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ABSTRACT

his paper draws upon institutional and legitimacy theories to consider whether

the Big Society may lead to unintended consequences for social enterprise
organisations (SEOs). Policy pressures are forcing not-for-profit organisations
(NFPOs) to become more business-like through the social enterprise model.
However, in doing so, NFPOs risk ‘mission drift’, with their traditional roles
being threatened due to capacity constraints. Moreover, there are concerns that
the increasing privatisation of public services may crowd out genuine SEOs.
While focusing on SEOs operating in the United Kingdom, the issues raised are
also pertinent to academics and policy-makers within the Republic of Ireland.

INTRODUCTION

While the term “social enterprise” has come to the fore more recently, defining it is
fraught with difficulties. Although the literature provides a range of definitions, the
concept remains pluralistic, contextual and contested. Indeed, Kerlin (2010) con-
cluded that not only do different countries adopt alternative definitions of social
enterprise, but that even broader divisions exist in terms of the understanding, use,
context and policy for social enterprise. This paper contributes to this debate by
discussing social enterprise in the context of the public, for-profit and not-for-profit
sectors and developing two models to illustrate this. Moreover, drawing upon insti-
tutional and legitimacy theories, together with the concept of marketisation, the
paper considers whether the Big Society agenda, a key tenet of the United King-
dom (UK) Coalition Government’s vision for reforming public services, may lead to
unintended consequences for social enterprise organisations (SEOs). With respect
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to the Big Society, while there is debate about how it is operationalised, in broad
terms it involves empowering communities, encouraging social action and opening
up public services (House of Commons, 2012). Regarding SEOs, which are at the
heart of the Big Society, these are organisations which use business to tackle social
problems, improve people’s life chances and protect the environment. However,
as institutional theory suggests that organisations will adopt the practices of those
that dominate, there is the possibility that, in time, SEOs may resemble for-profit
organisations.

The not-for-profit (NFP) sector consists of a variety of different organisations.! In
the UK, charities play a dominant role within the sector and have a long history of
making a vital contribution to society, one which has been enhanced in recent years
as more and more have become engaged in the design and delivery of public ser-
vices. The current high esteem in which UK charities are held can, at least in part,
be attributed to actions taken following a report by Bird and Morgan-Jones (1981),
which identified significant failings in charity reporting that if left unchecked had
the potential to undermine trust in the sector. As a result, a number of steps, both
regulatory and voluntary, were taken to encourage and promote accountability
within the sector. These included the development of a Statement of Recommended
Practice (SORP) on charity accounting. The first charity SORP was issued in 1988,
with subsequent iterations in 1995, 2000 and 2005. Other drivers include the publi-
cation of Private Action, Public Benefit: A Review of Charities and the Wider Not-for-Profit
Sector (Strategy Unit, 2002), which called for the sector to develop greater account-
ability and transparency to build public trust and confidence, together with the
publication/revision of charity legislation and the establishment/strengthening
of regulatory bodies to oversee, promote and encourage accountability within the
sector.?

In terms of the format of the paper, the next section places the Big Society in
its historical context. Then, after defining the term ‘social enterprise’, the role of
SEOs is considered and the blurred boundaries between NFP and for-profit organi-
sations with respect to the provision of public services are discussed. After that,
government policy in relation to the promotion of social enterprise is considered
in the context of the Big Society and, utilising institutional and legitimacy theories,
possible reasons for both NFP and for-profit organisations embracing the social
enterprise model are suggested. Finally, the (un)intended consequences of the Big
Society agenda for SEOs are assessed before the paper concludes.

THE RATIONALE FOR THE BIG SOCIETY

Most countries around the world recognise the importance of the NFP sector in the
development and delivery of welfare provision. Since the 1980s UK governments
have attempted to create more efficient markets for public goods by opening up the
market for the delivery of public services to providers from the private and NFP
sectors on a ‘best value’ basis (Newman, 2007). This process accelerated under New
Labour, with a considerable expansion of government support for the sector and
NFPOs being given an enhanced role in economic policy (Haugh and Kitson, 2007).

20

AFG2015.indb 20 @ 13/02/2015 10:05:05



®

(Un)Intended Consequences of the Big Society for Social Enterprise Organisations

This support included major new programmes of ‘horizontal” funding which aimed
to provide funding for organisations across the sector, contrasting with previous
policies which had often focused on ‘vertical” streams linked to particular service
areas (Alcock, 2011). Often referred to as the ‘third way’ (Giddens, 1998), this rep-
resented a step change in government support for the NFP sector and it led to an
unprecedented political and economic profile for the sector (Alcock and Kendall,
2011). Although the term ‘third way’ lacked clarity and fell out of favour, policies
associated with it included repositioning the state as a guarantor, not necessarily a
provider, of public services, and emphasising mutualism, active governance and
accountability (Gover, 2009). The establishment of an Office for the Third Sector®
in May 2006 marked the political acceptance, and social construction, of the NFP
sector as a distinct grouping with its own identity and rationale.

While the NFP sector policy developed by New Labour is still being evaluated, it
is considered to have introduced a new spirit of partnership with government lead-
ing to a new-found ‘strategic unity” across the sector based on a closer commitment
to policy engagement (Alcock, 2010). However, some argue that with the increased
support came new problems, not least the shift towards greater use of contracts for
services with all their attendant regulatory and accountability frameworks, leading
to a fear that independence could be challenged by incorporation and isomorphism
(Smerdon, 2009).

Since 2010, there has been a policy shift under the UK Coalition Government.
This has taken the form of a new policy discourse centred on the desirability of
promoting the Big Society, to be contrasted with the ‘Big Government’ that New
Labour had supposedly advanced. This would bring about changes in the rela-
tionship between government and citizens, in particular by shifting the balance of
government support for voluntary and community action. However, the danger in
viewing things through a neoclassical lens that excludes the possibility of behav-
iour not bound by market exchange and rational choice is the risk of creating a
world which loses sight of values such as reciprocity and philanthropy (Tsakal-
otos, 2005). Viewing NFPOs through this lens has valorised commercial revenue
(Eikenberry, 2009) and, as a consequence, it is argued that NFPOs are behaving
more like businesses in replacing traditional sources of revenue with commercial
revenue because they are expected, or even compelled, to do so, rather than from a
rational assessment of the financial and social implications (Dart, 2004; Eikenberry
and Kluver, 2004).

This recognition of the NFP sector and the growing emphasis being placed upon
civil society (i.e. civic engagement and involvement) and social capital (i.e. con-
nections among individuals) are reflected in the Big Society, an ideology driven by
the vision of the UK Coalition Government to redefine and transform the relation-
ship between the state and its citizens. Indeed, it is argued that the title ‘Office for
Civil Society” (rather than “Third Sector”) is consistent with the broader concept of
a Big Society. Although, perhaps unlike the term ‘third sector’, the notion of a ‘civil
society” is more of a theoretical idea rather than a way of classifying organisational
forms (Evers, 2010).

In May 2010, at the launch of the Big Society programme, the UK Coalition Gov-
ernment announced that social enterprise was at the heart of its reform of public
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services as part of the Big Society agenda. The Cabinet Office (2010) subsequently
published its strategy to support and strengthen the NFP sector so that NFPOs could
realise the opportunities being made available as part of the Big Society. Specific
policy initiatives include a commitment to make it easier to set up and run chari-
ties, SEOs and voluntary organisations; and giving public sector workers the right
to form employee-owned cooperatives to deliver public services (Cabinet Office,
2010). In essence, the Big Society is about community empowerment (giving local
councils and neighbourhoods more power to take decisions and shape their areas),
social action (encouraging and enabling people to play a more active role in society)
and public service reform (opening up public services to enable NFP and for-profit
organisations to compete to offer high-quality services). This is reflected in the pub-
lication of the Open Public Services White Paper in July 2011 (Open Public Services
and Cabinet Office, 2011), which sets out the principles on which the Coalition Gov-
ernment’s plans for modernising services are based: increase choice, decentralise
power to the lowest appropriate level, open public services to a range of providers,
ensure fair access to public services, and make public services accountable to users
and taxpayers. It is intended that the combined effect of these principles will place
power in the hands of individuals and local communities where appropriate, with
people being able to choose the type of service they want and find the best provider
to meet their needs.

The Big Society is not a new concept. For example, notions of social action and
community empowerment can be traced back to Edmund Burke, an Irish philos-
opher and politician, who arguably personifies the philosophy and spirit of the
current UK Coalition Government. While Burke was not an enemy of the state, he
was passionately opposed to the idea that the state had a ‘carte blanche” on which
a supposedly rational government could scribble whatever it wished. Although
Burke never used the term ‘Big Society’, its principles are present in his Reflections
on the Revolution in France: ‘to be attached to the subdivision, to love the little pla-
toon we belong to in society, is the first principle (the germ as it were) of public
affections’ (Burke, 1790). Burke believed that by providing a focus for allegiance
and affection, and strengthening our sense of belonging, the ‘little platoons” help us
to know who we are and what is expected of us. The potency of his views is encap-
sulated in his belief that “society is indeed a contract .... [It is] a partnership not only
between those who are living, but between those who are living, those who are
dead, and those who are to be born” (Burke, 1790).

Indeed, the commitment to open up public services to mutuals and cooperatives
links the Big Society to the cooperative movement, first established in Rochdale in
1844 (House of Commons, 2012). Consistent with the views expressed by Burke,
Co-operatives UK (2010, p. 3) believes that “‘what makes the co-operative approach
important is that it's a way of doing things that makes it possible to harness the
drive human beings have to achieve their goals by acting together.” The Big Soci-
ety has also been linked to social action in alienated communities in 1930s Chicago,
where the aim was that poor local communities would generate power and build
relationships through their own leadership and setting their own agenda.

The current Big Society project also has roots in the theory of social capital, most
notably espoused by Putnam (1995, p. 69) who argues that declining memberships
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in civic institutions such as bowling leagues, the League of Women Voters and the
Boy Scouts have led to a weakened civil society and the development of ‘a wide-
spread tendency towards passive reliance on the state’. While Putnam’s work is not
without criticism (Tarrow, 1996, DeFilippis, 2001; Patulny, 2004), the broader social
significance of this, Putnam argues, lies in the social interaction and civic conversa-
tions over beer and pizza that solo bowlers forgo. A weak civil society means less
‘trust’ in each other and consequently a less vigorous democracy, as evidenced in
declining electoral turnouts. In contrast, Putnam believes that greater engagement
in the local community has wider benefits for society.

Norman (2010) links the Big Society ideals with the work of Michael Oakeshott,
an English philosopher and political theorist, who identified two competing types
of society or human relations: civil association and enterprise association. In the
latter, individuals are related by their agreement to cooperate in pursuing some
substantive end, for example, to make money by selling a product. In contrast,
members of a civil association have no such common goal; they are connected by
their recognition of a body of law that delimits the acceptable means through which
they can pursue their own, diverse goals. Oakeshott supported those who advo-
cated that the role of the state was to promote civil association.

David Cameron, before he became Prime Minister of the UK Coalition Govern-
ment in 2010, outlined his theory of the Big Society, and why it was his answer to
a ‘broken society’. In his speech to the Conservative Party Conference in October
2009, he stated, ‘So no, we are not going to solve our problems with bigger gov-
ernment. We are going to solve our problems with a stronger society” (Cameron,
2009a). Further details emerged in Mr Cameron’s Hugo Young lecture in Novem-
ber 2009, when he called for ‘state action” to make the Big Society project a reality:
‘Our alternative to big government is not no government .... Our alternative to big
government is the Big Society” (Cameron, 2009b).

SOCIAL ENTERPRISE ORGANISATIONS: BLURRED VALUES AND
BOUNDARIES

The term ‘social enterprise’ is wide-ranging and can capture equally well organ-
isations that seek to create employment opportunities for people with learning
difficulties or mental health problems, regenerate disadvantaged areas, or resemble
large commercial organisations whose surpluses (however defined) are distributed
for social benefit. In simple terms, SEOs are organisations driven by a social and/
or environmental mission, and they are becoming an increasingly important feature
of the public policy landscape both in the UK and internationally (for a discussion
of the key concepts of social enterprise, see Teasdale (2010a)). In different countries
the social enterprise model has become popular with policy makers and politicians
alike as it combines elements of the market, state and civil society, and appeals to
interests on all sides of the political spectrum (Kerlin, 2010). For many, SEOs have
the ability to offer an alternative approach and ethos to public service delivery com-
pared with traditional for-profit and public sector organisations. Indeed, seen as
a solution to many of society’s failures (Nicholls, 2006), SEOs are being actively
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encouraged to play a greater role in the delivery of public services, examples of
which can be found in the provision of leisure facilities, recycling services and
health and social care provision. They reflect a new kind of organisational model,
one which differs from traditional NFPOs largely because of their focus on trading.
An example of an organisation that has made the transition from being a charity
to an SEO is Bryson House in Northern Ireland (NI). However, unlike traditional
trading organisations, its main objective is not profit maximisation for shareholders
but rather the satisfaction of social needs under the constraint of economic sustain-
ability. In the current difficult economic climate, SEOs, such as Bryson House, play
a pivotal role in economic regeneration, social inclusion and the delivery of public
services.

While the exact scale and scope of social enterprise is a matter of debate, partly
due to definitional issues (see below), it is estimated that there are approximately
62,000 SEOs in the UK, contributing £20 billion to the economy and employing
over one million people (Social Enterprise Coalition, 2011). Under the Big Soci-
ety agenda, the SEO model is being promoted as a blueprint for organisations to
generate economic value in a manner that serves a social purpose. With the UK gov-
ernment seeking to open up public sector procurement, SEOs can play a vital role
in delivering critical public services and driving forward economic regeneration.
For example, KPMG was commissioned by government to undertake an evaluation
of the NI social economy. Among the recommendations of the KPMG (2011) report
was that the strategy for the social enterprise sector should be an integral compo-
nent of the overall NI economic strategy. Furthermore, in 2012, the Department of
Enterprise, Trade and Investment (NI) and the Department of Social Development
(NI) appointed a firm of consultants to undertake a scoping exercise on the size and
scale of the NI third sector and to assess the potential of community and voluntary
organisations making the transition to the social enterprise model. The final report
was published in January 2014 (Murtagh, Goggin and McCrum, 2014).

Peattie and Morley (2008) suggest that SEOs are distinguished from other organ-
isations by two attributes: the primacy of their social aims, and their trade in goods
and services in the market place. These attributes are clearly evident in the defi-
nition adopted by the Social Enterprise Coalition (2011), the UK’s representative
body for SEOs, which refers to an SEO as a business that trades for social and envi-
ronmental purposes. Similarly, the Department of Trade and Industry (2002, p. 7)
defines an SEO as “a business with primarily social objectives whose surpluses are
principally reinvested for that purpose in the business or in the community, rather
than being driven by the need to maximise profit for shareholders and owners’.
This means that an SEO does not exist for the primary purpose of creating share-
holder profit, but rather reinvests its surplus to achieve a specified social aim. As
the primacy of the social mission over all other organisational objectives is key, this
enables the inclusion of NFP and for-profit organisations with social objectives as
SEOs.

Traditionally, it is perceived that NFPOs are responsible for creating social value
and for-profit organisations for creating economic value (Figure 1); social enterprise
brings together these dichotomies, integrating social interest and market sys-
tems to create both social and economic value. Therefore, for many organisations,
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particularly those with roots in the NFP sector, the adoption of the social enterprise
model is viewed as a strategy to diversify their funding base, decrease reliance on
donors and recover costs of social programmes. One way of presenting NFP and
for-profit organisations is to consider them at opposite ends of a continuum with
SEOs falling somewhere in between (Dees, 1998). Figure 1, which illustrates the
drift from traditional NFP to for-profit organisation and vice versa, locates SEOs
on the social value side of the continuum, more aligned to the values of NFP than
for-profit organisations. In this context, SEOs are “hybrids’ choosing from a range of
social and economic activities and utilising various organisational forms.

FIGURE |:THE SOCIAL ENTERPRISE CONTINUUM

‘ Emergence of social enterprise models ‘
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activities responsibility
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Given the promotion of the social enterprise model by government for “its effec-
tive delivery of public services and for making NFPOs more financially self-reliant’
(Hardy, 2004, p. 39), it is conceivable that NFPOs are being driven towards the
economic end of the continuum. However, Defourny and Nyssens (2006) high-
light the tensions that can arise when organisations try to balance an NFP ideology
with a market mindset, while Dart (2004) describes social enterprise as a ‘blurring’
between the NFP and for-profit sectors. Indeed, the debate about developing a more
business-like perspective and moving to an SEO model is becoming an increas-
ingly salient issue for NFPOs, particularly with donation and grant income being
reduced in the current economic climate and the subsequent need to develop alter-
native sources of income.

At the present time, governments require innovative solutions to address
growing pressures such as the ageing society, climate change and the rise of life-
style-related long-term health conditions. Within the public sector, encouraged by
New Public Management ideas (Hood, 1995), social enterprise models are being pro-
moted to deliver public services with both NFP and for-profit organisations being
attracted towards such opportunities. This fits with the idea of the state taking on
a role of enabler rather than a direct provider of public services and, because of its
institutional features, the social enterprise model opens up new productive oppor-
tunities which are best suited to the supply of quasi-public and meritorious goods.
For example, because of their objective of combining social values with trading,
SEOs can create trust with customers, thereby reducing the costs of contracts linked
to asymmetric information. The public benefit nature of these organisations facili-
tates the spread of benefits beyond mere market transactions to weak groups and
the community at large. Many of these ideas have their roots within the ideology
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of the Big Society where social enterprise is increasingly seen as a key part of the
reform of public services.

If the continuum (Figure 1) is broadened to explicitly incorporate a public sector
dimension (Figure 2) SEOs can be considered to have developed across the NFP,
for-profit and public sectors in many forms (for example, trading charities, develop-
ment trusts and social firms) (Pharoah, Scott and Fisher, 2004; Ridley-Duff, 2008). A
different type of SEO exists at each cross-section, with the ideal type being located
at the crossover point of all three sectors.

FIGURE 2: CROSS-SECTOR MODEL

Social enterprise activity — typically as an NFP company (for example,
community interest companies and companies limited by guarantee)

Social
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multi-stakeholder
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Indeed, Nicholls (2006) limits “social enterprise” to the point where all three sectors
overlap. The advantage of placing SEOs within a ‘lumpy” landscape (Aiken, 2006)
is that the cross-sector model promotes an understanding not only of likely trading
activity but also of the ambiguity, origins, ethos and characteristics of social enter-
prise activity (Pharoah et al., 2004; Seanor and Meaton, 2007).

Given the blurring of the boundaries between the three sectors and responsibil-
ity for public service delivery, there is a danger the social enterprise movement will
be hijacked by traditional for-profit organisations jumping on the social enterprise
bandwagon. Indeed, one of the final acts of the Labour administration before the
2010 general election was to widen the social enterprise construct to incorporate
mainstream businesses with a social conscience (Teasdale, 2010b). Moreover, the
broader title of Office for Civil Society (see earlier), rather than the more clearly
defined Office for the Third Sector, perhaps illustrates a desire to blur the boundaries
between sectors to provide a larger space for the Big Society and social enterprise to
develop. In fact some, including Harding (2010), are promoting a move in the UK to
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recognise mainstream for-profit businesses as social enterprises, with the risk being
that, as the policy construct develops, any defining characteristics are reduced to
trading for a social purpose (Peattie and Morley, 2008).

TOWARDS LEGITIMATION OF THE SOCIAL ENTERPRISE MODEL FOR
PUBLIC SERVICE DELIVERY

The capitalist system is under enormous pressure and for-profit organisations are
increasingly being viewed as a major contributor to social, environmental and eco-
nomic problems. The social contract with business is in a state of flux and questions
have been raised over the ‘legitimacy’ of business which is perceived as having a
narrow short-term financial performance focus. Friedman’s (1962) influence and
the ideology of shareholder value reinforce each other and cater to only one con-
stituency - shareholders. Friedman contends that neither should government be the
patron of an individual, nor should that person consider themselves a servant of
the government. He argues that, in a real democracy, the nation exists only for the
will of the people and that government is a means towards an end, nothing more.
Making a clear connection between economic freedom and political freedom, Fried-
man asserts that free markets are not a luxury but the very basis of personal and
political liberty.

In contrast, Porter and Kramer (2011) argue that traditional for-profit organisa-
tions must reconnect with society in order to develop a principle of ‘shared value’,
which involves creating economic value in a way that simultaneously creates value
for society. In this respect, SEOs, because they are not constrained by narrow short-
term traditional managerialist objectives, are ideally placed to deliver profitable
solutions to social problems. Therefore, the Big Society and its promotion of social
enterprise could be a means by which for-profit organisations regain legitimacy.
Porter and Kramer argue that business and society have been pitted against each
other for too long, in part because neoclassical economists, such as Friedman, have
legitimised the idea that to provide societal benefits, companies must temper their
economic success. They believe that a company’s social responsibility happens
through the sustained success of business activities that simultaneously generate
business and social value. Indeed, Chang (2011, p. 252), referring to the recent finan-
cial crisis, suggests that the fundamental theoretical and empirical assumptions
behind free market economics are highly questionable, although Aakhus and Bzdak
(2012) question whether the shared value concept has progressed much beyond the
1950s” mantra that “what is good for business is good for society.”

Based upon the previous discussion, and as illustrated in Figures 1 and 2,
NFP and for-profit organisations may seek to legitimise their activities by align-
ing themselves with the values of social enterprise. In attempting to understand
the emergence of social enterprise as a new organisational form within the NFP
and for-profit sectors, institutional theory is a useful framework to help understand
the social enterprise domain. Institutional theory is concerned with exploring the
way an organisation relates to its environment, and its reasons for adopting certain
structures, cultures, routines and practices (Scott, 1995). Organisations find value
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in compliance with institutional expectations, because through such compliance
they receive the prestige, stability, access to resources and social acceptance they
require in order to survive (Meyer and Rowan, 1977). As the social enterprise model
evolves there is likely to be more emphasis on market orientation for income gen-
eration, with a normative ideology surrounding market-based solutions becoming
pervasive in the thinking and management of NFPOs (Eikenberry, 2009).

Indeed, in the 2010 Queen’s Speech, the UK Coalition Government pledged to
support the growth of social enterprises, open up public sector markets and enable
public sector workers to form employee-owned cooperatives. Then, in February
2012, the Public Services (Social Value) Act was passed, requiring all public bodies
in England and Wales to consider how the services they commission and procure
might improve the economic, social and environmental well-being of the area.
The core aim of the Act is to ensure that government and local authorities publish
strategies to promote and enhance social enterprise. While NFPOs and SEOs are
those most likely to benefit since they already explicitly work to create social value,
for-profit organisations can be expected to bid for public service contracts and dem-
onstrate similar social credentials. However, Edwards (2008, p. 49) argues strongly
that marketisation “has the potential to endanger the most basic value of the NFP
sector - availability of “free space” within society for people to invent solutions to
social problems and serve the public good'.

There are wider societal pressures at work within the for-profit sector which are
casting doubt on the appropriateness of the traditional shareholder value model.
Thus, for-profit organisations may seek legitimacy by moving towards social enter-
prise (Figure 1). Rather than view the NFP sector as a rational response to failures in
the market or state (Salamon, 1995), institutional theory offers explanations for the
emergence of social enterprise that are more sociological. Changing societal expec-
tations in terms of delivering goods and services in a more sustainable way has
become a powerful force for paradigm change in how the distinction between for-
profit and NFP sectors is viewed. Indeed, it could be argued that the Big Society
agenda will encourage NFP and for-profit organisations to become SEOs, arguably
for different reasons. In the context of institutional theory analysis of SEOs, Dart
(2004, p. 415) noted:

From an institutional perspective, legitimacy is ... the means by which organisations
obtain and maintain resources ... and is the goal behind an organisation’s widely
observed conformance (or isomorphism) with the expectations of key stakeholders in
their environment.

The institutional legitimacy perspective emphasises sector-wide dynamics that are
beyond the purposive control of any single organisation. On this basis, manag-
ers will react to changes in their environment to make their organisations respond
(conform) to societal expectations. This can promote organisational legitimacy (in
for-profit organisations) and bring further benefits in terms of additional resource
streams (for NFPOs). Clearly, for SEOs, the establishment and maintenance of
credibility and trust with a wide range of stakeholders is critical to their right to
operate. In addition, the social enterprise model could enhance organisational
legitimacy because it enables access to resources and gives certain stakeholders
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social acceptance. Indeed, the government may find these organisations legitimate
because they offer innovative solutions to social problems and may indicate that the
Big Society is also about legitimising funding cuts.

In the context of SEOs, Dart (2004) highlights three levels of legitimacy: prag-
matic, moral and cognitive. Pragmatic legitimacy involves external stakeholders
asking the questions, what am I getting from this organisation and does it meet
my expectations? In contrast to pragmatic legitimacy, Suchman (1995) suggests
moral legitimacy is based on normative estimations of whether an organisation
fits accepted societal frameworks of behaviour or not. In effect, moral legitimacy
is accorded to SEOs that mimic free market models because of the acceptability of
the ideological principles associated with social enterprise. With respect to cogni-
tive legitimacy, it is unthinkable for the organisation to be anything other than what
it is. On this basis, an organisation is legitimate because it is accepted or taken for
granted that its intentions are noble. Arguably this applies to well-known NFPOs,
with institutional theory supporting the notion of organisations seeking to achieve
this form of legitimacy.

DiMaggio and Powell (1983) identify three mechanisms through which insti-
tutional isomorphic change occurs, each with its own antecedents: (a) coercive
isomorphism that stems from political influence and problems of legitimacy. This
type of isomorphism results from the formal and informal pressures exerted by
other organisations on which organisations are dependent and by cultural expec-
tations in the society in which the organisations operate; (b) mimetic isomorphism
resulting from standard responses to uncertainty; and (c) normative isomorphism
associated with professionalisation and norms that are both internalised and
imposed by others (Scott, 1995). Moral legitimacy is therefore closely associated
with isomorphic pressures from society and other key stakeholders to which man-
agers often conform. In other words, moral legitimacy reflects a type of mimetic
isomorphism that leads to SEOs copying established business practices.

Within the for-profit sector a form of coercive isomorphism can be observed, as
evidenced by the questioning of the traditional maximisation of shareholder value
model. The legitimacy of for-profit organisations has been questioned and change
is being imposed, albeit slowly, by societal expectations and powerful political and
academic voices. According to Porter and Kramer (2011), corporations are now
being coerced into adapting new business practices which better connect with and
meet social expectations. It may be the case that, in terms of reporting and evaluat-
ing performance measures such as social return on investment, the for-profit sector
may itself begin to emulate, over time, the practices operated by successful SEOs. Of
course, it may be that these organisations are putting in place particular processes
purely to impression manage certain aspects of legitimacy, as being perceived as an
SEO may enhance organisational legitimacy and bestow more favourable treatment
from funders and customers (Teasdale, 2010a). In other words, the resulting institu-
tional image can sometimes be more apparent than real.

Recent developments in terms of the Big Society (together with government
spending cuts) have increased the ambiguity surrounding the identity of organi-
sations that operate within the NFP sector. It could, however, be argued that SEOs
bring with them a moral legitimacy that belies the need for mimetic behaviour, even
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in a period of instability and uncertainty. Therefore the focus on being part of the
Big Society and obtaining legitimacy may result in both NFP and for-profit organi-
sations converging towards the social enterprise model for very different reasons.

(UN)INTENDED CONSEQUENCES

Although the literature provides a range of definitions of what social enterprise
is (Defourny and Nyssens, 2006; Peattie and Morley, 2008), the concept remains
contentious. It is within this context that this paper explores the (un)intended con-
sequences of the Big Society for SEOs and their implications for policy makers. To
date, there has been little attempt within the academic literature to connect organi-
sational theories with major policy pronouncements in the context of SEOs. This
paper contributes to the theoretical debate by utilising institutional and legitimacy
theories to consider whether the policies designed to deliver the Big Society values
may lead to unintended consequences for SEOs.

As discussed earlier, there is ambiguity as to what the term ‘social enterprise’
actually means and a lack of understanding of the organisational model. This, in
combination with the blurring of the boundaries between the NFP, for-profit and
public sectors, has resulted in the social enterprise construct becoming a force for
change by which both NFP and for-profit organisations can attempt to gain and
maintain legitimacy. The Big Society is arguably the first signal by the UK Coali-
tion Government of its belief that the current relationship between the state and
the market has failed. However, the Big Society agenda has significant unintended
consequences for SEOs involved in the provision of public services. These include
the risk of mission drift, the blurring of accountabilities for public services and the
crowding out of social enterprise and NFPOs. Each of these is now discussed.

Risk of Mission Drift

Neither side of the public-private partnership appears able to provide all the public
services required in modern society, with the consequence that NFPOs are being
asked to fill this void. Also, policy pressures, including the contracting out of public
services, are forcing NFPOs to become more business-like and generate income
through the social enterprise model. However, in doing so, these organisations risk
‘mission drift’ in terms of their public benefit objectives. Furthermore, if NFPOs
move away from their traditional role questions arise as to whether the traditional
public benefit functions provided by NFPOs will be threatened due to capacity
constraints. Cairns, Harris and Young (2005) draw attention to the challenges of
building capacity in NFPOs as they are drawn ever more closely into the delivery of
public services. These include maintaining organisational distinctiveness and inde-
pendence, together with developing the necessary skills for both new services and
determining organisational strategy.

SEOs are central to the UK Coalition Government’s plans for public reform and
the creation of the Big Society. The widescale reductions in public expenditure in
the UK and Republic of Ireland present both opportunities and challenges for SEOs.
For example, as a result of policy initiatives designed to encourage a greater role

30

AFG2015.indb 30 @ 13/02/2015 10:05:06



®

(Un)Intended Consequences of the Big Society for Social Enterprise Organisations

for SEOs in providing mainstream public services, the boundaries between SEOs
and other types of organisation have become increasingly blurred. The govern-
ment’s widespread use of NFPOs to deliver a growing variety of public services
has raised questions about the continuity and sustainability of the NFP sector in its
current form and has led to calls for greater accountability. The evolving role of the
state from provider to enabler has increased calls for NFPOs to report information
about their performance (outputs and outcomes) to facilitate benchmarking of costs
and effectiveness. Eikenberry (2009) warns of the risks for NFPOs of being colo-
nised by the market and suggests that adopting the discourse of the market will not
encourage more deliberate or participatory democracy in NFPOs. Moreover, there
is a danger that the pressure to formally discharge accountability externally may
discourage traditional NFP sector supporters and volunteers from embracing the
social enterprise concept and the Big Society agenda.

Blurring of Accountabilities for Public Services

Policy pressures for change within the NFP sector through increased use of the
social enterprise model is a key feature of the Big Society agenda. However, there
are strong counter-pressures on NFPOs to resist change, safeguard their distinctive
characteristics and defend their organisational boundaries, especially as there is a
danger that established NFPOs become junior partners with for-profit organisations
in the provision of public services. There is a real possibility that as NFPs and for-
profits converge a blurring of accountabilities for public services will begin to occur.
Such lack of clarity becomes more problematic if service provision is fragmented
(which might easily occur if one neighbourhood’s priorities differ from those of
another) or the service providers fail, thus calling into question the subsequent role
and responsibilities of the state. Moreover, while the Open Public Services White
Paper promises accountability through choice and decentralisation, the mecha-
nisms required to achieve this could mean multiple layers of audit, inspection and
oversight. In addition, the perceived enthusiasm for direct, local involvement may
prove unrealistic, particularly in the longer term.

Crowding Out of Social Enterprise and Not-for-Profit Organisations

The for-profit sector cannot be divorced from discourses on the Big Society since it
encourages for-profit organisations to engage more fully with society and govern-
ment. At a point when the reputation of for-profit organisations is at an all-time
low, they are being pushed to integrate social issues into their business strategies
and put the same focus into social issues as they do brands and customers. At the
same time as the Big Society is promoting a much bigger role for SEOs in the deliv-
ery of public services, legitimation pressures, augmented by the current financial
crisis, are leading for-profit organisations to be more overtly socially responsi-
ble. However, there is a real risk that these organisations will crowd out genuine
SEOs in terms of capacity and financial resources and the Big Society idea will be
dominated by Big Business. On the other hand, if for-profit organisations do not
genuinely engage with social enterprise, this may not only damage their longer-
term reputation in the eyes of salient stakeholders but also the concept of social
enterprise.
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Alcock (2010, p. 384) suggests that the use of NFPOs to compensate for reduced
welfare spending is predicated on the assumption that public welfare provision
has ‘crowded out’” voluntary action. Bubb (2010) argues that detailed policy plan-
ning is required for the Big Society to move from romanticism to reality. Although
the Big Society, as a model of social change, is presented as a solution to the prob-
lem of both ‘corporate” and ‘moral” decline, together with the inflexibility of ‘big
government’, it could be argued that what government is really intent on doing
is reducing the size of the public sector. Furthermore, the strategic unity of the
NFP sector is being formally challenged as discourse moves to ideas around the
Big Society and, as critics from the NFP sector have pointed out, there is a seri-
ous risk that in the new “volunteer society” people in disadvantaged communities
will become even more marginalised since they are unlikely to have the personal
and financial resources necessary for volunteering. Arguably, transforming lives
through transforming communities requires more resources. For some, the expan-
sion of social enterprise into mainstream services is an important part of the policy
of reducing the role of the state in direct service provision. For others, this will lead
to the fragmentation of service provision, an over-reliance on for-profit providers,
the undermining of trade unions and central bargaining, and a reduction in public
accountability for those services.

CONCLUSION

Consistent with the concepts of social action and civil society advanced by Burke
(1790), there “is a challenge to build the “little society”, rather than the “Tesco” type
organisations that are skilled at tendering” (House of Commons, 2012, p. 7). The
private sector is expected to play a major role in generating economic recovery, and
there is a need to forge new relationships between NFP and for-profit organisa-
tions in order to achieve the Big Society vision. This will need to extend far beyond
current corporate social responsibility into genuinely meaningful partnerships
based on new (and old) ways of working. As a way forward, the formation of new
social-private partnerships might facilitate the scaling up of operations and attract
additional sources of finance. Such a hybrid, partnership-based relationship could
harness the best of the for-profit sector to underpin a substantial expansion of social
enterprise activity aimed at delivering significant social and environmental objec-
tives. For some SEOs there will be a fear of losing independence or being pushed
aside once a contract is won. As boundaries become increasingly blurred between
the NFP, for-profit and public sectors, the time may now be right for the coming
together of these sectors to deliver public services. To do otherwise will seriously
undermine the ethos underpinning the Big Society and, instead of protecting and
enhancing the delivery of public services, proposed public sector reforms will create
an unequal playing field in which SEOs are unable to compete with large private-
sector providers masquerading as socially responsible businesses. Moreover, there
is a danger that under the Big Society agenda SEOs will become agents of public
policy, subject to targets and incentives, and therefore an extension of the state.
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NOTES

The distinction between a not-for-profit organisation (NFPO), non-governmental organisation (NGO) and
a charity is often imprecise (Vakil, 1997; Martens, 2002). In broad terms, a NFPO (also referred to as a non-
profit organisation) is an organisation that does not distribute its surplus funds to owners or shareholders, but
instead uses them to help pursue its goals. NFPOs include NGOs and charities. While most governments and
their agencies meet the definition of a NFPO, they are usually considered a separate type of organisation
and not counted as NFPOs. An NGO is a non-profit, voluntary group. NGOs perform a variety of services
and humanitarian functions, bring citizens concerns to governments, advocate and monitor policies, and
encourage political participation through provision of information. A charity is a NFPO that meets stricter
criteria regarding its purpose and the way in which it makes decisions and reports its finances.

For a fuller discussion on the UK charity sector, including its size and issues associated with accounting,
accountability and governance, see Connolly, Hyndman and McConville (2011) and Connolly, Dhanani and
Hyndman (2013).

Renamed the Office for Civil Society following the 2010 general election, with responsibility for charities,
social enterprises and voluntary organisations in the Cabinet Office.
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