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Agenda

WHAT IS A SOCIAL ENTERPRISE?

WHAT FORMS CAN IT TAKE?

WHAT ARE THE FINANCING MECHANISMS AVAILABLE FOR SOCIAL ENTERPRISES?
CLARIFYING YOUR THEORY OF CHANGE

CAN SELF-GENERATED REVENUE FIT INTO YOUR IMPACT MODEL?
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The Double/Triple Bottom-Line
Social, Financial & Environmental

e Social enterprises occupy the space between old-school commerce and old-school charity

Have a clear social and/or environmental mission set out in their governing documents
Generate the majority of their income through trade;

Reinvest the majority of their profits;

Autonomous of the state;

Majority controlled in the interests of the social mission;

Accountable and transparent.

 NGOs create social value, while a social enterprise aims for sustainability in the financial, social and

environmental sense.

* Social Enterprises differ from traditional business in that they often respond to market failures versus market

opportunities
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Commercial entrepreneurship responds to a market opportunity; often social entrepreneurship responds to a market failure
Social ventures occupy the space between old-school commerce and old-school charity
Have a clear social and/or environmental mission set out in their governing documents
Generate most of their income through trade [this is in the purest sense; in the Middle East most social enterprises are still striving to get to this point although the ecosystem is definitely evolving] 
Reinvest most of their profits
Autonomous of the state
Majority controlled in the interests of the social mission
Accountable and transparent
NGOs are focused on creating social value, without much regard for the business bottom-line, while the social enterprise aims for sustainability in the financial, social and environmental sense.



Aiding a wide spectrum of enterprises

Primary driver
is to create
societal value

Social Purpose Organisations (SPO’s)

Revenue Generating Social
Enterprises

Charities

Potentially
sustainable
>T5%
trading
revenue

Profitable
surplus
reinvested

Breakeven all
income from
trading

Trading
revenue and
grants

Grants only:
no trading

Impact Only Impact First

Grant making Social investment

Venture Philanthropy

‘Blended’ societal and financial value

Primary driver
is to create
financial value

Socially
Driven
Business

Traditional Business

Profit .
distributing CSR
socially Company
driven

Company
allocating
percentage 1o
charity

Mainstream
Markel

Company

Finance First

JLiall
ALFANAR



Presenter
Presentation Notes
How would you identify your organisatoin?


How Can Social Enterprises Be Structured?

100% social 100% commercial

n

il »

NON-PROFITS WITH . M !:'D
INCOME-GENERATING

ACTIVITIES

INAASH

Shareholders or trustees do Inaash works to promote Palestinian cultural heritage through the

not benefit financially production of high-end traditional embroidery, and to create economic

. opportunities for women living in Palestinian refugee camps in Lebanon.
Any income earned must be PP g g P

retained by the organization Its network of highly skilled embroiderers produces beautiful handmade

and used for its own goods including apparel, home and fashion accessories that are sold

expenses, operations, and across the world. It is registered in Lebanon as a charitable association,

social purpose programs with members and a Board of Trustees
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Non-profits with income-generating activities (the majority of our historic portfolio)
It is a business from which its shareholders or trustees do not benefit financially. 
Any money earned must be retained by the organization, and used for its own expenses, operations, and social purpose programs
Example: The majority of Alfanar’s investees in Egypt. In Lebanon, Ana Aqra, MMKN,  – FLDO, Bedayaat, Al Mawred, Shomoo, Future Eve, Together for You

Hybrid or blended models
Many social enterprises operate both a company and a non-profit side-by-side such that any revenue or profits generated by the company are used to cross-subsidised their social purpose work run out of the non-profit
This often allows social enterprises to weather inconsistencies in and unpredictability of cash flow with grants and manage taxes appropriately
Example: Educate Me (not there yet, but looking to establish a subsidiary company to run teacher training and professional development work through)
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How Can Social Enterprises Be Structured?

100% social

100% commercial

<

SOCIAL PURPOSE
BUSINESS

Aims to generate the
majority of its income

through trade

No structures in the Arab
world like CIC (UK) or Benefit
Corporation (Some us

States)

»

HIPPOCAMPUS|

LEARMNMING CENTRES

Hippocampus LearningCentres (HLC), is a private limited company
registered in Bangalore, India. Launched in 2008, the organization provides
children and youth from low-income rural communities with high-quality
prospects enabling them to make the most of their power of
choice. Currently HLC operates over 350 affordable private schools in India,
and in 2016 launched a franchise in Mexico. They have a board of directors,
investors, and operate as a commercial entity that provide a much needed

service to an underserved population.
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Social Purpose Business
Aims to generate the majority of its income through trade
Example: Nafham, iStem
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How Can Social Enterprises Be Structured?

100% social

100% commercial

»

<

HYBRID OR BLENDED
MODELS

For-profit revenue cross-
subsidises social purpose
work run out of the non-

profit

Helps weather
inconsistencies in and
unpredictability of cash flow

with grants

Manages taxes efficiently

»

2

G
i . i H CGRAMEEN
FOUNDATION

The Grameen Foundation is a charitable organisation registered in the US that
was funded by and based on the mission of the Grameen Bank. It works to
increase access of poor people to microfinance. In 2013 they launched a limited
liability company called TaroWorks that sells an advanced mobile data platform
to help organizations enhance data collection, monitoring, sales and inventory
management in the field. TaroWorks LLC is a wholly-owned company

of Grameen Foundation
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Hybrid or blended models
Many social enterprises operate both a company and a non-profit side-by-side such that any revenue or profits generated by the company are used to cross-subsidised their social purpose work run out of the non-profit
This often allows social enterprises to weather inconsistencies in and unpredictability of cash flow with grants and manage taxes appropriately
Example: Educate Me (not there yet, but looking to establish a subsidiary company to run teacher training and professional development work through)



Social Enterprise in the Arab World

Tend to be led by young, urbane entrepreneurs over organisations serving the ‘Bottom of the

Pyramid’ or rural areas

Tend to face government barriers and misunderstanding in the community
Face difficulty in securing “smart” capital

Lack of growth capital, ticket sizes of S150-500k

Hard to identify unusual suspects,

Social enterprise lacks proper definition in Arabic or understanding in the region
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the overwhelming attention garnered by plugged in social entrepreneurs at the expense of those operating in rural and ‘Bottom of the Pyramid’ areas, two locales uniquely susceptible to enterprising endeavors of the social kind.

Government barriers and misunderstanding: SEs do not neatly fit into the region’s existing legal and administrative frameworks, and as a result face complications – particularly during registration.

securing smart capital is especially hard for SEs. Not only do private investors prioritize a return on investment (ROI) over social impact, but banks also avoid funding these impact-driven businesses.�




Financing Social Entrepreneurship
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Who are the funding bodies?
) o .

¢ I[mpact Investors
¢ VVenture Philanthropists

-

e International/Multinational
Institutions

e Government Agencies
e Corporate Bodies

e Foundations

¢ \Venture Philanthropists
e Philanthropists

\_

J

Repayable
Grant

-

¢ VVenture Philanthropists « Impact Investors

* Angel Investors
e \Venture Philanthropists
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Going Beyond Funding
Alfanar supports social enterprises and applies best practices to help them effectively address social problems and become sustainable enterprises
We give special – but not exclusive – focus to investments that improve Early Learning and Women’s Economic Empowerment, due to their long-term impact on society and multiplier effect
We start by investing in projects, and move to strengthening organizations.
We are a Not-For-Profit organization that seeks to support organisations that work towards achieving both social and financial returns. (We are impact-only; we only seek social, not financial, returns)
A core part of our offer is to provide grant; over the coming three years, we will experiment with 0-interest repayable grants 
In the short-term, Alfanar does not have the capacity to administer interest-bearing loans/equity.  Alfanar will partner with specialized partners (banks, microfinance institutions) that offer these instruments and connect investees to them after exit.
We aim to grow the average size of our investment over time. 
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Applying Venture Philanthropy

Tailored
Financing

S ]

Grants, Accountability, Business

Management Impact
Support Measurement

0% Loans, Low- Coaching & Intelligence
interest loans Training Technology

JLiall
ALFAMAR 12



Presenter
Presentation Notes
Going Beyond Funding
Alfanar supports social enterprises and applies best practices to help them effectively address social problems and become sustainable enterprises
We give special – but not exclusive – focus to investments that improve Early Learning and Women’s Economic Empowerment, due to their long-term impact on society and multiplier effect
We start by investing in projects, and move to strengthening organizations.
We are a Not-For-Profit organization that seeks to support organisations that work towards achieving both social and financial returns. (We are impact-only; we only seek social, not financial, returns)
A core part of our offer is to provide grant; over the coming three years, we will experiment with 0-interest repayable grants 
In the short-term, Alfanar does not have the capacity to administer interest-bearing loans/equity.  Alfanar will partner with specialized partners (banks, microfinance institutions) that offer these instruments and connect investees to them after exit.
We aim to grow the average size of our investment over time. 
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The 20/20/20 Exercise

Imagine if you were going to describe, in 20
words or less, what the organisation did in
twenty years’ time, but only had twenty
seconds with which to do it, what would you

say about what the organisation has

achieved?
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Benefits of a TOC

Anchor — makes sure you are Roadmap - if you imagine
always tied to vyour original that your vision is a bright
vision, meaning that you never light in the distant horizon,
drift too far away and start your Theory of Change is

losing  your focus as an what lays out the clearest

organisation route to get to it.
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Developing a TOC transforms stakeholders into active participants in the analysis of information - rather than passive collectors and reporters.
TOC provides decision makers at all levels with guidelines on the type of information that they will require in order to make effective evaluations.
TOC allows evaluators to identify relevant research questions.
TOC helps explain the relationship between a strategy and an outcome.
TOC allows stakeholders, including decision makers, to identify how their assumptions and expectations can impact their decisions, behavior, plans and outcomes.

13 Probing Questions from 4 Key Areas to help your organisation gain incredible clarity in its purpose:
Assumptions
Target Group
Strategies
Outcomes
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Define The Problem You Are Tackling I3

o &

\What are
the causes?
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Developing a TOC transforms stakeholders into active participants in the analysis of information - rather than passive collectors and reporters.
TOC provides decision makers at all levels with guidelines on the type of information that they will require in order to make effective evaluations.
TOC allows evaluators to identify relevant research questions.
TOC helps explain the relationship between a strategy and an outcome.
TOC allows stakeholders, including decision makers, to identify how their assumptions and expectations can impact their decisions, behavior, plans and outcomes.

13 Probing Questions from 4 Key Areas to help your organisation gain incredible clarity in its purpose:
Assumptions
Target Group
Strategies
Outcomes
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Developing a TOC transforms stakeholders into active participants in the analysis of information - rather than passive collectors and reporters.
TOC provides decision makers at all levels with guidelines on the type of information that they will require in order to make effective evaluations.
TOC allows evaluators to identify relevant research questions.
TOC helps explain the relationship between a strategy and an outcome.
TOC allows stakeholders, including decision makers, to identify how their assumptions and expectations can impact their decisions, behavior, plans and outcomes.

13 Probing Questions from 4 Key Areas to help your organisation gain incredible clarity in its purpose:
Assumptions
Target Group
Strategies
Outcomes
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Developing a TOC transforms stakeholders into active participants in the analysis of information - rather than passive collectors and reporters.
TOC provides decision makers at all levels with guidelines on the type of information that they will require in order to make effective evaluations.
TOC allows evaluators to identify relevant research questions.
TOC helps explain the relationship between a strategy and an outcome.
TOC allows stakeholders, including decision makers, to identify how their assumptions and expectations can impact their decisions, behavior, plans and outcomes.

13 Probing Questions from 4 Key Areas to help your organisation gain incredible clarity in its purpose:
Assumptions
Target Group
Strategies
Outcomes
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Developing a TOC transforms stakeholders into active participants in the analysis of information - rather than passive collectors and reporters.
TOC provides decision makers at all levels with guidelines on the type of information that they will require in order to make effective evaluations.
TOC allows evaluators to identify relevant research questions.
TOC helps explain the relationship between a strategy and an outcome.
TOC allows stakeholders, including decision makers, to identify how their assumptions and expectations can impact their decisions, behavior, plans and outcomes.

13 Probing Questions from 4 Key Areas to help your organisation gain incredible clarity in its purpose:
Assumptions
Target Group
Strategies
Outcomes



What is the prob- Who is your key What is your entry What steps are What is the mea- What are the wider What is the long-
lem you are trying audience? point to reaching needed to bring surable effect of benefits of your term change you
to solve? your audience? about change? your work? work? see as your goal?
measurable effect? wider benefits?
measurable effect? wider benefits?
PRACTICAL TOOLS TO TRIGGER & SUPPORT|SOCIAL INNOVATION Delllelopment Impact & You
® ® ® [ ] ® ® ® ® ® [ ] ® ® ® ®
KEY ASSUMPTIONS KEY ASSUMPTIONS KEY ASSUMPTIONS KEY ASSUMPTIONS KEY ASSUMPTIONS KEY ASSUMPTIONS STAKEHOLDERS
=
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NESTA — DIY Toolkit: https://diytoolkit.org/media/Theory-of-Change-Size-A4.pdf


https://diytoolkit.org/media/Theory-of-Change-Size-A4.pdf
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