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Economic Review Panel Call for Evidence

Introduction

UCIT welcomes the opportunity to respond to the Economic Review Panel Call for Evidence in relation to steps that DETI/Invest NI could take to support economic development in Northern Ireland.

This response is presented in five parts.

· About UCIT
· About the Social Economy
· Economic Impact of Social Economy
· Policy Context
· Access to Finance 
· How can DETI/Invest NI support UCIT?

About UCIT

· A registered charity and key provider of affordable loan finance and professional business support to the Social Economy
· The only Northern Ireland based company that is recognised by the Government as a Community Development Finance Institution (CDFI)

· Established track record in Social Enterprise investment and management of public funds on behalf of DARD, DSD, DETI, Invest NI and IFI

· Over past 8 years UCIT has invested almost £22m and provided 156 loans to Social Enterprises in Northern Ireland. These organisations have supported indigenous business growth and local job creation in some of the most deprived communities in Northern Ireland

· Over the last 3 years to 31st December 2008 UCIT has approved 73 loans in excess of £12.3m, and helped the Social Economy create or sustain 934 jobs and lever in a further £16.7m

About the Social Economy 
The social economy in Northern Ireland comprises social enterprises that operate across all sectors of economy, including: 

	· Agriculture
	· Finance

	· Childcare
	· Health and social care

	· Community transport 
	· Retail

	· Education and training
	· Social housing and property services

	· Energy and Environmental initiatives
	· Sports and recreation

	· Enterprise and Workspace
	· Tourism


Social enterprises do most of the things that private companies do. They operate using a commercial business model, provide employment, develop new and existing products and services, undertake sales and marketing and strive to make a profit.

What makes social enterprises different is their social, community or ethical purpose and not-for-personal-profit status. This means that profit is reinvested into the business for the benefit of the community rather than for shareholders or directors, making social enterprises an excellent way to lock wealth into disadvantaged areas.  

For this reason, social enterprises are unique. On one hand they are different from the community and voluntary sector because they operate using a commercial business model and aim to move away from a reliance on grant funding towards self-sufficiency. 

On the another hand, they complement the work of Government by providing services and products that are not always supplied by the private sector, such as urban or rural regeneration, tackling unemployment in disadvantaged communities, environmental improvement, the arts and culture or working with disadvantaged groups in society. 

Economic Impact of Social Economy

There is an estimated 55,000 social enterprises in the UK with a combined turnover of nearly £27 billion per annum, contributing £8.4 billion to the national GDP and employing at least 650,000 people.

In Northern Ireland, there is baseline data for nearly 400 social enterprises with a turnover of just over £355 million, but information on the actual size of the sector remains limited.

In the absence of a more systematic analysis, the Global Entrepreneurship Monitor (GEM UK) is a useful way to demonstrate the economic importance of the local social economy to the wider economy in Northern Ireland.  

GEM UK research suggests that a connection exists between higher rates of entrepreneurial activity and overall economic prosperity, and shows that the rate of early stage entrepreneurship in Northern Ireland for 2006 was 3.7% - the lowest rate in the UK. In contrast, social enterprise activity (SEA) was 3.3% - the fifth highest of the 12 regions in the UK.

In terms of wealth generation, job creation and social impact the Social Economy is a sector that the NI Executive need to take account of. Social enterprise is a key driver of regeneration, neighbourhood renewal and employment in some of the most deprived areas of Northern Ireland. 

Policy Context

The establishment of a dedicated Social Economy Branch in the Department of Enterprise, Trade and Investment (DETI) in July 2002 has provided a focal point for the strategic development of the social economy in all areas of Northern Ireland.
 The intervening six years has produced a number of the new structures and initiatives designed to maximise the potential of the sector.
 Among them, DETI’s Three Year Strategic Plan 2004–2007 ‘Developing a Successful Social Economy’ is perhaps the most important policy lead to come out of the Executive. Developed within the context of the UK Government’s wider social enterprise strategy and the increasing focus on the sector within the European Union,
 the strategy sets out three key strategic objectives: 

· Increase awareness of the sector and establish its value to the local economy

· Develop the sector and increase its business strengths

· Create a supportive and enabling environment

DETI’s cross-departmental strategy has had varying degrees of success across all three objectives. The Department’s final ‘Progress Report on Developing a Successful Social Economy’, published in July 2007, highlights a number of good initiatives that have been developed by individual departments and agencies in an effort to increase awareness of the sector and establish its value to the local economy. The Report details work undertaken by DETI, Invest NI, Department for Social Development, Department of Education and Department for Employment and Learning (DETI, July 2007).  

From a policy perceptive, the sector has come a long way in a relatively short period of time. In the six years since the establishment of the Social Economy Branch there have been greater levels of policy integration across Government, with individual departments working towards a common agenda through the Inter-Departmental Steering Group (IDSG), and members of the restored Social Economy Network (SEN) working in partnership with Government through the Social Economy Forum. 

The introduction of the Community Interest Company structure by DETI in April 2007 and launch of a ‘Public Procurement Guide’ for the sector by the Central Procurement Directorate in February 2005 (CPD),
 are further examples of how policy is beginning to make inroads in establishing new structures in support of the regional social economy.

The Executive’s current programme for Government, which sets out its priorities for 2008–2011, recognises the social economy as an integral part of its plans to grow the local economy and promote sustainable community development (NI Executive, 28 January 2008). As a result, policy makers have taken the decision to retain responsibility for policy within DETI at the end of 2007; and as part of its draft Corporate Plan 2008–2011, Invest NI has set out its intention to continue its support for the ‘Social Entrepreneurship Programme’ (SEP) as a key programme for developing the sector over the next three years with the support of UCIT. 

Access to Finance 

Access to finance is critical for the success of the social economy in Northern Ireland. 

A decline in grant income streams such as European funding and reluctance by banks to boost lending during the current economic downturn, has meant a reduction in the supply of finance for the social economy at a time when demand for social finance is growing. 

Over the last 2 years 24% of the 49 projects approved by UCIT have come from: 

· Fledgling social enterprises unable to access start-up finance, and

· Mature social enterprises unable to expand their operations because their existing bank is unwilling to offer them additional finance or more competitive terms.

Despite the Bank of England’s best efforts to support SMEs with an asset purchase scheme and refinancing of the banking sector, the social economy in Northern Ireland continues to experience difficulties in accessing bank finance.
How can DETI/Invest NI support UCIT?
DETI/Invest NI can take steps to create a more enabling environment for social enterprises to get better access to appropriate forms of finance.

1. Unlocking investment capital in the Social Economy / Voluntary & Community Sector 

· UCIT is seeking the support of DETI/Invest NI to secure a loan from a syndicate of Social Economy organisations, including, for example: 33 registered housing associations or the Credit Union Movement
· The loan would be used to boost the level of finance available to the Social Economy during the current economic downturn

· Win, win situation: Social Enterprise Investment Syndicate would receive a good financial return and demonstrate additional social impacts; DETI/Invest NI would demonstrate their ability to unlock money in the Social Economy at no additional cost to public purse; The sector would receive a boost in supply of finance by freeing up part of its reserves for the benefit of the wider Social Economy
2. Injecting new sources of private investment capital into the Social Economy 

· UCIT is seeking the support of DETI/Invest NI to secure a syndicate loan of £10m at a nominal interest rate from the four main local banks

· The loan would automatically boost the level of private investment into the local Social Economy during the current economic downturn

· UCIT is requesting support of DETI/Invest NI to persuade the four main local banks to support Social Economy (Example: Social Finance Foundation in RoI); and lobby Central Government to underwrite a loan  

· Win, win situation: Four main local banks demonstrate their support for Social Economy and ability to work with NI Executive; DETI/Invest NI demonstrates their ability to attract private investment into Social Economy at no additional cost to public purse; Sector receives a boost in private investment at a time when it is proving difficult to access bank finance      

3. Securing additional social investment capital from the public sector  

· UCIT is seeking the support of DETI/Invest NI to secure public funds to establish a perpetual Social Investment Fund
· Our proposal is to create a new Fund that would make flexible loans and equity investment available for social enterprises unable to access affordable credit facilities. 
· The Fund will target organisations that combine objectives in building sustainable enterprise and job creation in some of the most disadvantaged communities in Northern Ireland. 
· Depending on the cost of future funds and investment to UCIT, a key part of the proposal could be to use part of the interest generated by the Fund to finance the grant assistance element of the Social Entrepreneurship Programme (SEP), on a perpetual basis. It is envisaged that this would result in substantial cost savings for public finances and help support the sustainability of SEP as a key support programme for the sector. 
· The ultimate goal of this new Fund will be to reflect Invest NI’s economic development strategy and help new and existing social enterprises create indigenous jobs at a time when it is increasingly difficult to attract new sources of foreign investment into Northern Ireland.   
Once again, thank you for the opportunity to contribute to the review of Northern Ireland’s economic development policy, and I look forward to reading your report when it is published later in the year.  

Yours sincerely
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___________________

Brian Howe

Chief Executive





































� DTI research cited in the Cabinet Office's � HYPERLINK "http://www.cabinetoffice.gov.uk/third_sector/social_enterprise/action_plan.aspx" \o "Social enterprise action plan" �Social enterprise action plan: scaling new heights�, 2006


� DETI (July 2007) Findings from DETI’s First Survey of Social Economy Enterprises in Northern Ireland; Social Economy Branch and Statistics Research Branch  


� GEM UK was sponsored by Invest NI, in partnership with the Department of Enterprise, Trade and Investment and Belfast City Council to measure the level of early stage entrepreneurship within Northern Ireland over a five year period: 2002-2006.





� The Social Economy Branch was established following a major review of the sector by Colin Stutt Consultancy in 2001 and the publication of the 2002 – 2005 DETI Corporate Plan, which identified a lead role for the Department in the development of a more integrated approach to promote increased awareness of the social economy as an integral and vital element of Northern Ireland’s economy.  


� Structures developed by DETI in support of the social economy in Northern Ireland include: funding the Social Economy Agency to facilitate the establishment of a Social Economy Network (SEN), which was re-established as an independent company in August 2006 with a funding package of £600,000 from DETI to 2010; the formation of an Inter-Departmental Steering Group (IDSG) to develop a more integrated approach across Government; and the creation of a Social Economy Forum, where representatives from SEN and officials from Government work together in partnership.  In terms of providing the sector with strategic direction, DETI’s Three Year Strategic Plan 2004 – 2007 ‘Developing a Successful Social Economy’ has provided the impetus for a more integrated approach by the Government up until the end of 2007.  


� The European Union (EU) has been a key driver in the development of the Social Economy in Northern Ireland with, for example, over £55m being allocated under the PEACE II Programme to Local Strategy Partnerships for the development of local social economy initiatives within each district council area. 


� The Central Procurement Directorate (CPD) resides within the Department of Finance and Personnel. The Executive’s current Programme for Government, which sets out its priorities for 2008 – 2011, sets out its intention to increase access to public procurement opportunities for social enterprises.
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