:

o

Scale Blended Finance: Use public catalytic capital, matched by private
investment, to scale blended-finance programmes and first-loss guarantees to
de-risk smaller deals.

Implement Micro-Grants: Introduce a national micro-grant framework for small
CICs, co-ops, and community enterprises, simplifying applications and
reporting.

Ring-fence Capital: Ring-fence regional and inclusion-focused equity through
the national development bank and fund-of-funds to address the regional
concentration of finance.

e Education and Accountability:

@)

Educate Funders: Educate funding managers and administrative teams across
government on what a social enterprise is, ensuring they appreciate SEs can
make profit, generate impact, and are not "charity" failures.

Enforce Transparency: Extend inclusive finance codes/standards and publish
an annualinclusion finance dashboard to track funding gaps.

Leverage Social Value Model: Use the updated UK PPN002/ Social Value Model
(March 2025) to drive supplier diversity and social value.

e Streamline and De-Risk:

o

Enforce Prompt Payment: Enforce prompt payment across all public contracts
and allow for mobilisation advances and phased payments to alleviate working-
capital strain.

Scale Local Funds: Scale up flexible local funds through Public Health,
Integrated Care Boards, and local anchor networks, reinvesting savings from
large contract inefficiencies into hyperlocal impact funds.

Summary: Barriers and Opportunities in Support, Awareness, and Engagement for Diverse

Businesses

Key Barriers to Support and Awareness
Barriers are institutional, educational, and operational, preventing diverse models from being
seen as credible, commercially capable partners:

¢ Low Awareness and Undervaluation:

o

Confusion of Models: Across public and private bodies, there is widespread
confusion between social enterprises, charities, and Corporate Social
Responsibility. This prevents SEs from being recognised as "credible,
commercially capable delivery partners."

Stigma and Bias: Widespread implicit bias and stigma mean that the value
proposition of diverse businesses—such as the innovative, divergent thinking of
neurodivergent teams—is often overshadowed by a perceived "risk" or "deficit."



o Lack of Visibility: Diverse businesses lack large advertising budgets, and
initiatives like the SEUK's SE Places programme have low national profile or
championing by government, leading to them being "drowned out in the noise."

o Fragmented and Generic Support:

o "One-Size-Fits-All" Trap: Generic business support fails to address specific
needs (e.g., neuro-inclusive consulting or culturally competent advice), leading
to high drop-out rates. The overall support landscape is fragmented with
postcode inequalities.

o Lack of Specialist Expertise: There is a scarcity of qualified and skilled co-
operative and social enterprise development workers, accountants, and
lawyers (possibly as few as a few hundred people in the UK). Frontline support
organisations are often unaware of specialist markets, such as the construction
industry.

o PoorAdvice: Relying on mainstream private-sector advisors (Accountants,
Solicitors) often results in poor advice that needs to be remedied later,
highlighting a core skills gap.

e Lackof Engagementin Public Procurement:

o Exclusion from Policy: The SE voice is often underrepresented in policy
discussions on economic growth, skills, and Net Zero, which are dominated by
large corporates and FE/HE institutions.

o Engagement Failure: There is a severe lack of engagement from Local
Authorities and their officers, despite diverse businesses providing services that
directly support residents. Procurement teams often "own an idea or service"
and lack the trust or mechanism to work with external expertise.

o lrrational Decision-Making: Procurement rules often fail to consider the macro
impact of decisions. For example, local transport procurement may save a few
hundred pounds by using a minicab but inadvertently "close a lifeline for a
dozen villages" by disrupting an anchor transport contract.

Opportunities for Improvement
The opportunities lie in leveraging the social sector's embedded trust and unique capabilities:

e Specialist and Lived-Experience Support: There is strong, widespread demand for
dedicated, tailored social enterprise business support. Lived-experience-led
organisations are highly successful because they build crucial community trust and
deliver relevant, empathetic guidance.

o Trusted Intermediaries: Social enterprises can act as "translators" between public
policy, industry demand, and community delivery. They excel at turning abstract
commitments into meaningful, local delivery.

e Education as a Catalyst: Embedding social-enterprise and co-operative models into the
education system can cultivate entrepreneurial, ethical, and civic awareness from a
young age.

Government Support Actions Needed
Government must move from generic initiatives and "warm words" to a targeted, authentic, and
mandatory change in policy and mindset:

e« Mandate Training and Awareness:



o Fundand mandate diversity and inclusion training for all public sector staff in
commissioning, funding, and advice, focusing on unconscious bias and the
economic value of diverse groups.

o Launch a national awareness campaign celebrating diverse business models
and promoting SE routes as mainstream, not niche.

o Targeted and Specialist Support:

o Fund Specialist Models: Re-allocate funding from large generic schemes to
proven specialist organisations and local social economy hubs (e.g., the
Cumbria Social Enterprise Partnership model).

o Embed SE Education: Include social-enterprise education within the Enterprise
Adviser Network and Careers & Enterprise Company framework.

o Investin Practitioners: Fund training and support to grow the number of
qualified cooperative and social enterprise development workers.

¢ Improve Engagement and Procurement:

o Co-Create Strategy: Move from merely consulting diverse communities to co-
designing business support programmes with their leaders.

o Provide Clear Guidance: Issue simple guidance that instructs procurement
teams to consider cross-departmental impacts.

o Unify Access: Create a single GOV.UK entry point for procurement and grant
opportunities with VCSE filters and saved searches to address the fragmented
support landscape.

explicit recognition of neurodiversity and a radical shift in how social value is defined,
procured, and measured to ensure true impact, particularly in education and
innovation.divergent thinking, hyperfocus, and pattern recognition, which are crucial for
start-ups and innovation-driven sectors. Barriers are often invisible, such as standard financial
application processes that rely on linear thinking or text-heavy formats, which can exclude
those with dyslexia or autism.Stigma Reduction: Dedicated public funding is needed to train
accelerators and angel networks on the business case for neurodiversity, countering the
stigma that views it as a financial risk.

o

Strategy, Infrastructure, and Geographic Balance
The sector's ability to flourish depends on coordinated investment in infrastructure and a
change in geographic focus:

e The Northern Divide: There is a strong call for the Government to stop only looking to the
South and pay more attention to the brilliant diverse business models coming out of
regions like Yorkshire and Greater Manchester, demanding they be taken more
seriously for growth, market, and finance opportunities.

e Infrastructure Investment: An England strategy should explicitly focus on investmentin
ecosystem buildings A practical solution proposed is the creation of Cooperative and
Social Enterprise Development Agencies at the regional level, co-funded by the sector
and regional government.

e Strategic Growth Focus: A clear strategy for England should include:

1. Stimulating SE start-up.

2. Improving markets (public, private, and general public).
3. Increasing investment into SEs.

4. Improving business advice for SEs.



5. Investmentin ecosystem building.

6. Campaigning and advocacy at all levels.
Lived Experience is key: multiple contributors offered to share their personal journey
and lived experience of running a social enterprise, underscoring the vital need for the
Inquiry to engage directly with founders.



