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In the 1980s the Greater London Council (GLC) controversially pioneered
a programme of shifting resources from municipal services to civil society.
It launched major funding programmes for the Community Sector, for
Arts and the Cultural Industries, for Industry and Employment, Equalities
and Health, and for groups working in Housing, Social Services, Planning,
the Environment. Most of these programmes were administered by

those recruited from the sectors, and they led to a major extension

of the network of social organisations in the capital.

By 1985, the programme had reached §80 million, one tenth of the Council’s
total budget. In 1986 the GLC was abolished, and responsibility shifted

to a joint grants funding body run by the London Boroughs. It was then
that the fragility of a purely grant-based organisation was highlighted.
The grants budget was cut by two-thirds to £26 million, leading to the
retrenchment and collapse of many of the newly expanded organisations.

Today, of the 171,000 general charities in the UK, 25,000 receive

75 per cent or more of their income from statutory sources, and are
particularly vulnerable to fluctuations in public finance and political
and administrative shifts of policy.
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We would expect those receiving grants to be unequivocally grateful to

the givers of grants — but in surveys of grant programmes in many different
countries, there are common dissatisfactions even resentments among the
recipients. For example, a survey on grant giving in Australia reported that
the grant aided organisations had the following concerns:

e there was a lack of stable and sustainable funds

e the majority of grants were short term and directed away from operational
costs, making long term planning difficult

e the cost associated with securing funds was high, with senior
management focusing on obtaining funds and spending less time
on managing their organisations

e  smaller voluntary and community organisations were paying
disproportionately high prices for their basic services and overheads.

These problems — that grants were insufficient, unreliable, short term, costly
to apply for — at times appear endemic to the grant economy. Similar concerns
were expressed in surveys in Canada and France, and are often voiced from
our experience in the UK. There are exceptions, but the themes were common
enough for those planning to fund their projects over the long term through
grant funding to understand what grant receiving may involve. There is in
short no such thing as a free grant.

Structures of giving
There are four characteristics we want to highlight about the grant economy:
i) The grant relationship. Grant giving (and receiving) has at its heart

a patron-client relationship, with which neither party is fully at ease.

Grant givers (particularly governments) tend to be wary of the obligations
entailed in long term commitments and thus limit the length of grants.
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iif)

Another way grant givers have sought to escape a patron-client relationship
(and limit the time frame of support) is to structure their grants round
projects and programmes so that grant giving becomes more like the
purchase of a project, with a definable package and clearly accountable
outcomes and end points. Such a transformation of grants into a quasi
market transaction has been a feature of much UK government funding
over the past 20 years, reflected in the fact that UK charities have come

to rely on an increasing proportion of their income from project funds,

and from contracts and sales.

Social rather than market valuation of outcomes. The absence of
market measures for grant aided organisations always leaves a central
problem as to how to assess impact. It is not that measures and targets
cannot be constructed. But it opens up a whole space around the economy
of assessment, its mechanisms, costs, and distortions — particularly in
fields like caring services where it is the quality of relationships that

are central.

Cost based finance. Grants are designed to cover costs. Some of these
are tangible like the costs of initial purchases, as well as those for build up
and operations. But there is always greater difficulty in finding grants that
cover the less tangible items of an enterprise, working capital and risk for
example, let alone that contribute to a project’s reserves and to a surplus
to finance expansion. Some grant funders have committed to the principle
of ‘full cost recovery’ — that grants should cover the full costs of an
activity. By contrast private sector providers aim to set their prices to
cover the value of the activity to the purchaser — enabling them to take profits.

The grant economy, like the state, is one based on costs not accumulation.
It is not structured to adequately deal with the problem of risk or that

of expanded investment. When it comes to capitalisation and reserves,
whereas private finance welcomes an increase in an enterprise’s capital
funds to underwrite its long term security, grant givers tend to question
an applicant for having too great a financial reserve.

Issues of risk and surplus which in a market enterprise are part of the
consideration of capital, are transferred in a grant economy into debates
about what is a reasonable estimate of costs in a grant application.

If a project manages to reduce costs beneath the agreed level, it is often
difficult to carry over these savings as surplus in the project’s accounts,
without it resulting in a reduction of future funding.
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Part of the insecurity of grant aided organisations is that grants are about
a flow of funds over a given period rather than the financing of a stock of
capital to underwrite longer term security. And since the source of funds
for grant givers is itself unstable — not least with governments subject to
expenditure cuts — there is an insecurity for grant dependent organisations
which is distinct in type from the many insecurities faced in the market.

Ex ante fixing of costs and outcomes. Grant giving tends to freeze
prospective costs and targeted outcomes at the time of the agreement

of the grant. Instead of the flow and flexibility of the market, and the
pressure to economise costs and maximise benefits, grants rarely embody
these continuing pressures. There may be provisions for review. The grant
giver may prove open and flexible. But the inherent structure of grant
making (as with public finance) is of costs and targeted outcomes that

are static for a given time period.

None of the above speaks against seeking funding through grants, but it
does call for an understanding of the nature of a grant relationship and
the circumstances of the grant givers and for a careful assessment of the
place of grants in the business model for establishing an innovation on

a sustainable basis.

Grant strategies

What follows are some of the lessons we have learnt from both administering
grants and receiving them, in order to minimise the problems voiced by the
Australian recipients and ensure that grants contribute to their fullest extent
in the launch of sustainable innovation:

D

Equity substitutes. Grants rarely take the form of equity, but some of
the functions of equity can be fulfilled by carefully tailored grants. Grant
funding can cover:

e fixed assets (buildings, equipment) which have a longer life than the
grant term

e working capital (if in no other way than the up front payment of an
annual grant and its investment to provide for a working capital fund)

e Duild up costs to cover early stage learning, reflected in the level of costs
and the establishment of an independently sustainable business model

e  contributions in kind — for example low cost premises.
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In rare instances quasi equity grants are given. Far sighted government
programmes have forward-funded organisations with de facto equity

to establish their roots so that they could survive a downturn in public
funding. The Hunter Foundation provided finance for fair trade farmers to
purchase their equity share of a UK-based fair trade company (an option
that other grant programmes should consider). Prizes in competitions are
in effect a form of equity for the winners.

ii) Support packages. Grants should be approached not just for their
finance, but for the networks and support that accompany them. Venture
capital and venture philanthropy (method 17) offer instructive parallels.
Venture capital will normally offer a range of technical support to the
firms they back, and link them into other firms in their portfolio.

The best grant programmes and intermediaries follow something of the
same model — particularly where they are funding a group of similar
initiatives. They can assume a role of the facilitators of collective services,
encouraging the sharing of overheads by small start-ups, the sharing of
experience and of financial and administrative systems.

iii) Mutual learning. Recasting the relationship as one of mutual learning
partially erodes the patron-client pairing for it underlines the fact that
the grant givers also have interests which they are furthering through
those that they fund. For these reasons it is important to choose the donor
as carefully as the funders choose the grant recipients. Many of the best
programmes are administered by those with experience of operating in
the relevant sector, and respected by their peers.

iv) Three parties not two. The grant relationship is a three-fold one,
between the donor, the recipient, and the beneficiaries. The grant recipient
has a critical role in enabling tangible relations between donors and
beneficiaries. This is particularly the case where the quality of a grant
funded service is difficult to capture in metrics and reports.

v) Continuity. One of the problems in establishing strong donor-recipient
relations particularly with government funding is that the funding
personnel tend to change more rapidly than the personnel they fund.

For larger grants, as with public contracts, there is a case for establishing
an independent oversight panel to act both as advisors and guarantors of
the spirit and integrity of the grant relationship, even when personnel change.
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Vi)

vii)

Wider support. The vulnerability of a grant funded project to the

cycles of state funding and political control can be reduced by establishing
a strong basis of support amongst the beneficiaries and contributors to

a service. A long established recycling scheme in Colorado developed

a system of street recycling representatives that not only acted as a

two way contact point for the service, but on four occasions has been

a successful mobiliser of mass public opposition to the municipal
proposals to axe the service.

Leveraging networks. If one of the principles is to develop a wide core
of small supporters, then particularly valuable partners are those national
voluntary organisations with their own network of individual donors and
volunteers. The web too provides a platform for these connections and

a means for building up a supporter base of its own. Investment in an
interactive and hosted website has become a core requirement for
projects in the contemporary social economy.

viii) Metrics and assessment. The project should develop together with the

ix)

beneficiaries its own systems of data gathering and measurement whose
primary function is to assist the performance of the service. The results
can then be provided to donors and avoid what we call ‘alienated metrics’
—namely measures imposed from above which are experienced as partial
or intrusive, and in some cases may undermine the service.

A project to promote physical exercise on an estate in Kent in the UK
found that a range of measures designed to record the impact of the
service (weight, health checks, regularity and length of exercise) were
experienced as intrusive and would have led to the withdrawal of
participation. Instead a simple qualitative 1-5 self assessment was
designed, (for example how you are sleeping, levels of energy, and so on)
and filled in monthly which gave the participants a sense of their own
progress, through a system under their control. At the same time the
metrics could be used to report to the County Council funders of the
programme, and in turn for their reporting to the Treasury nationally.

Step by step. Just as market start-ups run the danger of growing too
quickly, so new grant funded social ventures need the speed of the
prototyper and the patience of a gardener to grow step by step following
the Grameen principle.
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x) Multiple income streams. It is clearly wise to diversify the sources of
grant funding, yet this runs the danger of diluting the quality of the time
that a project can devote to each. A business model for a non market
service or project needs above all to find some way of tapping independent
income streams that reflect the success of the project. A common experience
was that of a successful youth club on a poor housing estate in Salford,
which suddenly collapsed through the axing of the public programme that
financed it. What is needed in such cases is some form of sister enterprise
linked in to the grant funded activity.

Grant funding is valuable in the prototyping and start-up phases of social
innovation, but is not a reliable source of long term funding. It can also
play an important role as a supplementary funding stream for some of
the social elements of social enterprise. The best grants programmes are
not merely transfers of finance, but connect new ventures into networks
of interested supporters and practitioners. They are less providers of gifts
but collaborations.
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17 VENTURE
PHILANTHROPY

Traditional grant making organisations have for
some time been criticised for failing to help non-
profits build capacity, grow and become financially
sustainable. Venture philanthropy is a response to
this criticism, and seeks to use many of the tools
of venture capital funding to promote start-up,
growth and risk taking social ventures.
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At Dialogue Museum guests are led through a series of ordinary situations
in total darkness by a blind guide. Without eyesight these ‘ordinary’
situations become extraordinary. Guests have to rely on other senses to
negotiate the obstacles of the everyday. After visiting this exhibition —
Dialogue in the Dark — guests can have ‘dinner in the dark’ where blind
waiters serve guests in total darkness.

Dialogue in the Dark is the brainchild of Andreas Heinecke, a social
entrepreneur who has for some two decades been tackling issues of disability
and marginalisation. Heinecke established Dialogue Social Enteprise which
has franchised out a number of initiatives including Dialogue Museum, and
Dialogue in Silence — where deaf people provide an insight into non-verbal
communication. Dialogue Social Enterprise and its associated franchisees
have to date had exhibitions in 25 countries, with over six million visitors
worldwide and employed over 6,000 blind or visually impaired people.

Dialogue Museum was supported by Munich based BonVenture, a venture
philanthropy organisation which funds commercial and non-profit
organisations with a social, ethical or environmental purpose in Germany,
Austria and Switzerland. BonVenture provides performance based finance
and strategic support to help start-up and grow social purpose organisations.
Key objectives are social impact and financial sustainability. BonVenture
aims to invest €100,000 — €750,000 per project, together with co-investors,
through equity, mezzanine financing, and loans and also provides non-
financial services and support through its networks.! BonVenture expects
Dialogue Museum to generate an annual income of about €500,000 and
50,000 to 80,000 visitors each year.?
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The term ‘venture philanthropy’ was first coined in 1969 by John D. Rockefeller
[II who used it to describe ‘an adventurous approach to funding unpopular
social causes’. When the term resurfaced in the mid 1990s, it was associated
with a growing community of dotcom millionaires who were seeking to

apply both their wealth and their business acumen to the most pressing

social problems.

The way in which the first venture philanthropists sought to transform

the charitable sector alienated many of those they were trying to help. The
main elements of venture philanthropy — building operating capacity, close
engagement between donors and recipients, and clear performance expectations
—were said to be long-standing features of the best philanthropy and not

new at all.? Yet as the novelty and controversy subsided it was clear that this
approach did address some of the limitations faced by many of those operating
as donors and recipients in the grant economy.

Definitions

There are six main features of venture philanthropy as it has come to
be practised:*

1. High engagement: venture philanthropists have a close hands-on
relationship with the social entrepreneurs and ventures they support,
driving innovative and scalable models of social change. Some may
take board places on these organisations, and all are far more intimately
involved at strategic and operational levels than are traditional
non-profit funders.

2. Tailored financing: as in venture capital, venture philanthropists
take an investment approach to determine the most appropriate financing
for each organisation. Depending on their own missions and the ventures
they choose to support, venture philanthropists can operate across
the spectrum of investment returns. Some offer non-returnable grants
(and thus accept a purely social return), while others use loan, mezzanine
or quasi-equity finance (thus blending risk-adjusted financial and
social returns).

3.  Multi-year support: venture philanthropists provide substantial and
sustained financial support to a limited number of organisations. Support
typically lasts at least three to five years, with an objective of helping the
organisation to become financially self-sustaining by the end of the
funding period.
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4. Non-financial support: in addition to financial support, venture
philanthropists provide value-added services such as strategic planning,
marketing and communications, executive coaching, human resource
advice and access to other networks and potential funders.

5. Organisational capacity-building: venture philanthropists focus
on building the operational capacity and long-term viability of the
organisations in their portfolios, rather than funding individual projects
or programmes. They recognize the importance of funding core operating
costs to help these organisations achieve greater social impact and
operational efficiency.

6. Performance measurement: venture philanthropy investment
is performance-based, placing emphasis on good business planning,
measurable outcomes, achievement of milestones, and high levels
of financial accountability.

While most American venture philanthropy activity is based on grant making,
the Europeans have tended to make use of a broader range of financial
instruments and packages that go well beyond simple grants. These include
underwriting, mezzanine funding, long-term ‘patient’ capital as well as equity
and ‘equity-like’ investments and loans.

As such, the defining characteristic of venture philanthropy is not the

type of financial package used, but rather, the kind of relationship between
the recipient and donor/investor. Far from seeking a financial return on
investment as the primary driver, the overwhelming majority of venture
philanthropy activity in the US is based on non-returnable grants. In Europe,
it is also the case that the social trumps the financial in terms of returns on
investment.

Venture philanthropists work with a range of organisations — not solely
charities and not for profits. These include social enterprises and social
entrepreneurs, trading charities and socially driven commercial organisations.

There are now some 100 venture philanthropy organisations around the world.
Just over half are based in the US, a third are European and the rest from
elsewhere, reaching as far as Japan, China and Argentina. Originally led by
‘high net-worth’ individuals and their foundations, it now takes in traditional
foundations, hybrid foundations, a range of social venture and ethical funds
and even some for-profit funds. Some refer to themselves as primary
practitioners who provide financial and non-financial support. These include



VENTURE PHILANTHROPY 131

BonVenture in Germany, Impetus Trust, CAN-Breakthrough and Venture
Partnership Foundation in the UK, d.o.b. Foundation in the Netherlands, Good
Deed Foundation in Estonia, Invest for Children in Spain, Oltre Venture in Italy
and Social Venture Partners and Venture Philanthropy Partners in the US.
There are also a range of organisations — such as UnLtd and Ashoka — which
provide either capital or professional services to an organisation — but not both.

For example, CAN-Breakthrough — based in London — provides performance
based finance and strategic support to help social purpose organisations

scale their social impact. Unlike other venture philanthropists, however,
Breakthrough do not provide funding for start-ups and focus instead on
providing growth capital to established social enterprises — usually those with
at least three years trading history and a sustainable and scalable business
model.? At the 2007 Charity Awards, Breakthrough were highly commended in
the grant making category for ‘achieving a breakthrough for social enterprise’’

Benefits

Since the beginning of the decade venture philanthropy has played an
important role in diversifying capital markets for social purpose organisations
and reaffirming some key principles for good grant making. In particular they
have filled a gap between traditional grants for non profits and commercial
market rate equity and loans.” Capital investments made by venture
philanthropists also aim to address issues of sustainability and scale.

Those seeking funds from venture philanthropists can expect help in
strengthening their capacity and management. They often provide skills
and expertise that small organisations cannot afford. The funding on offer
is usually longer term and takes account of core operations. But above all

it is the approach that is distinct. The key word is venturing, with its focus
on drive, flexibility, capacity, and all the creativity that is needed for a start
up venture to succeed. Far from minimising risk and distancing themselves
from operations, venture philanthropists readily shoulder some of the risk
and responsibility for success of the venture, and are quite prepared to get
engaged and play a role on the board.

To consider...

Yet there is an issue of contrasting cultures. Social enterprises and grant-based
organisations are often highly entrepreneurial, but see through different lenses
to those coming from the venture capital (VC) field. VC ideas like performance
outcomes, investor control, the bottom line, scaling and exit do not sit easily
with a community organisation working on a poor estate. What, for example,
does an exit strategy look like for a charity providing a service over the long term?
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How does it feel for young people at a youth club to know that they are being
measured? How does the commitment to user control fit with ideas of investor
control? Where does the balance lie between social and financial returns?

Some venture funds are explicit that it is the financial returns that are primary.
Bridges Community Ventures, for example, refused 40 applications for social
enterprise funding in 2004 for this reason. But this merely underlines the point
we made in relation to equity funding: social purpose organisations must be
clear about the terms under which they wish to receive funding. They must be
careful in their choice of investing partner to ensure that the partner accepts
the primacy of the social mission — that in the words of the Mondragon group
‘finance remains subordinate to sovereignty’?®

There will always remain a tension between financial and social returns on
investment. For venture philanthropists the challenge is how to internalise
the distinctive culture and economy of mission-driven organisations in order
to be able to provide the expertise, the support and the capital that are often
so needed. And reciprocally social organisations need to recognise that they
too have much to learn from the venturing skills and imagination of the
venture capital community.

While the initial excitement and controversy which surrounded venture
philanthropy in the US in the mid 1990s has subsided, the movement
continues to develop both in North America and in Europe — where it
plays an important role in diversifying capital markets for non profits
and social purpose organisations. The field is small but maturing and
with it a particular set of skills and methods are being developed which
have important ramifications for traditional grant making and grant
receiving organisations.
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SECTION 4:
CULTURE,
KNOWLEDGE
AND
RELATIONAL
CAPITAL

New ventures put much of their energy into securing
financial capital: money to invest in fixed assets

on the one hand, and working capital on the other.
But relational capital is just as important. This is
both the knowledge and trust built up between

a venture and its users and suppliers, and the
relationships between a venture and its staff and
circle of volunteers. Conventional accounting takes
little account of this intangible capital, yet in all
social ventures it is the foundation of their strength
and of their distinctiveness.

Economics talks of human capital, in the sense of
the knowledge and skill developed in individuals.
Sociologists introduced the notion of social capital
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in juxtaposition to individual actions mediated by
contracts. They used it to describe the value of
trust, norms and networks in permitting co-operative
action.! We use the concept of relational capital,
not to distinguish it from the rare and solitary state
of a-normal individuals, but to capture the quality
of relationships within which economic exchanges
take place. This is the issue of greatest relevance
for a social venture for it is on the range and depth
of its relationships that its fortunes depend.

These relationships are multifaceted. They include
the nature of its connections to users and investors,
to suppliers and distributors, and with its own staff
and Board and volunteers. With many of them there
will be formal agreements, but whereas in the private
market economy relationships take place across a
territory demarcated by the interests and boundaries
of private property and contract, for a social venture
the boundaries are more porous and internal and
external interests mesh.

It is one of its greatest potential assets that a social
venture can attract support and resources from
outside itself, as well as motivation from within, on
the basis of its ideas and the way it works to realise
them. This creates particular issues for management.
We can speak of the liquid enterprise, where the
challenge is how to manage the flow and direction
of the currents. In such an enterprise a critical question
is the development of a common culture, for that
will provide the cohesion to govern these flows.
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18 KEEPING
IT OPEN

In their purpose and structure social ventures
have an interest in openness. They can attract
generosity from many unexpected quarters -

of knowledge, and connections and offers of

time. Once established their goal is to spread

their service and know-how as widely as possible.
Yet the pressures on management are towards
that which can be directly managed through
contractual relations - towards a certain enclosure.
There are moats between paid staff and volunteers,
and chasms between internal and external
communications. How can it be otherwise? How
can the complex relation of social networks and the
gift economy become an asset not a threat to an
already overstretched staff? How can resources of
goodwill be searched out and tapped into without
diverting the staff from their daily tasks?
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Sekem was founded in 1977 by an Egyptian pharmacologist, Ibrahim
Abouleish, to make an oasis in the desert. After drilling for water, he
planted trees, then started to grow bio-dynamically, making compost to
give substance to the soil. He and his team began with herbal teas and
vegetables which they sold on the Egyptian and European markets, and
later other herbs. They established food processing plants and a company
to make natural pharmaceutical remedies. Sekem markets the products
of its own five farms and those of another 300 organic farmers. It has
created an organic mark, and a new model for farming practices.

When pesticide residues were found on the vegetables, Abouleish traced
them to distant cotton spraying. So he researched organic cotton, pioneered
it, then spun it and made it into clothing. These methods spread nation
wide, increasing cotton yields by 30 per cent and cutting Egypt’s pesticide
use by 90 per cent. The profit from these ventures went to fund a kindergarten,
a school and a medical centre, vocational training and now a University.

These successive innovations have only been possible because of Abouleish’s
ability to keep Sekem open — open to ideas and values from different
traditions, open to volunteers and a continuous flow of visitors, and to
many partners who shared Sekem’s goals. He travelled to Europe to look
for ideas and people. He gave talks and set up research centres. The idea
and its values were the magnet. The projects gave the focus. The open
culture he fostered generated the resource.
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One of the hardest things for a new venture is to establish a culture of
openness. The demands of a start-up are so consuming that staff are forced

to focus inwards even though external links — to suppliers and market outlets
— are critical. The tendency will be to strip out the inessentials and to limit the
number of interactions — to keep it simple since complexity is unmanageable.
So the fewer funders and suppliers the better. Small orders or requests appear
to be not worth the time that has to be spent on them. A Board may be
necessary but staff often experience it as a diversion. And still the day is
never long enough.

Yet many of the most successful social ventures have found ways of
maintaining that openness. These include:

e involving organisations and individuals with existing strong social
networks in the financing and establishment of a new venture (Divine
Chocolate has drawn much of its strength from the involvement of Comic
Relief, Christian Aid and Gordon and Anita Roddick in its funding
and governance)

e through the pioneering evangelism of the founders — often those on the
Board, who act as promoters and channels to relevant networks. In time
it should be an aim for all staff and those involved in the venture to gain
the skills and confidence to make presentations and connect externally.
A recent analysis of 12 successful social ventures identified the development
of inspiring evangelists as one of the six common features of success?

e through the design of a working space which inspires visitors by the
tangibility of its values and practicality. Farms like Sekem have an
advantage here — they are a natural living museum — as are schools and
clinics and workshops. For ventures based in offices, walls can be used
to show visually the character and work of the project — with photos and
up to date graphs, progress charts and work plans. The office, too, can
be thought of as a working museum, with samples and laboratories, and
a small reception area with videos and printed material

e {o organise events and experiences that are part of the project — a trade
fair or exhibition, for example, or a conference and cultural events. Fair
trade is often remembered for its dancing — a celebration that crosses
language and cultural divides. One of London’s community swimming pool
campaigns organises an annual street party. Slow Food has communal
meals rather than meetings as a focus to draw in and inspire
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e toarrange for visits and tours to foster interconnection and ‘learning
by visiting’

e to have a regular time and space for reflection on progress, involving paid
staff and selected colleagues from outside. This should be accompanied in
due course with seminars and workshops on wider issues connected to the
project, and eventually to academies for study, research and formation
(method 20)

e  to appoint specialist staff or volunteers whose task it is to be the two way
ambassadors of the project — responsible for widening awareness of the
project, as well as bringing ideas and people back in. Conventionally part
of this work is defined as a public relations function, carried out through
press releases, the placing of articles, and PR events. But this assumes
a ‘private’ venture speaking to a general ‘public’, whereas the task is to
multiply interconnections within a wider social network. So the posts
should be known as Network Relations (NR) rather than PR posts

e to establish from the beginning a web 2.0 presence, with forums and
stories, a daily blog and postings of problems for which the venture is
searching for solutions and contacts. This is a cultural project of its own,
that needs full time hosting to build an audience and attract resources
as well as serving as an interface between the internal world of the
venture and all those outside

* to modularise the venture into multiple poles, that make their own
external connections including open source use of the website. One of the
values of open source and intranet methods of developing and managing
a project is that it allows senior managers to keep in touch without the
formality of meetings and reports.

The point running through all these practices is that social organisations
critically depend on a culture. Culture is itself a form of organisation. As such
it spills over the dividing lines of ownership, and the lines of organisational
charts. It spreads like a cloud, and connects not just through information

and its communication — though this is an important part of it — but through
shared experience and the participation in a common project.
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Many of the structures that have sought to make external connections — such
as Boards, and memberships, and affiliates to a project — have too often been
insufficient on their own. They are time consuming for any venture to organise
and tend not to rank high in the table of priorities. But these more open forms
offer a way of giving substance to these forms, and in doing so strengthen the
mechanisms of governance.

Investing in the human resources to ensure a social venture’s openness
is as important as investing in a building or a machine. For it concerns
the formulation and presentation of a venture’s identity, to itself and to the
outside world. The quality and extent of a project’s external relationships
should be thought of as a cultural project, for it is from an open and
inclusive culture that a social venture draws much of its strength.
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19 INTELLECTUAL
PROPERTY

A key area for openness is a venture’'s knowledge
and skills. Growth, innovation and impact are all
strengthened by open access to knowledge and
information. How then should a social venture
deal with the know-how it develops? What kind
of intellectual property and what level of openness
are appropriate for such a venture?
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Who will build the car of the future? General Motors in the States?
Toyota in Japan? Or a newer firm from India or China? Riversimple,

a UK-based transport company, believes that the answer lies not with
a single company working on its own but in harnessing the knowledge
and ideas of a global community of volunteers, engineers, students and
small manufacturers. They are currently working on the world’s first
open source eco-car, an urban two-seater (pictured above), powered
by hydrogen fuel cells.

The car has been designed to achieve the equivalent of over 280 miles
per gallon. It can get from 0 to 50 kilometres per hour in 5.5 seconds and
has a top speed of 80 kilometres per hour. The car weighs 350 kilograms,
roughly half the weight — and therefore more fuel efficient — than its
competitors the G-Whiz and Smart cars. The car is also designed to

be recycled. It was launched in London in June 2009.
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In the information age, IP (intellectual property) has become a central part

of business models. Protecting it has become one of the factors that force
commercial firms to close themselves off behind castle walls of confidentiality,
and to hunt down those who breach the virtual defences of the patent, the
trademark and the copyright.

In the social economy things are not so straightforward. Rather than restricting
access to their knowledge and information, social ventures have an interest in
diffusing and sharing them with others in the social economy. Once the costs of
generating information are paid, there is a strong economic case for circulating
it for free. This is not only the case in the short run, but in the long term
information distributed at its marginal cost provides a cheap input for the future.

In The Human Genome Project for example, companies, public bodies and
individual researchers all shared data and as a result, mapped the genome
much more quickly than any individual attempt could have done. It underlines
the point that restricted circulation of information today, limits the production
of information tomorrow. Pricing information or limiting access immediately
reduces its spread.!

The social economy therefore has an inherent interest in open information
systems. Yet for a social venture this reduces the potential income it can earn
from its intellectual assets and skills. How then can social innovators recoup
their investment and generate new intellectual assets in the future?

How to keep it open

There is a balance to be struck between covering past costs and future
investment and maximising the venture’s social contribution. But in an
increasing number of cases, notably in software, environmental technologies,
medical sciences and genetics, the social benefits of sharing information and
‘keeping it open’ will outweigh the financial benefits of any potential income
from the sale of intellectual property.

The first point is one of reciprocity. If a venture contributes its information
openly, then others will be open back. There will always be ‘free riders’ — those
who take but do not give back, but there are ways in which this free ridership
can be limited. As with common land prior to the enclosure movement, there
were strict rules of use and access to prevent over-grazing.?
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Second, rather than charging for access to particular information, social
ventures can generate income in other ways. As we showed in method 2,
they can monetise the value of the audience, raising revenue from advertising
or even (and within parameters) selling information on site users. They can
generate voluntary subscriptions, or where there is a defined community

of benefit, as in the case of the electric car, then there is the potential for
consortia finance. Some universities in the US collect regular fees from
students to donate to creators whose work can be downloaded.

Grant funders, who have an interest in widening impact, are natural allies
(and funders) for a venture that pursues an open information policy. There
is also the potential for income earning linked to bespoke adaptations of the
information — advisory consultancies for example, or the development of
applications. In this case the venture is valorising its capacity based on its
participation in the reciprocal economy of information.

Third, there are reputational economies, for we see an open information policy
as one means of strengthening external relationships — what we have called
relational capital — particularly relevant for those organisations (in the
development field for example) who would in any case earn little from IP.

Open models of production

As the engineers from Riversimple emphasise, in an era when information

is at the heart of production and innovation, collaboration is as important

as competition. This is clearest in the open source software movement and
developments such as the Linux operating system, the Mozilla Firefox browser
and the Apache web server. These forms of production are now permeating
other areas of the social and informational economies. As well as Riversimple’s
open source eco-car there are open source houses, open source wind turbines,
open source heating systems and so on.

Such open and collaborative forms of production are inherently social. They
are non-market and non-proprietary. They are in direct contrast to traditional
industries which in recent decades, have successfully pressed for property
rights to be extended to cover business methods, databases, software and
areas of biotechnology. As we have seen even colours, names, plants and seeds
can be ‘owned’. Yet this tightening of IP has taken place at a time when

the internet has made it easier and cheaper than ever before to exchange,
copy and distribute information. This is one of the central tensions of the
contemporary economy. It is a tension between the old economy and the

new, and in this field the social economy is very much part of the new.?
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Propertising rather than privatising

If the future is the commons, the question is how it is to be managed.

A valuable distinction has been made between propertising and privatising.
Propertising is establishing rights over information and the terms on which
it can be used. It introduces the idea of degrees of openness, and of means
to strengthen a reciprocal economy by limiting free riders.

Increasingly, online contracts, click wrap agreements and so on are being used
to outline terms and conditions of use. This is one approach. Another is to use
licences to permit certain re-uses.

Unlike traditional copyright which restricts the rights of users, open licences,
with ‘all rights reversed’, enable people to use, copy, amend and distribute
material with little or no restriction.* Examples include: the Creative
Commons, Free Documentation and Open Publication Licenses. Essentially,
these licences create a freely accessible ‘commons’ of information with some
rights for authors and creators.

Open licensing has redrawn the traditional battle lines between the interests
of society and the interests of individual creators: it enables broader access to
information while providing incentives to creators by enabling them to retain
some rights over their works.

The first open licence was the General Public License, developed by Richard
Stallman in the early 1980s. Stallman opposed proprietary software as
undermining the collaborative spirit that had previously characterised the
programming community. When he started to develop the GNU operating
system in 1983, he decided to license it under the General Public License to
allow people to use the program, copy it, make amendments and distribute
modified versions. The GPL remains one of the better known and used
software licences but it has also helped spawn a series of others — including
the Intel Open Source License and the Berkeley Software Distribution licences
which are even less restrictive.’

Creative Commons licences can be used beyond software. They can be applied
to anything that is protected by copyright — this includes books, blogs,
photographs, films, songs and so on.’® Creative Commons has four ‘baseline
rights'”: attribution (by), share-alike (sa), no-derivative works (nd), non
commercial (nc). Authors and creators can choose any of these, or
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combinations, to form the basis of their licence. An author, for example, can
choose a by-sa licence which would enable users to distribute and reproduce
works as long as they attributed the author and ‘share alike’ or share back the
results of what they do with the work.

Creative commons and other open licences are providing a new model for
access to knowledge and information. They are helping to create a pool of
information which is freely accessible, maintaining attribution and recognition,
while granting authors greater flexibility to determine how their works are
going to be used.?

Social ventures have an interest in adopting open forms of intellectual
property. They stand to benefit from a shared commons of knowledge, both
in what they receive back from a reciprocal economy of information, and in
extending the value and impact of the knowledge they contribute. Open
licensing allows people to build on a venture’s knowledge assets and to
mix together its assets with others. For some ventures this may involve the
foregoing of possible income streams from the sale of that knowledge, but
there are many alternative means of generating income, not least through
the strengthening of the venture’s relational capital through a policy of
open information.

External Links

Open Knowledge Foundation — http://www.okfn.org/
Creative Commons — www.creativecommons.org
Free Software Foundation - www.www.fsf.org

Open Source Initiative — www.opensource.org

GNU Operating System — www.gnu.org
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20 FORMATION:
DEVELOPING
SKILLS AND
CULTURES

Formation is a French word (similar to the German
Bildung) for which there is no precise English
equivalent. It indicates both personal development
(new knowledge, experience and a broadening
and deepening of skills) and the development of

a shared culture. For a new venture, it underpins
the central idea, and informs all its practice.
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Niagara Peninsula Homes (NPH) is a Canadian housing co-op that
develops and supports 44 co-operative housing projects with 2,000
dwellings in Ontario. Like many of the 2,200 housing co-ops in Canada

it is run predominantly by women, and geared to the needs of those on
low incomes, particularly single parent families, those with disabilities,
new Canadians, and First Nations aboriginal people. The co-op members
(including those with severe disabilities) contribute to the upkeep, childcare,
and administration of the co-op. Overall there are 90,000 co-op dwellings
in Canada valued at C$5.7 billion.

The key to the housing co-ops is the programme of training and formation
—in the principles and practice of co-operative living and management, as
well as the processes of housing development, finance and administration.
These programmes that take place at every level of the co-operative
housing movement provide the unifying ethic and the necessary technical,
organisational and entrepreneurial skills.

Apart from its housing, NPH launched a good food box scheme for 700
households, and ran nutrition education programmes to support healthier
eating. They established a Women’s Enterprise Centre, and vocational
and business development courses for women. This led to a project that
created 50 new food products and a Niagara food basket marketed to
hotels and tourists. Later they took over an industrial kitchen that now
makes ‘own label’ products for local food firms. Through all these projects
and their numerous training programmes runs a common ethic of mutual
help and social justice.
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Many of the most successful social ventures have sprung from traditional
institutions that for ideological reasons have formation as a primary principle —
churches, co-operatives, the military and trade unions are all examples.

In faith-based organisations, there is not only the unifying bond of the faith
and its practices, but also a recognition of the importance of continuing
education and training for the effectiveness of the project. Such organisations
can therefore make extensive use of volunteers without compromising their
organisation’s integrity. It is notable that many social innovators have
themselves been formed through religious organisations.!

The co-operative movement is another example — not just in the Canadian
housing case — but throughout the network. In the UK the Co-op College is
responsible for providing courses, but also now a wide range of materials for
use within particular co-operative organisations. The Mondragon Group of
Co-operatives emerged in the 1950s out of a cultural and educational process.
Its progenitor, the parish priest Jose Maria Arizmendiarrieta, founded a
Professional School in 1945 which later became the Mondragon University.

In some cases the educational initiative is a place for gathering together the
specialist knowledge of social movements, and of forming activists to diffuse
the work of that movement. Forum for the Future is an example in the
environmental field, or the University of Gastronomy established in Bra,
Northern Italy by the Slow Food movement. The Vocational College and the
University of the Sekem project in Egypt prepares students with the outlook
and skills for promoting bio-dynamic agriculture and other aspects of
anthroposophical living.

In other instances, a college or course becomes the channel for generating
new projects as well as supporting existing ones. This is the case with the
Barefoot College which has been the organising hub for work with the very
poor in Rajasthan. Or it is a practice for enabling reflection on the work being
undertaken, and in doing so developing a common ethic and approach to these
issues. This was the case with the Centro Studi and the methods of Danilo
Dolci in Sicily.?

It is a feature of sustained social ventures that they have developed spaces,
informal or formal, in which a process of formation takes place. Indeed if a
venture lacks such a space it is likely to be a critical weakness, equivalent
to lacking a proper system of financial accounting.
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The importance of a process of formation for new ventures is four-fold:

e it provides a way for everyone involved in the project to develop a shared
and articulated aesthetic. In terms of 17th century religion, it internalises
the spirit within each person rather than having it laid down by a privileged
hierarchy of priests. In organisational terms, it does away with one of the
functions of line managers

e itis a platform for reflexivity, away from the tyranny of the immediate.
It gives the chance for everyone to stand back and think through the
problems of the venture’s development as they arise. As such it promotes
distributed innovation

e itis away of developing and refining the general idea in the light of the
practice, so that the mission becomes dynamic rather than an abstraction
that does not inform the work of the venture

e it helps keep the venture open rather than closed (method 18) allowing
those who are volunteers and well wishers as well as board members
to meet and engage in the reflexive life of the company. This may be
as teachers, or as course participants.

New ventures should consider how this function is to be fulfilled from the
start. It can be formal or informal. It is useful to assign specific responsibility
and resources for developing this function, and consider how it can be used
to strengthen the venture’s governance (method 10).

For social ventures formation plays the integrating role that self-interest
plays in utilitarian market theory. It informs the articulation of the central
purpose of the venture. It provides meaning for those working for the
venture, and for investors and volunteers. It gives to the venture a living,
reflexive power that is not limited to particular individuals or levels in the
organisation but to all those involved.
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End notes

1

Andrew Mawson of the Bromley-by-Bow Centre was a Minister in the United Reform Church,
and the two chief executives who succeeded him were also church members. Many of the
social economy innovators in Latin America and Africa have been priests and ministers.

For a church where volunteers played the role of lay teachers see the interview with Father
Leo Bartel in Peter Drucker, Managing the Non Profit Organisation, Collins 1990 pp 161-169.
The industrial districts of small and medium enterprises in the Third Italy like the furniture
districts in Jutland have technical colleges at the heart of their local economies. Producers
meet there and contribute to teaching a new generation, reproducing relationships and skills
which underpins the resilient networks of these networked industrial systems. There are
similarities with the 70 or so Land Grant Colleges in the US, set up in the second half of the
19th century, to form a productive class of farmers and small miners. They had attached to
them agricultural experimental stations which together with a network of specialist county
agents, provided a support structure for the farmers.
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21 USERS AT
THE CENTRE

‘Start with the users’ has been the guiding principle
for public service innovation and the principle is

a good starting point for social innovation more
generally. Users should remain a continuous
reference point once the service is in place. If
service is seen as a continuing process rather than
a fixed formula, then real time feedback systems
between the service and its users will always be
central to this process of adaptation.
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Early diagnosis is key in preventing the progress of diabetes, but screening
is not universal, and many health authorities suspect that demographically
they should expect higher rates of diabetes than are reported. This is
particularly the case in areas with high Asian and Afro-Caribbean
populations which have respectively six times and three times the norm.

In Slough, where 30 per cent of the population are from ethnic minorities,
the local PCT engaged Dr Foster, a doctor initiated research company,

to apply techniques of commercial market analysis to map the actual and
potential incidence of diabetes. They developed a computer programme
that linked medical data with residency, age and a host of variables from
TV watching and car use, to newspaper reading, occupation and shopping.

This allowed the PCT to target their approaches through particular
media to the most susceptible groups of people. They also converted a
bus, staffed by volunteers and staff, equipped with testing equipment that
went to workplaces, shopping and leisure centres and other areas of high
susceptibility. In the first three months there was a 164 per cent increase
in early detection of diabetes.

Dr Foster has since applied these techniques to many health issues,
such as the use of Experiens mapping to identify breast cancer risk
for each PCT, analysing Accident and Emergency attendance, hospital
re-admission rates, patient experience and demographic data on such
things as smoking, binge drinking, and sexual diseases. All of these
involve the use of modern statistical techniques and programmes to
improve understanding and links to the user.
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Social ventures need to be aware of two occupational hazards in their relation
to users. Both derive from what we call the narcissism of the idea. By this we
mean that an organisation can become so self absorbed in the ethical virtues
of its governing idea that it fails to give sufficient attention to a detailed
understanding of the characteristics and responses of its users (or indeed

its funders) and how it communicates with them.

For many social ventures the key issue is supply not demand. The problem if
anything is what criteria to adopt to determine access to a service (affordable
housing for example, or medical care) when need and demand greatly exceed
supply. There is particular pressure on the state committed as it is to a universal
service with limited resources. Far from promoting the service, the pressure is
to find ways of reducing demand. From this perspective, finance and time need
to be focussed on expanding supply not analysing demand.

This is one of the reasons why the techniques of the market economy where
demand is critical have been so slow to be adopted in the social sphere. Yet
innovative public service design demonstrates not only the importance of a
deep understanding of the different circumstances and aspirations of users in
the design of the service, but the need to design new forms of communication
between the user and the service. Instead of forms and 8-minute episodes with
a GP or specialist, there are 24 hour contact points using text messaging (in
New York General Practice) and (in the case of renal treatment) continuous
digital monitoring. There are forums and chat rooms, and personal contact
points rather than the impersonal contacts of a call centre.

We know that when some of the techniques of commercial user analysis (such
as market segmentation methods) are applied to health and public services
they can result in radically improved targetting and access to the services,
and to differentiation and fine tuning of the services themselves (Ealing
Community Transport used acorn group methods for designing its recycling
services for example). They suggest that universal services can become more
effective and efficient if they move beyond a mass service model and design
their services around the particular rather than an aggregated norm.

There are similar results from services where front line staff and users themselves
are closely involved in service design and feedback on delivery. It is one of the
strengths of many third sector services that volunteers and front line staff play
an important role in the shaping and reshaping of services. Organisations like
Age Concern and Help the Aged have a highly distributed network of staff and
volunteers to provide their services, and together with online forums, have an
informal channel for feedback and suggestions for innovation.
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The development of web 2.0 greatly enhances the scope for such feedback

and discussion, which is why from the start an actively hosted site should be a
feature of all new social ventures. A number of web based social feedback sites
are now being developed. Patient Opinion is one example. It was established
as a social enterprise by Dr Paul Hodgkin, a Sheffield GP, to provide a platform
for those using NHS hospitals to feedback to the providers. Its recent postings
have such headlines as: “Unhappy with cleanliness at Derriford A&E,” “So good
after temporal lobectomy that I'm now helping others”, “Waiting 3 weeks for
therapy for my pressure sore”, “Thank you to Bransholme out of hours district
nurses”. The success of this site was one of the prompts that led the NHS to
include feedback and blogs on its new NHS Choices website, and the two now
have a mash-up so that the comments submitted on either can be read on both."

There are similar sites for local authority services, such as Fix My Street,
where residents can post issues concerning their street or neighbourhood and
the moderators follow it up with the council officials concerned. New York’s 311
hotline has become a paradigm in this field. Set up in 2003 with 375 staff and
responding to 22,000 calls a day, it allows New Yorkers to call in to report civic
problems (there are 7,000 city services), receive a service request number

and track progress on response (potholes, missing hydrant covers, noise and
so on). The lesson from 311 is that citizens become part of the service in
providing feedback on that service (city workers are also encouraged to use
the line to report issues they come across in their daily work). As a result, not
only is a problem more rapidly resolved (the pothole filled) but the calls are
analysed by computer programmes, and patterns observed so that the causes
of the problems can be tracked down (the clustering of noise complaints or
illegal dumps for example).

There are many parts of the social economy in which the citizen plays a central
productive role where similar information systems can dramatically improve
the service. To take recycling for example, it is now possible to barcode
recycling boxes, weigh the contents, analyse patterns of involvement, and
feedback to householders. The feedback may take the form of thanking them
for participating, following up with non participants, and providing everyone
with the practical and environmental results of the collaborative effort, as well
as details about the destination of the recyclate and its uses.
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The Japanese industrial system is information intensive. To go into a Japanese
plant is to see production information everywhere, collected by the workforce,
then analysed and acted on by them. Systems that provide means of accessible,
rapid feedback and enable users to play a central role in improving production
(from Amazon type rating systems or 311 lines to engaging in problem solving
along the lines of Innocentive) provide parallel possibilities in the services

of the social economy.

Small social ventures at one level are limited when compared to the 7,000
services of New York city government. But the approach and mind-set should
be similar in recognising the importance both of channels of feedback
(qualitative and quantitative) and the observation of patterns of response.
The increasing cheapness of these information tools — some of which can be
downloaded freely from the net — means that they can be included as central
building blocks in any new venture.

Social ventures tend to rely on their idea to galvanise funders and users.
They place their operational focus more on supply than demand. Demand
in terms of need appears so self evident, that it is how to expand supply
rather than understand the details of demand that can become paramount.
But to ensure that the venture remains generative rather than static, users
should remain central — a service should know who they are and who is
missing, how the service is used and perceived, how it could be improved
and added to. Just as no venture can operate without a finance and
accounting system, so it requires a system of user relationships and
feedback as part of its operational spine.

Links
www.drfosterintelligence.co.uk/marketingServices/whatWeDo
www.iccs-isac.org/en/isd/cs_new_york_311.htm
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22 BRANDING

It is hard for any venture not to turn to where the
money is. For grant-based organisations it is to
donors. For contract suppliers it is to the client
mMmanagers. For social enterprises it is to markets.
With markets the connection between users and
income is direct - the buyers pay the price. But in
many cases the link between the venture and its
users is mediated by others. A social enterprise
may find its path to the consumer has to pass
through so called category managers and the
supermarket itself. Or in the case of a social service,
the users do not pay, but their take-up and their
views count (or should count) with the service
commissioners. Any social venture therefore has
to address multiple audiences. In all of them it
finds itself competing in an economy of attention.
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caledirect

Cafédirect originated in 1991 from discussions in Mexico between the
fair trade organisation Twin Trading and coffee co-operatives whose
green coffee Twin Trading had been selling on the London market. They
had the idea that the co-ops could earn more if their coffee was sold as

a brand, so Twin teamed up with three other fair trade organisations in
the UK, Oxfam, Traidcraft and Equal Exchange, each of whom had sales
outlets that could sell the new brand.

The first packaging was designed for little money by well wishers. Ad
specialists came in after work to help on the launch adverts. The early

ads (see left and middle) featured the growers and intentionally contrasted
them with the smooth, deracinated models in the Nestlé ads. They emphasised
the impact of fair trade for farmers (‘You discover excellent coffee. They
discover school’) and the fact that Cafédirect cut out the middleman.

Later the emphasis switched to the quality of the coffee since it became
clear that it was the product quality that was decisive for most purchasers,
and the social impact was a bonus. Divine Chocolate chose its name for the
same reason rather than Just Chocolate. In the Cafédirect 2003 ad on the
right a mountain road in the Peruvian Andes is shown rising like steam
from a cup of coffee, with the strap line ‘6065 The Height of Coffee Taste’
referring to the optimum height at which the best coffee is grown.

In addition to advertising, Cafédirect sponsors arts events, and now
earns a quarter of its income from cafés and other ‘out of home’ outlets,
which are an additional way of getting attention for the brand. Within

a decade of its launch more than 50 per cent of UK consumers recognised
the Cafédirect brand.
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What were formerly rivers of information have become a torrential flood.
Firms, ventures and governments compete furiously for attention (‘eyeballs’),
as well as affection.! Social ventures have somehow to navigate this flood.

We argued earlier that ventures should place users at the centre (method 21).
But why should users respond? Why should people become users of a service,
or buy an ethical product? The question extends beyond users to volunteers
and funders. Why should those who have funds to give choose one venture
rather than another? How, in other words, can a venture stand out amidst this
cacophony of noise and become a pole of attraction?

There will always be some who know the venture well — local projects always
have an advantage here — but all ventures face a long tail of anonymity. Branding
is the venture’s costume that it wears on its journey into this realm of the
unrecognised and the unnamed. It has always been so. The Salvation Army
was a name and a costume. It was the sound of a brass band on the pavement.
In its distinction it echoed its opposite — the military with their name and
uniforms. The church has its costumes and emblems, political parties their
colours, social movements their signifiers (wrist bands, ribbons, poppies and
other buttonholes). All are informational shorthands about what an
organisation stands for, about its substance.

Brand is an old English word meaning a burning piece of wood. Every social
ventures needs to have its distinguishable flame. It starts with its sticks of
wood — the idea, the narrative, and the business model (method 1). But it also
has to decide on its name.

The economy of attention has generated its own economy of naming. It is an
economy that has witnessed an extraordinary recent enclosure of the verbal
commons, with the trademarking of words and their licensing as URLs for the
web. Liberation Nuts, the fair trade nut company, prepared a shortlist of 50
from a long list of 1,000 names, and of this short list, only two were not taken.
There is an ever growing profession of brand specialists and professors of
sound who advise on neologisms now that so many daily words have been
leased. Advertisers pay crossword enthusiasts with wine and a cheque to

play with words and their meaning. These are the poets of the branding era.

Alongside the poets, there are artists, the specialists in form and colour. They
are the designers of logos and packaging, of the uniforms worn by products
and service providers, from street sweepers to air stewardesses. Form and
colour have also become proprietorial. Cadbury for example have trademarked
some 80 spectra of the colour purple in connection with the sale of chocolate.
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There is form and there is substance. Social ventures for the most part are
suspicious of form. They share with philosophers and farmers a commitment
to substance, and a belief that substance will speak for itself. This view
suggests that just as print and style should not get in the way of the meaning
of the writer, so the form in which a social venture presents itself should be
transparent and neutral. If there is an aesthetic it is that of the early Quakers
or the Amish, greys and blacks without adornment.

In the economy of attention the transparent
is eavily lost.

This sentence is printed in 16 point Bauhaus, the type face from the great
protagonists of modern design. Scanning these pages, this will be the sentence
that stands out from the 10 point ITC Century font in which the rest of the
text is written. With this contrast in form, we are suddenly aware of form as an
issue —in this case whether Bauhaus is easier or harder to read than Palatino,
and whether it is aesthetically appealing. Like a modern glass window that can
change its colour with the sun, we become aware of what we formerly took for
granted. We become aware of the issue of style.

To gain attention it is the tradition of rhetoric that comes into play. It is

the tradition of Cicero, the speaker or writer who uses many arguments to
command a hearing. They are concerned with connecting to their listeners,
not with ‘empty rhetoric’ since that is soon recognised as hollow, but with
authenticity presented with style.?

An early poster for Cafédirect (shown on the left on page 159) which appeared
in colour magazines and on train stations in the South of England in the early
1990s exemplifies this oscillation between substance and style. Its emphasis is
on substance — two coffee farmers from San Juan de Loro, an isolated co-op

in the Southern mountains of Peru. The farming couple’s clothes, the cracked
walls of house, and the rough door indicate their circumstances. Their
juxtaposition with a modern branded product with the supporting text suggest
the directness of Cafédirect and the benefit they would get from the purchase
of their coffee. The emphasis here is on the ethical substance of the product.

It has a distinctive style in its demonstrable lack of style, and as such it stands
in intentional contrast to the overt surface styling of people and products in
conventional adverts.?

These advertisments put Cafédirect on the map — but it was a restricted map.
For the company’s market research found that it appealed primarily to those
who shared this opposition to style. The research also showed that there was
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a larger group — up to 30 per cent of consumers — who were sympathetic to
the idea of Cafédirect, but who placed the quality of the coffee first. For
their attention, the coffee had to taste excellent, and quality had to be the
predominant message expressed in the form, with the core ethical content
as a supplement.

Environmental ventures and food campaigns have found similar patterns of
response. The Canadian energy efficiency programmes began by emphasising
the impact of energy retrofits on the environment, but found greater take up
when they led with improvements in comfort and the saving in costs, with the
CO. savings as the icing. Similarly with organic food, surveys of purchasers
have found that the predominant reason they gave for buying was taste and
health rather than the impact of intensive farming on the environment and
culture. Each of these will affect the content of the message and its form.

These profiles can change. Those who are primarily concerned with others
can grow relative to the ones who are concerned with themselves. But the
most powerful message is one that is able to combine the two, that being ‘other
directed’ is part of being ‘self directed’, that individuality is necessarily social.
As the title of a history of the celebrated Peckham health centre experiment
put it “Being Me and Also Us”* This, of course, touches the very core of social
ventures, and how they present themselves to the world — in content as well

as form.

Social ventures, particularly those that are tax funded or grant aided,
have been suspicious of branding. They prefer service to surface,

seeing branding as inauthentic and part of a post modern economy of
appearences. Governments find themselves criticised for spending money
on branding. Grant givers are reluctant to fund expenditure on brands
and all that is involved in developing them. But all ventures have an
appearance and a style. It is part of the way they communicate. It is like
the mythological shirt of Nessus, the shirt that cannot be torn off. Social
ventures should see branding as a flame that indicates a presence and
attracts people towards it. It is the first step in widening its connections.

Other reading:
Richard Lanham, The Economy of Attention, University of Chicago Press, 2006

Caroline Wright “Consuming lives, consuming landscapes: interpreting advertisements for
Cafédirect coffees” Journal of International Development Volume 16 Issue 5, Pages 665 — 680,2004
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End notes

1
2

On the role of emotion in politics see Drew Weston, The Political Brain, Public Affairs, 2007.
An illuminating discussion of the contrast between the philosopher and rhetoritician, and
the oscillation between substance and style is in Richard Lanham, The Economy of Attention,
University of Chicago Press, 2006. Richard Lanham is a Professor of Medieval Literature and
a writer on the new electronic culture.

Cafédirect ran a second similar advert at this time which was a portrait of a Nicaraguan
woman coffee farmer at work, her face heavily lined. Its strap line ran, “we pay the farmer
not the actress” an explicit contrast to a Nestle TV advert running at the same time that
associated a stylish woman drinking a cup of Nescafé with seduction by her neighbour from
the floor above.

Alison Stallibrass, Being Me and Also Us, Lessons of the Peckham Experiment, Scottish
Academic Press, 1989.
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235 OPEN BRANDS

A brand is the way a venture appears to itself and
to those around it. It signals visually and in words,
the character and values of the organisation. As a
form it can attract or repel. It is an affirmation of
meaning and the representation of an identity that
Is seeking connection. In this sense it is an invitation.
But as a sign it says nothing about what happens
next. It is the type and terms of a resulting
connection that matters, and here we see a
distinction between closed and open brands.
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| lowe myy iPod
but canwe lose .
the: iWaste?
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Greenpeace is a grass roots international movement that relies on the
subscriptions of 2.5 million individuals. It campaigns against many forms
of environmental pollution and its impact has been achieved by daring,
peaceful guerrilla acts such as interfering with whalers, sailing close

to nuclear tests, or climbing incinerator chimneys. This has been the
substance of its brand.

Accused by its opponents of eco-terrorism, Greenpeace faced a two-thirds
fall in its US subscriptions after the 9/11 attacks in New York. In 2006 it
responded by experimenting with a new form of ‘open’ action.

It launched a campaign to persuade Apple to cut toxic materials in its
products and to operate a 100 per cent take back recycling service. Taking
the Apple brand at its face value, it argued that Apple’s generation of toxic
waste was at odds with its principles.

Instead of relying on its old model of buccaneering, Greenpeace created
an open, viral campaign for its activists. They were encouraged to take
action in any way they felt was effective. Some arranged happenings in the
Apple shops. Others turned up at (and were turned out of) Macworld trade
fairs. They prepared an alternative keynote speech for Steve Jobs that was
posted on YouTube which had 100,000 hits before Steve Jobs made his real
speech. Activists made their own t-shirts and designs. Two million people
sent messages to Steve Jobs. Nine months later Apple announced a change
of policy — to phase out its hazardous materials and increase its recycling.
Greenpeace had succeeded by ‘opening up’ its brand.
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Much of the distrust of brands is the sense that they have separated form from
substance, and that their apparent innocent intimacy is first and foremost
instrumental. When these doubts are confirmed the force field of the brand
collapses like a soufflé. Firms then have to change their name (like Arthur
Andersen Consulting which, after Enron, became Accenture) or are forced to
alter those activities that have been exposed (as in the Apple case). So critical
is it to retain a perceived connection between brand and substance that many
organisations fiercely attack those who question them (large food and catering
companies are particularly litigious) and demand control of over all elements
of their business.

These points of sensitivity are most acute in relation to the aspects of a product
or service that are not tangible to the user. One banana may look much like
another, but the chemicals used in their production, and the impact of those
chemicals on the land and the labour that produces them is not evident to the
shopper. The same is true of the environmental impact and hazards of a
product more generally. A user has to trust —in the providers and their
regulators. It is trust that is at issue in the brand.

This aspect of a brand is critical for social ventures since their structure and
practices are not immediately visible to the user. The organic banana sold
through a supermarket relies on its sign — a Soil Association label — to indicate
a difference. The story behind a spaghetti made by those with a learning
disability on land in Sicily contested by the Mafia can only be alluded to on

a label. It is such stories that distinguish so many social projects. As a result
social ventures need ways of telling their story. They are restricted by the
abbreviations of the normal brand in advertisements and packaging. It is

why the fuller coverage of press articles and live television is so important to
social ventures, and why the internet opens a new era for the social economy.

Divine chocolate was known by at most two dozen people when it was
launched in 1998. It was anonymous on the first day of its appearance in
Tesco. Yet by the end of the dance on its first evening BBC’s World Channel
and 60 journalists all had their story, and two dozen became five million. The
internet offers deeper levels of engagement. The Divine website branches into
the stories behind it, into details of its structure and its supply chain. Its site
for children provides materials for discussion and links to schools in Ghana.
And every year cocoa farmers come from Ghana to tell their story all over
Britain. If social ventures claim attention by the nature of their narratives,
then the internet and its platforms are their home ground for connection. This
is the first way in which from the beginning a new venture must go beyond the
abbreviation of the brand.
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The internet offers a means to go beyond the brand in another way. It provides
a way to widen not just understanding but engagement. The Green Apple
website (styled like the Mac website) not only presented a story of electronic
toxicity and the evidence behind it, it invited its supporters to develop their
own means of campaigning. In doing so they played a part in defining the
character of Greenpeace in action (the substance), and the way in which
Greenpeace appeared to the hundreds of thousands who followed the
campaign on sites like YouTube and Flickr (the form). In this case the brand
was not a set of images and actions controlled by the centre, but a mosaic of
initiatives around a common purpose. This is what we mean by an open brand.

Greenpeace set the object of the campaign. It did the background research
and provided materials and ideas to work with. It then acted as a clearing
house for the designs and actions developed by its members. The core
principles and values which define Greenpeace were the common ground
but their interpretation in this case was opened up to members.

There are similar examples which are assisted by but not dependent on

the web. Slow Food as it expanded had its own logo (a snail) and system of
certification. It had a clear identity and purpose, then found it had attracted
a movement around it. But it was complex. It connected people from all
over the world, from peasants within the most isolated rural regions to city
dwellers. Its founder Carlo Petrini put the organisational problem as follows:

“It is precisely in the complexity that we somehow represent So
well that we have to find the creative flair and the force to make
our demamnds for better, cleaner and fairer food heard. We must
Sear the disorder that surrounds us no longer. Precisely the
commitment to keep an associalion as complex as post-Terra
Madre Slow Food united has made us realise that we have to put
our faith i that disorder. The more we grow as an association,
the more we will be disorderly.”!

This embracing of disorder, with local convivia determining their own sets

of activities and ways they are perceived is the stuff of nightmares for closed
organisations. Yet a movement like this is bound together by a common outlook
and ethic — developed through periodic gatherings, a web platform, books and
an Almanac, and now its own gastonomic university. Like Greenpeace, Slow
Food’s flame appears as innumerable candles. Its substance and how it appears
in everyday practice is shaped by its members.
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Both these examples are social movements. But they carry a message for
social ventures in considering how to develop a brand and keep it organically
connected to their work. Both of them continuously elaborate and extend their
content as expressions of their central values and mission, but they gain their
strength, their richness and their authenticity from the diversity of activity
and expression contributed by their members.

In developing a venture’s brand there are two models. There are closed
brands which are tightly controlled from the centre, and which in turn
require control of supply chains and all aspects of the operation that
relate to the brand. This contrasts with open brands, exemplified in social
movements, which invite others to play a part in developing the venture and
the way it connects, and is held together by a common core of meaning.

Links
www.greenpeace.org/international/news/greening-of-apple-310507

End notes
1 Carlo Petrini in Slow Food Almanac 2008, Bra 2008, p.7.
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24 VALUING THE
VOLUNTARY

There are divergent views on the role of volunteers
for social ventures. Some ventures are largely
based on volunteers. Others see the time required
to manage them as outweighing any potential
benefit, and the effective employment of costless
labour as inherently unethical. Volunteerism is

seen by some as a threat to properly funded public
services and to wages and conditions in the formal
sector. It is held to be a principal argument against
the informal social economy. But it is a common
feature of social ventures that they attract volunteers.
For an open organisation they should be a crucial
asset. The question is how best to arrange for their
participation, how to manage the relations between
paid workers and volunteers and how to ensure
that both the volunteers and the venture gain from
their involvement.
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Growing Power, a not for profit land trust, was established in 1995 by
former basketball player Will Allen to grow, process, market and distribute
healthy food to the residents of Milwaukee.

The two acre urban farm — the organisation’s headquarters — includes
six greenhouses growing over 12,000 pots of herbs, salads, seedlings,
sunflower and radish sprouts; eight hoop-houses for salad greens and
vegetables; an apiary; fish; poultry and a wormery; and outdoor pens

for livestock including goats, rabbits and turkeys. The farm also includes
an anaerobic digester to turn the farm’s food waste into energy.

Growing Power sees the farm as an educational lab — and provides hands-on
training, demonstrations (as pictured above) and outreach projects to teach
and engage the local community. What started as an educational programme
where teenagers could work and learn about growing food has grown to
cover a number of rural and urban farms in Wisconsin and Illinois. It has

a staff of 36 and an army of 2,000 volunteers.




VALUING THE VOLUNTARY 171

The new volunteerism

When individuals cross the borders from the household economy into other
parts of the social economy without compulsion or contract they take on the
classification of the volunteer. The term was initially military and was defined
in opposition to the compulsion of conscription (just as voluntary taxation is
defined in opposition to the compulsion of taxation). From the 17th century

it took a civil form when applied to volunteers for public works or those
providing services to the poor.

Just as charitable giving emerged at the same time as the expansion of the
market, the concept of the volunteer was the philanthropic shadow to the
expansion of wage labour. One concept helped to define the other and
legislation together with tax regulations have sought to keep the two categories
distinct. Increasingly the boundaries are becoming blurred.

First, there has been a remarkable expansion of the reciprocal economy of the
household. We have to remind ourselves that the operating software system

of choice in the film industry or for supercomputers, and the basis for a $36
billion industry of servers, packaged software and desktops is the product

of volunteers. Linux, like all open source software, is founded on the voluntary.
With the explosive growth of the open source software movement, voluntary
labour has ceased to be a poor relation to wage labour. In fact, unpaid
reciprocal relationships are proving more powerful innovators in some

fields than those based on wage labour.

Linux is closely related to the market. It is used as the basis of proprietary
products like RedHat. Its volunteers have jobs. Some firms are even allowing
their programmers to contribute to Linux in work time because of what they
can learn about the system by the act of contributing. In these cases it is the
market that is drawing its nourishment from the household economy, rather
than the other way round.

Second, the growth of the cultural economy is marked by an intimate
connection of market production and an economy of voluntary enthusiasm.
Professional football depends on a global feeder network of amateur leagues
where people play and organize for the joy of it. The same is true of many
sports, of the music industry, of publishing, and the visual arts. Here enthusiasms
may migrate into markets when talent is hired. It also translates into an excess
of supply of those wanting to work in the cultural economy and the resulting
prevalence of free labour. A succession of internships is now a necessary path



172 SOCIAL VENTURING

to employment in many branches of the sector. But for many the two run side
by side, people earning their livelihood in one job to give them time to write,
or paint or make music.

Third, the rise in the ratio of dependents to employees means there is a growth
in the number of those with the time and interest to follow their enthusiasms
and engage in the social world as volunteers. There has been a marked expansion
of young volunteers on gap years or after college, and of volunteering by the
elderly (in the UK the over 60s contribute some 800 million hours per year

in formal voluntary work!, which at the minimum wage rate would be valued

at £4.2 billion p a. In the US the comparable figure for all voluntary work is
$18.9 billion).?

These three trends have expanded the supply of self directed and voluntary
labour and redefined its relation to the market economy from that established
four centuries ago. Part of this redefinition involves a dissolution of sharp
boundaries between wage and voluntary labour, seeing them rather as two
poles in a continuum, along which the two relate in different combinations.

The rise of unemployment, notably amongst the young and the over fifties,
interweaves with these trends. The prospect of volunteering becoming a
route to paid employment is a real one, and places added importance on the
experience and network links that such a volunteer can gain. It also helps that
volunteers can be paid (up to £60 a week in the UK without being taxed).

This is part of the continuum from the informal to the formal. Apprentices
accept low wages because they are learning. Some full timers move to part
time work to give them more time for their own chosen activity whether private
(like care in the household) or social (outside). Others may job share or choose
less demanding and more flexible wage work to fit in with the work they do
voluntarily (the poet U.A. Fanthorpe gave up her job as an English teacher

and took one as a hospital clerk to give her more space to write poetry). Many
sports and leisure workers work by the season. Overall, full time work between
14 and 60 or 65 which was the norm underlying the welfare institutions of
mass production is now breaking up into differentiated work and income
earning patterns.

The world of self directed labour is one that has a close affinity to the world
of social ventures.
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Ventures and volunteers

Some social mission ventures like Habitat for Humanity are founded on the
voluntary principle.? Others — like social movements — start as missions or
enthusiasms and take on paid staff as they grow in size. Formal ventures are
more wary of volunteers and tend to frame their resource needs and shape
their structures in terms of paid staffing.

In spite of these differences, three points apply to all social ventures. First,

it is in their nature (in contrast to the private market economy) that the
venture idea and mission should attract offers of voluntary time and skill.

It is a characteristic of successful social ventures and as such, should be seen
not as a limitation, but rather as one of its defining advantages.

Second, a new venture should consider how to incorporate and manage
voluntary help and support as part of its initial staffing and organizational
planning, even if it starts modestly. It may be a question of how to organise
well-wishers as friends of the venture, or how to integrate the Board. Or it
may be how the social venture can connect with voluntary networks to benefit
from their links to users and markets. Or it could apply to interns. In each
case the voluntary elements should be part of the venture’s organogram not

a miscellaneous supplement.

Third, offers of time and skills should be managed as carefully as paid for staff
and resources. It is said that Google seeks to treat all its employees as if they
were volunteers. A social venture needs to think of its volunteers as if they
were employees. There is now a Compact Code of Good Practice for Volunteering
in the UK, for example, and a quality standard — Investor in Volunteers — for

all organisations that involve volunteers in their work.* The standard has ten
common sense criteria — for example that volunteers should have defined and
rewarding jobs as part of a programme of personal development, that they
should be properly managed, and though not paid, their contributions should
be recognised.

These would be the kind of criteria for good employment practice for paid
employees, but are too often not applied to volunteers. Volunteers tend to
be tag-ons, remaining marginalised and consigned to miscellaneous, less
skilled jobs. One survey reported that many volunteers ceased volunteering
because of a lack of recognition, support, and autonomy, and because they
were ill-matched to the tasks they were given.? Another survey found that
70 per cent of volunteers said they could have been better organised.’
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We have found two distinct approaches by social venture managements, which
helps explain these findings. One is to see volunteers as a threat to managerial
control, lying outside the customary lines and levers of authority. The other is
to welcome volunteers as a critical source of innovation and support for
ventures with limited financial resources.

In this second approach management is needed — in relation to the identification
of modules of work or areas of initiative that can be assigned to volunteers, and
the training and support they require. It often helps to have a staff post with
primary responsibility for managing volunteers and their interface with the
core staff (as the Young Foundation do with their interns) and to ensure that
they are included in the living culture of the organisation and its process of
formation (method 20).

It is not more or less management but rather different styles of management
that are at issue. It is the difference between control and mobilization. The
authors have witnessed many cases where social ventures managed in the first
way have cut themselves off from the resources of a voluntary economy. While
there is an overhead and time cost to managing volunteers (one US estimate
put it at $300 a volunteer) this is likely to be small relative to the potential
benefits of integrating the voluntary economy into the work of a social venture.
The principal benefits are fivefold:

e skills of a level and range that a social venture by itself cannot afford

e  sources of innovation

e astaff recruitment pool (as a project grows some volunteers may graduate
to paid jobs)

e connectors into a multitude of social networks

e user and market ambassadors.
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These are the benefits to the venture. There are also benefits to the volunteer.
A social venture offers a volunteer an opportunity to be social in a particular
way — to be part of a team that is setting out to create a social project that
matters. He or she may also learn, and gain technical experience that is
personally useful. But in the end it is the experience of collaborative activity
that resonates with people’s values — that in the end makes life worth living —
which the social venture when it works well can offer to volunteers in whatever
way they are able to participate.

In a volunteer economy, roles, relationships and incentives have to be
thought about differently from those where there is a contractual wage
relationship. If the volunteer receives no payment, then the experience

of the work and of contributing to a social goal has to be powerful enough
to persuade them to continue. This requires particular managerial and
organisational skills, and some overhead expense, but there is great
potential value to a new venture if it makes one of its goals the attraction
and effective employment of a wide range of volunteers.

End notes

1 There is a question about whether such work is adequately described as voluntary. It involves
labour certainly — just as shopping or cooking a meal at home is labour — but this is labour
that is engaged in not for money but for its own sake, and for what it contributes to the
meaning of the lives of those engaged in it. In a sociological sense it is unalienated labour.

2 Sarah Harper, ‘Productive Ageing: what do we know’ in Geraldine Bedell and Rowena Young
(eds) The New Old Age, The Lab, Nesta 2009. This collection outlines arguments and
evidence on the value for the elderly of volunteering.

3 Churches have traditionally been run by priests supported by volunteers and there are cases
where volunteers have assumed central educational and sacerdotal roles. See for example
‘From volunteers to unpaid staff’, an interview with Father Leo Bartel, Vicar of the Catholic
Diocese of Rockford Illinois, in Peter Drucker, Managing the Nonprofit Organisation, Collins,
1990 pp 161-169.

4 The Compact Code of Good Practice for Volunteering. Available at: http://www.thecompact.
org.uk/shared_asp_files/GFSR.asp?NodelD=100323

5 Elisha Evans and Joe Saxton, ‘The 21st Century Volunteer: a report on the changing face
of volunteering in the 21st Century, nfpSynergy, 2005.

6 Institute for Volunteering Research, the National Survey of Volunteering, 1997

Links
www.volunteering.org.uk/
WWW.Srowingpower.org,

Reference
Susan Ellis (ed) The Rants and Raves Anthology: What’s on the Minds of Leading Authors in the
Volunteer World, energise 2003
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25 PEOPLE
AND PAY

The core of a venture is formed by its contracted
staff and elected board. They provide a stability
around which relationships can develop. We have
already discussed the role of the Board (method 10).
But what about the staff? What are the structures
of pay that reflect the values and mission of the
organisation? What does the organisation offer to
its staff in terms of prospects and the quality of
work? And what role can staff play in extending
the ventures mission?
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“It’s not just a job I'm doing. It’s something I agree with. It’s opened
my eyes. Now I have my little girl Ria I see more sense to why we are
doing it. Since Ive started working here and started preaching, a lot
of my family have started doing it. Even went to Leicester Lo see where
my sister lives and she’s all up for it now separating all her paper
Sfrom her cardboard and taking everything out of its plastic.

I’d ltke to continue to do something in this field. I go home happy.
Ive actually done something that’s benefited the future. I've always
done driving jobs and thought I'm going up the motorway and I'm
going to come back and it’s getting me nowhere, pointless. Now I have
a purpose to get up in the mornings. My outlook has changed.”

These are the words of one of the 73 staff of the Tower Hamlets Community
Recycling Consortium, a community enterprise set up to provide a weekly
door to door recycling service to the Borough’s 73,000 flats, the largest
service of its kind in the world. The comments were echoed by many others.
The job had a point to it unlike other jobs. They liked the autonomy of the
teams, and the control over work that it gave them.

There was a relatively flat pay structure, with the ratio between the highest
and lowest limited to 2:1. Work was organised in teams, on a task and
finish basis. The somewhat ramshackle depot had a library, an education
room (wWhere training and monthly staff meetings took place) and a massage
and reflexology room for the staff after work.
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The principal constraint in expanding the social economy is not finance but
people. There are many ideas, and growing sources of finance ready to back
good ideas. But the people to realise them in practice are in short supply.

There is a paradox here, for any thriving social project or enterprise tends to
attract large numbers in response to any advertisement. More and more people
are looking to work in jobs that have a meaning beyond the pay cheque, like
Tower Hamlets recyclers. Often it is people in their late twenties and thirties
who may have worked for a decade in mainstream jobs, learning skills and
becoming confident of their own capacities, who are looking for work that heals
the split between money and values, between the realm of the personal and the
world of work.

Some may start their own ventures — and there is a growth of courses and
support structures for social entrepreneurs wishing to do so. But there are still
too few educational opportunities available in the specific nature and methods
of the social economy. By and large these have to be learnt on the job.

An action academy

We have suggested that a primary staff policy should be formation (method 20).
Any social venture should see itself first as a form of action academy. Those
working there as either paid staff or volunteers should be gaining experience
and skills that are valuable not only to themselves and to the venture but to the
social economy more generally. Here there is a difference to the private market
economy, for in as much as a social venture contributes to the forming of
generation of social practitioners it is providing a resource to spread its vision
beyond its own boundaries.

Modern public institutions, like the army, the BBC and the NHS, have had an
impact of this kind because of their emphasis on training. Many BBC trained
engineers for example have left to set up their own firms, and this has resulted
in the growth of a substantial industry of small and medium broadcasting
electronics companies in the South East. Strong policies of social venture
formation can have a similar impact.

From the viewpoint of prospective staff and volunteers a social venture should
seek to offer two principal things:

e the participation in realising an idea and the satisfaction that comes from
being able to make a recognised contribution

e the scope for developing each person’s capacities
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From the perspective of the venture, new staff and volunteers offer particular
skills and relational capital (namely the relationships they bring with them),
and a commitment to take the project forward.

Tensions

Within this framework, there are four tensions that take a distinct form in
social ventures. They are between:

e market rates of pay and the circumstances of the venture’s users or
suppliers

e  paid staff and volunteers
e  operations and innovation
e individual development and organisational continuity

Pay and rations

While the employment and wages policy of a venture should reflect its mission,
there are divergent views about how this should be interpreted. One view is
that social ventures should have a salary scale similar to that of the private
market. It argues that this is necessary to attract the right calibre of people,
and because social ventures should not have to rely on lower wages in order

to compete.

Our view differs from this. The relevant comparison is not with private market
rates of pay but with the circumstances of those to whom the venture’s work is
directed. The disparity is often most marked in the field of development assistance
where a consultant may be paid in a day what those he or she is studying would
earn in a year. While there are differences in the cost of living, the basic principle
remains that the venture needs to have a moral economy underlying its wage
policy, which is seen as fair by all those engaged with the project.?

A social venture’s wage level relative to the market together with its rate

of labour turnover are key indicators of its ability to create a rewarding
experience for its staff. There is an inverse relation between the level of

wages needed to attract and retain staff on the one hand and the strength of

a venture’s mission, and the experience of employees on the other. We see

this inverse relation in the private sector — at Ferrari in Maranello, for example,
where the young mechanics are paid well below market rates but join Ferrari
because of its prestige and what they learn from being there. It reflects
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a general principle in wage theory that firms have to pay a premium if the
work lacks meaning (one of the foundation stones of Taylorism was that a
worker should be paid a higher wage for agreeing to be deskilled and the resultant
loss of autonomy). Social ventures should not have to pay that premium.

The point applies equally to relative wages within a venture. The 2:1 ratio

in the case of the Tower Hamlets Community Recycling Consortium is not
uncommon in worker co-ops. 3:1 is a more typical benchmark in the community
sector. It is not that staff in a venture should not be paid a living wage. Rather
it is to introduce the notion of equity as perceived both by staff, volunteers, and
the users (or in the fair trade case the suppliers) in the comparative levels of
pay. Where problems arise is when some staff are paid at market rates (because
their skills are said to be needed) while others are paid at the levels of the
moral economy. This is a divisive practice that will weaken any such organisation.

In business and public organisations a common finding of research is that the
more people know about others’ pay the more dissatisfied they are likely to

be. Few people believe that it’s fair for them to be paid less than others. But in
organisations with a social mission this pattern is less common. One strategy
that has helped resolve pay tensions internally is full wage transparency. This
approach was introduced by the think tank Demos. It caused initial unease,
and there were some immediately recognized anomalies. But once these had
been redressed, the practice ensured a great sense of equity. A similar practice
was followed by the School of Everything.

Paid staff and volunteers

The question of the perceived fairness of rates of pay is particularly relevant
for the relations of a venture to its volunteers. The more the levels of pay
diverged from an equity norm, the greater the disincentive to the volunteer.

A good example is Oxfam whose network of 900 shops has 20,000 volunteers
to run them. Oxfam exemplify the approach outlined in method 24. They
have a clear code for volunteers and a commitment to provide them with

the necessary skills. Ten years ago this voluntary retail economy was thrown
into crisis by the appointment of 500 managers to run the busiest shops. The
managers were recruited at a salary level that the volunteers considered to be
out of proportion to the ethic and goals of the organisation. The restoration of
the fortunes of the shops and the fact that the managers helped them generate
income to fund Oxfam’s aid programmes restored a measure of stability.
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The incipient tension that arises between paid and unpaid staff can be
lessened in a variety of ways: first and foremost by recognition of the
volunteer’s contribution, but also by tangible reciprocity (one unpaid board
member of a small real ale company told us he valued his monthly crate of
beer more than many times is monetary value). There is also the possibility
discussed in method 24 of nominal payments, whether in cash or —in some
places —local currency notes. All this can be summarized in the dictum that
volunteers should not be taken for granted.

Operations and innovation

In all productive organisations there is also a potential tension between
operations and innovation. The incessant demands of running anything
crowd out time and creative space to radically innovate. This is why it often
takes the disruption of a major crisis to force an organisation to change.

One of the authors has vivid memory of a remarkable doctor in his Devon
surgery discussing practice innovation in the new PFI-funded surgery under
the reproving eye of the practice general manager for whom running the
existing practice was more than enough.

This tension at its core is one of function not of people. It is nevertheless
expressed through people, and erupts in many different forms: the innovator
replaced in a coup by disturbed investors; a board concerned that its chief
executive is so busy in pursuing the policy of openness that he or she does not,
have his or her eye on the main business; the operational manager impatient
with what he or she experiences as the lack of grip of the chief executive; all
those in the existing operations resentful that they are left with the mundane
jobs while new ventures have the exciting ones and that the resources the
existing services have generated are being devoured in risky initiatives.

These are all factors that act as a drag on innovative social organisations
remaining so. When faced with the problems, boards tend to side with
operations for there is nothing that traditional boards dislike more than the
sense that organisations for which they have responsibility are in any sense
chaotic. Whether in large organisations or small, where there is much to lose
as well as to gain, the tendency will be to appoint the competent operational
manager as the Chief Executive with the innovator as subordinate rather than
the other way round.

Our view is that ventures need to recognize this emerging tension from the
beginning — in their innovation phase — and plan their structure and staffing
to take this into account. If the venture is to remain innovative then it must
institutionalize the space and capacity to innovate — through the open policies



182 SOCIAL VENTURING

(method 18) and reflective formation (method 20) approaches outlined
earlier, through earmarked funding and spin-offs (as well as spin-ins), through
sticking with innovative chief executives but with an operational deputy in
charge of the day to day, supported by sophisticated operational systems.

Individual development and organizational continuity

Social ventures depend on continuity for the strength of their relationships,
yet individuals gain from mobility. This has always been a problem for family
firms — where children can learn the trade from their parents, but need a
wider perspective if they are to progress. In the furniture industrial district
of Jutland in Western Denmark, sons went to the local technical college, were
then sent on a ten years plus tour of Western Europe, working in different
furniture factories, to return with this knowledge and contacts to take over
from the father when he retired. High-tech firms encourage their employees to
move and return, or to work part time so that they gain experience elsewhere.

Social ventures need to retain this perspective for their employees. They
should plan for moves and secondments to widen experience while retaining
the staff connection to the home base. Like alumni, former employees should
be welcomed back to events that helps retain continuity with users and
suppliers. It is part of a strategy for expanding relational capital.

Developing its staff is important not only for the venture itself but to create
a group of individuals able to put the ideas into practice more widely. In its
internal policies the structures of pay and its operational practices should
reflect the venture’s mission, and avoid the tensions that can arise between
market rates of pay and what is considered equitable with respect to all
staff, volunteers and the venture’s beneficiaries. It should also foresee the
further common tension between the demands of operational management
and the conditions for continuing innovation.
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