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Government definition of a Social Enterprise 
 
The government defines social enterprises as "businesses with primarily social objectives whose 
surpluses are principally reinvested for that purpose in the business or in the community, rather than 
being driven by the need to maximise profit for shareholders and owners". But this is not a statutory 
definition, and is not used by the social enterprise movement.  
 
The previous coalition government seemed to use the term even more widely than its own definition, for 
example, calling John Lewis a social enterprise. (It's not, because it does not have to use its profits for 
social purposes. It is a mutual; what makes it different is that it is owned by its employees rather than 
shareholders, and profits are divided amongst the employees as bonuses rather than amongst 
shareholders as dividends. But its purpose is still to make money for its owners, nor for social purposes.)  
 
The problem of definition may be eased by the launch in January 2010 of the social enterprise mark. 
Created by the Social Enterprise Coalition and RISE, the social enterprise network for the south west, in 
association with other social enterprise bodies and the Office of the Third Sector, the mark has no legal 
status but its definition of social enterprise is likely to become accepted as standard.  
 
To qualify for the social enterprise mark, an organisation or business must be able to show that:  

 it has social and/or environmental aims;  
 it has its own constitution and governing body;  
 at least 50% of its profits are spent on socially beneficial purposes;  
 it earns at least 50% of its income from trading;  
 it can demonstrate that social/environmental aims are being achieved; and  
 if it ceased operating, its remaining assets would be distributed for social/environmental purposes 

(an asset lock).  
 
This definition could include charities such as a charitable community nursery at least half of whose 
income comes from fees charged to parents or to the local authority, a charitable arts centre at least half 
of whose income is from admissions to performances and workshops, a care service receiving most of 
its income from contracts with local authorities. It includes a charity's trading company, whose objects 
are commercial but whose governing documents require it to donate all or most of its profits to the 
charity. It includes businesses which operate commercially and have shareholders, but which have a 
cap which prevents them distributing more than 49.9% of their profits to shareholders or others who 
have invested in the business. 
 
Information about the social enterprise mark can be found at http://www.socialenterprisemark.org.uk  
 
The lack of agreement about what constitutes a social enterprise was illustrated by debate about the 
profit distribution cap as the mark was being developed. The initial proposal was that a social enterprise 
had to use at least 65% of its profits on socially beneficial purposes. By the time the final definition was 
agreed, it had been changed to only 50% of profit having to be spent on social purposes. 
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The lack of agreement is also illustrated by research showing that most of the 62,000 organisations 
defined as social enterprises by the government, using its definition, would not qualify for the social 
enterprise mark, because they do not have an asset lock preventing the sale of the business to a profit-
making company.  
 
 
 
 

SLOUGH Get Involved is an infrastructure organisation that provides support to the 
voluntary sector in Slough. However, we cannot offer legal advice – for such you 
should consult a legal expert. 
 


