
SUBMISSION FROM THE SCOTTISH SOCIAL ENTERPRISE COALITION 
 
Introduction 
1. Social enterprises are businesses that trade to deliver social and 
environmental purposes.  
 
2. The Scottish Government defines social enterprises as “Businesses that 
compete in the open market for contracts or sales but combine their trading 
with social, community or environmental aims. They are sometimes referred 
to as ‘more-than-profit’ businesses because they reinvest their profits in the 
business or the community.” 
 
3. Social enterprises exist to make a profit just like any private sector 
business. However, instead of being driven by the need to maximize profit for 
shareholders or owners, social enterprises exist to address market failure with 
any profits or surpluses made reinvested into social and environmental 
purposes; for example providing employment opportunities to the long term 
unemployed. Without making a profit, social enterprises cannot meet their 
social and environmental objectives; they must trade to be sustainable. 
 

Profit                                               √
Shareholders                                 ×
Social benefit                                 √
Trading                                           √

 
4. The Scottish Social Enterprise Coalition is the national collective voice for 
social enterprise in Scotland and we champion enterprising activity across the 
third sector. We are a membership-led organisation, representing the needs 
and views of a wide range of social enterprises, emerging social enterprises, 
their networks and trade bodies. Latest estimates are that there are 
approximately 3000 social enterprises in Scotland providing a combined 
turnover of around £2bn – including co-ops, housing associations, 
development trusts, social firms and credit unions. Key sectors include 
culture, food, housing, recycling, retail and tourism. 
 
Committee Questions 
5. Social enterprise: the term still seems quite new, though the world's first 
social enterprise opened its doors in 1769 when the weavers of Fenwick 
North Ayrshire decided to bulk buy oatmeal as a co-operative. Quite simply 
businesses that trade specifically to deliver a social purpose have grown and 
prospered from this humble beginning to become organisations with a multi-
million pound turnover delivering, amongst other things, financial services for 
some of the most vulnerable members of society. 
 
6. The Scottish Social Enterprise Coalition has answered the following 
Committee questions. 
 
Q2. What evidence do you have on the issue of the availability and the 
cost of credit and what effect have the initiatives undertaken by the 
banks, government bodies, regulators and others had? 



 
7. More than profit financial institutions such as credit unions and community 
development finance institutions (CDFIs) have seen a sharp rise in both the 
number of applications for business finance as well as a rise in the number 
they decline; while Coalition members tell us they find it more difficult to get 
overdrafts and loans from traditional credit providers.  
 
8. This is especially true for existing businesses with tight cash flow, start-ups 
and growth companies where the directors are asset-less.  If an overdraft is 
being used on a regular basis this is termed ‘hardcore’.  Banks are reducing 
hardcore overdrafts – sometimes with only a months’ notice.  Overdraft 
renewals are not automatic and high fees and a desire for more security to 
back the overdraft is prevalent, while those offered loans are finding the rates 
prohibitive. Furthermore, social enterprises that have factoring plus an 
overdraft but want to move their factoring to another cheaper provider can be 
told to repay the overdraft as the ‘factored’ product partially secures their 
overdraft.  This can make it difficult for businesses to get the best deals as 
well as reducing the overall choice of finance products available to the client. 
 
Q3. What changes can be expected as part of the ongoing and future 
restructuring plans in the financial services sector within Scotland? 
 
9. It is important to differentiate between the banking sector and the wider 
financial sector in Scotland which includes services such as insurance, 
financial advice, asset management and stock broking. These sectors are still 
growing in Scotland, for example Tesco will create 800 new jobs by opening a 
banking call centre in Glasgow as it vastly expands its financial services 
division. 
 
10. However, recognising the changes to the banking sector, it is inevitable 
that there will be redundancies primarily in Edinburgh with jobs switching to 
London. This loss of prestige and skill base to Scotland could have 
devastating long term effects for the Banking and Financial Sector in Scotland 
unless appropriate steps are taken to remedy this (see question 4).   
 
11. Another consequence will be branch rationalisation, with Lloyds unlikely to 
support the continuation of as many distinct HBOS and Lloyds branches 
across the country. 
 
12. Also, banks are being scrutinised more carefully in terms of their overall 
portfolios and will be directed to create better balance in their portfolios to 
avoid the risk of particular markets.  This might be beneficial in some ways, 
with banks who have been least affected by the financial crisis like Clydesdale 
and Abbey moving more heavily into business banking.  However, it must be 
assumed that the cost of policing these new regulations may add cost to 
overall banking. 
 
Q4. How might these changes affect the business and retail banking 
market in Scotland, access to project finance, a reduction in competition 
on the ‘high street’ for lending, the plans for the retention of functions 



and ‘headquartering’ etc and what can the public sector in Scotland do 
to ensure the best possible result for Scotland? 
 
13. Changes to the banking and financial sector will undoubtedly have long 
term consequences in Scotland, most visibly the bank rationalisation process 
discussed above. At the turn of the year, many banks were refusing credit 
applications from organisations that were previously considered credit worthy. 
While this position has softened in recent months, Coalition members tell us 
they find it more difficult to get overdrafts and loans from traditional credit 
providers (see question 1). 
 
14. However, the Coalition does not recognise that there has been a reduction 
in competition on the high street. While HBOS and Lloyds have merged, other 
banks have recognised the opportunity to more aggressively move into the 
high street lending markets, (exploiting the concerns that consumers have 
with the partially nationalised banks) as Barclays, HSBC and the Co-op have 
all recently expanded on their existing high street presence. 
 
15. As discussed above, the gradual move from Scotland of many of the 
decision makers (weakening of head quarters) could have negative long term 
affects for the Banking and Financial Sector in Scotland. However, there is 
scope for the public sector to help rebuild Edinburgh and Scotland's reputation 
as a financial sector. One such duty could be to create a transition fund to 
help subsidise the wages of former bank employees who agree to take up 
short term, voluntary placements in the wider financial sector including the 
credit union movement. This would facilitate the retention of banking skills in 
the wider financial sector, while also assisting individuals gain permanent 
employment opportunities. The Chamber of Commerce is currently facilitating 
such a scheme but providing voluntary placements only; yet with the 
appropriate funding and remuneration available this may be a viable option for 
more individuals who will keep the skill base of Scotland's financial services 
high. This is a necessary step in attracting financial services providers to 
Scotland and rebuilding the sector. 
 
Q7. What are your views on the current efforts across the public sector 
in Scotland to respond to the recent difficulties in the financial sector in 
Scotland and what, if anything, needs to change in the future as the 
situation develops? 
 
16. There are various interventions across the public sector to increase the 
supply of business loans funds. These bodies should work in consultation with 
existing non-profit and profit providers as the solutions may be found within 
the existing providers. It may be possible to improve products by having these 
separate bodies working together to provide loan finance.  
 
17. One of these interventions is the recent proposal for a Scottish 
Government Third Sector Resilience Fund. The Coalition welcomes this fund 
but believes support must be targeted to organisations which can 
demonstrate that they are sustainable in the long-term and deliver a high 
value social benefit.  However, the Coalition believes the Fund should be 



composed of grants and interest free loans with delayed payment and draw 
down facilities. This would create a level of sustainability within the Fund, as 
loans are repaid, while also requiring prudent business discipline on the part 
of recipients.  
 
18. The Government should also be promoting alternatives like mutuals and 
credit unions and supporting these with more funds. For example, Scotland 
has 500 commercial co-operatives, co-owned businesses and mutuals with a 
combined £4.6bn turnover, £22bn of assets, 27,000 employees and more 
than 2.1 million members. While all public bodies, particularly the Scottish 
Government, should be seen to be rewarding banks that operate according to 
some ethical code (probably voluntary) or that use positive ethical screening 
for investments, by banking with them. For example, Triodos Bank, which only 
lends to businesses and charities judged to be of social or ecological benefit, 
has of late seen unprecedented growth. 
 
19. The Coalition welcomes the imminent UK legislation which will allow credit 
unions to pay interest on accounts, pay any dividends they choose to 
shareholders and allow them to provide banking services to charities and 
community organisations. This is a great boost to the social enterprise sector 
as it will allow credit unions to expand their client base and deliver low cost 
loans to individuals and organisations who previously couldn't access credit 
from traditional sources.  
 
Q9. How should Scotland differentiate itself and promote itself as a 
financial services centre in the future and what steps are being taken by 
our competitors in this respect? 
 
20. Scotland has a huge skill base in the financial sector that is not 
consolidated in our banking sector alone. However, our high skill levels must 
be retained and enhanced if we wish to promote ourselves as a successful 
financial sector; without high quality graduates wanting to work in the financial 
sector in Scotland we will be unable to attract financial services providers to 
Scotland. 
 
21. However, the tragedy will be if, as is looking increasingly likely, the 
financial sector returns to “business as usual” with the continuation of much of 
the activity which led to the current recession. The Scottish financial sector 
will be a smaller and even less significant part of the generic international 
finance sector with job losses and headquarters closing in Edinburgh. 
However, there is an opportunity to re-examine how we do business in 
Scotland and expand that part of the banking provision which is ethical, 
community focused and genuinely supportive of the development of small and 
medium sized enterprise (which is the real driver within any economy) – and 
create a genuinely different banking and financial sector within Scotland. 
 
22. At a time when United Kingdom financial institutions are seeking to rebuild 
public confidence and regulatory changes are being considered, it is also 
timely to consider a Community Re-investment Act (CRA). 
 



23. A CRA would ensure that if Society via Government underwrites systemic 
risks in the financial markets, then those financial institutions engaging directly 
with the general public (banks, insurance companies, investment managers 
such as pension funds) have a duty to ensure that the whole of society is able 
to access their services.  
 
24. A CRA would compel financial organisations to engage with, design 
services for, and invest in people and businesses in poor neighbourhoods, 
least able to withstand the consequences of financial market failures in other 
parts of a system, over which they have no stake or control.  
 
25. In the USA, the 1977 Community Reinvestment Act sought to address 
discrimination in loans made to individuals and businesses from different 
areas or neighbourhoods and latterly was amended to ensure the CRA could 
prohibit mergers or takeovers without such compliance. The Office of the 
Controller of Currency assesses a national bank’s record of helping to meet 
the credit needs of its entire community, including low- and moderate-income 
neighbourhoods, consistent with safe and sound operations. It also mandates 
that the agency consider that record in its evaluation of a bank’s application 
for new branches or relocation of an existing branch, bank mergers and 
consolidations, and other corporate activities. 
 
26. CRA is not perfect however; accusations that it was a contributory feature 
to the USA credit crunch are entirely specious. CRA has chosen to route a 
substantial portion of its engagement and investment in the community 
development finance institutions (CDFIs) thereby strengthening that network. 
Substantial investment via the CDFIs has been used as part of the response 
to the credit crunch and this is the model by which we would envisage its role 
in Scotland and the UK. 
 
27. Finally, the number of payday loans has grown in the UK recently: 
between August 2007 and June 2008, the number of loans made grew by 
more than 130%. The growing popularity of these loans is not only 
exacerbating personal debt but also leading to consumers being exploited by 
loan sharks with many lenders offering loans with APR in excess of 1000%. 
Typically it is the most vulnerable groups in society who are exploited by this 
action. That is why the Coalition supports the growing calls from consumer 
groups to see a maximum interest rate applicable to this type of loan finance. 
While recognising there will be a debate about what level the maximum rate 
will take, we believe it is indefensible for any organisation to charge 
consumers annual interest rates equating to more than 100% of the loan let 
alone 1000%.  
 
28. While recognising financial regulation is a reserved matter, the Scottish 
Parliament must lend its weight and press Westminster for action in this area. 
 



Members 
Aberdeen Day Project Ltd (The Bread Maker) 
Aberdeen Foyer 
Aberlour Child Care Trust 
ACE Credit Union Services 
Action for Change (Scotland) 
Argyll & Bute Social Enterprise Network 
Association of British Credit Unions Ltd 
Autism Initiatives 
Bookdonors 
BRAG Enterprises 
Buchan Dial-a-Community Bus 
Calman Trust 
Camphill Scotland 
CBS Network 
CEiS 
CEMVO Scotland 
Centre of Health and Wellbeing 
Churches Action for the Homeless 
Claverhouse Group 
Common Strategy 
Community Care Providers Scotland 
Community Energy Scotland 
Community Enterprise 
Community Recycling Network for Scotland 
Community Retailing Network 
Community Transport Association 
Community Woodlands Association 
Compassion 'n Action 
Co-operation & Mutuality Scotland 
Co-operative Development Scotland 
Co-operative Education Trust Scotland 
Cornerstone 
Cunninghame Housing Association 
Development Trusts Association Scotland 
Dunedin Canmore Housing Association 
Eeksie Peeksie Publications (Good Company Magazine) 
Employers for Childcare 
First Port 
Fly Right Dance Company 
Forth Sector 
Furniture Plus 
Govanhill Housing Association 
Grampian Housing Association 
GREC Graphics 
Haven Products 
HISEZ 
Impact Arts 
Institute of Local Television 
Institute of Occupational Medicine 



Inverclyde Association for Mental Health 
Link Group 
McSence 
Media Co-op 
Moray Social Enterprise Network 
Mull & Iona Community Trust 
North Glasgow Housing Association 
Port of Leith Housing Association 
Princess Royal Sports & Community Trust 
Scottish Borders Social Enterprise Chamber 
Scottish Federation of Housing Associations 
Scottish League of Credit Unions 
Senscot 
Social Enterprise Academy 
Social Enterprise Clydebank 
Social Firms Scotland 
Social Investment Scotland 
Speyside Trust (Badaguish Outdoor Centre) 
Spruce Carpets 
The Big Issue Scotland 
The Clean Close Company 
The Engine Shed 
The Kibble Centre 
The Melting Pot 
The Wise Group 
UK Credit Unions 
Unity Enterprise 
With People 
You Can Cook 
 
 



Associates 
ACOSVO 
Creation Ltd 
Fife Social Economy Partnership 
Glasgow Caledonian University 
Glasgow East Regeneration Agency 
Glasgow South West Regeneration Agency 
MacRoberts 
R.I.E.R. Social Economy Partnership 
Royal Bank of Scotland 
Scottish Chambers of Commerce 
Scottish Council for Development and Industry 
Scottish Urban Regeneration Forum 
Shell UK 
Social Enterprise Alliance Midlothian 
Standard Life 
The Faculty of Advocates Free Legal Services Unit 
The Scottish Parliament and Business Exchange 
Triodos Bank 
Unity Trust Bank 
Volunteer Centre West Lothian 
 
 
Individual Associates 
Janet Barnes 
John Cairns 
Isobel d'Inverno 
Martin Meteyard 
Jackie Scutt 
Kenneth Tomory 
Paul Zealey 
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