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[bookmark: _Hlk8311969]3rd meeting of the Cross-Party Group (CPG) on Social Enterprise in The Scottish Parliament

Scotland’s national policy forum for social enterprise

Wednesday 26 June 2019, 13:00 - 14:30

The Robert Burns Room (Committee Room 1), The Scottish Parliament, Edinburgh, EH99 1SP

Tom Arthur MSP, Scottish National Party (SNP), Convener
Rachael Hamilton MSP, Scottish Conservatives and Andy Wightman MSP, Scottish Greens, Joint Vice Conveners

Secretariat provided by Duncan Thorp, Social Enterprise Scotland

The new Scottish National Investment Bank (SNIB) - How can social enterprises benefit?

This 3rd meeting of the CPG will provide you with an opportunity to hear from key speakers and discuss plans to establish a new Scottish National Investment Bank (SNIB). The bank has the potential to transform Scotland’s economy, boosting economic performance and realising the ambition to provide patient capital to finance growth, increasing competitiveness and tackling inequality. The Scottish Government will provide £2 billion over 10 years to initially capitalise the bank. Please read the background information about the SNIB on the CPG booking page before the meeting.

Agenda

12:40 Arrival at The Scottish Parliament (please arrive no later than 12:40 in order to get through security and be taken to the relevant room - we can’t guarantee entry after the meeting starts).

13:00 Networking, drinks and light lunch provided.

13:15 Introduction by CPG Convener, Tom Arthur MSP.

13:20 Speakers (10 minutes each)

Chris Nicholson, Head of Governance and Policy, The Scottish Government
Robin McAlpine, Common Weal
Paul Bradley, Scottish Council for Voluntary Organisations (SCVO)

13:50 Questions and discussion with delegates
14:25 Any other business and general questions about the CPG.
14:30 Meeting ends.

If you need further information or have questions please email: duncan.thorp@socialenterprise.scot 


Cross-Party Groups (CPGs) provide an opportunity for members of all political parties, outside organisations and members of the public to meet and discuss a shared interest in a particular cause or subject. The Cross-Party Group (CPG) on Social Enterprise in The Scottish Parliament is Scotland's social enterprise policy forum. You can see details of the group, MSP involvement and the external member list etc. on The Scottish Parliament website here. 
Purpose of the group
· To give Scottish social entrepreneurs a strong, united voice and help them influence policy-making
· To pro-actively raise awareness and understanding of social enterprise among MSPs and the public
· To help drive forward the growth and success of the social enterprise economy in every community
· To increase the role of social enterprises in designing and delivering public services
· To open up private sector business opportunities to social enterprises
· To tell the inspiring stories about the human and environmental impact of social enterprises
Background to the Social Enterprise CPG
Social Enterprise Scotland was the founder of and secretariat to the previous CPG on Social Enterprise that ran in Parliamentary Session 4. 
The CPG had a high level of engagement and turnout. It discussed issues of importance to MSPs, our society and economy, including: public service reform, local government and social enterprise, public sector procurement, the Commonwealth Games and more. 
Information and minutes of previous CPG at: parliament.scot/msps/97764.aspx
Social Enterprise Scotland has now re-established the CPG due to popular demand within the social enterprise community.
The relaunched CPG has been approved by The Scottish Parliament, with the support of MSPs, information on The Scottish Parliament website: parliament.scot/msps/social-enterprise.aspx 
Tom Arthur MSP of the SNP has been elected as Convener by founder MSPs, with Rachael Hamilton of the Scottish Conservatives and Andy Wightman of the Scottish Greens as Vice Conveners. Dean Lockhart MSP and Alex-Cole Hamilton MSP have also given their support to the CPG as founding members.
The new CPG builds on the success of the previous national policy forum. Open to all, the group will be an opportunity for social entrepreneurs to connect with MSPs and drive forward the development of social enterprise policy.
The format of the meetings are a roundtable discussion, with plenty of time for questions and debate. Future meetings will have guest speakers and specific themes. Meetings are open to anyone with an interest in social enterprise.
SES provides secretariat support and development for the CPG. Questions about any aspect of the CPG to Duncan Thorp: 0131 243 2650 / duncan.thorp@socialenterprise.scot

Report from the 3rd meeting of the Cross-Party Group (CPG) on Social Enterprise in The Scottish Parliament
CPG Convener, Tom Arthur MSP, welcomed and thanked attendees. 
The Convener explained that we had attempted to get a gender balanced panel but unfortunately had not succeeded on this occasion.
Attendees participated in a vote to confirm the minutes of the previous CPG meeting that had been circulated prior to this meeting. 
The Convener introduced the topic of the Scottish National Investment Bank and introduced the speakers.
Speaker presentations
Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

I’ll give an overview of the process for establishing the bank and how we get there. The Bill is currently at Stage 1 in The Scottish Parliament, dealing with governance structures etc. The idea of a SNIB dates back a number of years and there are global examples. The 2015 Scottish Government economic strategy was a catalyst for the SNIB. Professor Mariana Mazzucato of UCL and Common Weal has also promoted the idea. Benny Higgins was recruited to look into the policy and the 2018-19 Programme for Government mentioned a Bill. The Bill is currently with the Economy Committee of The Scottish Parliament, where there is broad support for the bank. The bank is about market creation not market fixing - working to tackle social issues and linked to the Scottish Government National Performance Framework (NPF). The work of Professor Mariana Mazzucato has been important. The bank missions are still in development, currently centred broadly on climate change, regeneration and demographic change. It plans to also bring together existing public sector finance streams. Now is the time for social enterprises to influence, including views on the missions. Also where the gaps are in the market in terms of finance and funding, making the most of the capital we hold. This is about long-term patient finance that goes beyond election cycles. 

Robin McAlpine, Common Weal: 

Common Weal are big supporters of social enterprise. It’s now over to you as social enterprises to give your views and shape the new bank. We believe that the SNIB is going in the right direction. We must ensure a voice for stakeholders in advisory group to drive the strategic direction of the bank. We took part in a session with bank officials regarding the proposed missions. We must also shape the criteria for how loans are decided and influence the bank to do things differently. It has to be an active bank and develop new markets. Got scaling up or supply chain issues? Tell the new bank. What other opportunities, perhaps risky ones, do you know of? The bank must create supportive packages for investees it’s not just about getting finance in a traditional way. Think not in terms of market failure but what helps you do what you want to do. Do you have a scale up plan where you’re cash tight? Ask the SNIB. It’s about customer focused, long term, social change projects, things you can’t get from commercial banks. Demand is essential. On launch day, what if no one comes? It needs a strong portfolio of products/customers. Read the missions broadly e.g. climate change - a product that is sustainable would fit. Make yourselves major demand pulls for the bank. The SNIB is now trying to identify packages and sectors that will make a difference, where are the gaps? Tell the bank. This can be transformational for social enterprises. It will stand or fall depending on who knocks their door. Shape their thinking and action now, in the early days. Help them get money out of the door. What will transform your enterprise?

Paul Bradley, Scottish Council for Voluntary Organisations (SCVO):

SCVO and Social Enterprise Scotland fully support the SNIB but it needs to be set up in the right way in order to transform our economy. As membership organisations our key function is supporting social enterprises and charities. We raise awareness and make sure that the third sector voice is heard and help drive forward equality and diversity. The doors are open to the SNIB. We agree that we need a SNIB and there’s cross-party support in parliament. We believe in a long-term vision of social and environmental impact and a zero carbon society not so focused on growth. The SNIB Bill in parliament is enabling legislation to set it up, it’s technical detail so we’ll need to influence in the later stages of the SNIB too. However, the current bill doesn’t focus enough on social and environmental priorities. It doesn’t matter your size or structure as third sector organisations you should have access to the SNIB and it must focus on social/environmental priorities. The values of the third sector need to be in the bill but it has a standard private sector focus in the language it uses. If there are concerns about demand then the SNIB must include third sector and citizen participation. Benny Higgins has pledged that it must be a leader in equality, sustainability and similar area. But what role will the advisory group play? The group should not be about day to day operations but it can’t just advise ministers, it must stay long-term to keep the SNIB on mission. Public participation is a priority - it must be different to standard banks.

Questions and discussion with the audience

Rachael Hamilton MSP: 

There’s a real opportunity to get involved at the early stages of the SNIB. Banks are risk averse, how different will it be? What are the minimum and maximum loan thresholds and how will the bank measure economic and social value?

Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

No discussion about minimum/maximum loans yet. There will be £200M each year available broadly speaking. Ministers will set the strategic direction and the bank will determine the risk strategy. How we measure social and economic outcomes is the question, it’s under discussion. No underwriting or guaranteeing the bank, if it fails it fails.

Rachael Hamilton MSP: There is also the question that a social enterprise applicant could be a housing developer.

Robin McAlpine, Common Weal: 

Housing providers going to the SNIB might be redirected to Scottish Enterprise. The bank must make money, it’s loans not grants. But organisations that are traditionally risky could receive investment. Past the missions it’s the culture of the SNIB that’s important. They shouldn’t be rejecting anything straight away, it doesn’t have to be restrictive.

Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

A different approach to risk will be inherent in the bank, as it will be different to other banks. 

Tracy Thomson, Social & Community Capital, Royal Bank of Scotland (RBS): 

One of the gaps is patient capital not loans. It’s missing from this landscape, not just about lending.

Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

Yes to debt and equity lending but also looking at other products, nothing being ruled out. We can look into it.

Robin McAlpine, Common Weal: 

Another option is to guarantee loans but UK treasury rules are a restriction on this.

Leslie Huckfield, Glasgow Caledonian University:

Most social enterprises are represented by Senscot networks. Also this not the only national investment bank, others are looking in to it. John McDonnell [UK Labour Party Shadow Chancellor] is interested and also has target of doubling the number of co-operatives.  The SNIB is overloaded with expectations and people will already be preparing bids. Most social enterprises don’t have assets or collateral. If you go to Social Investment Scotland or Charity Bank the only asset is often the business plan. A lot of due diligence needed by organisations which is expensive.

Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

Yes we have very widespread ambitions but yes we can’t overstretch. A risk of lack of demand but due diligence needed. Investments must work well. Heard about the UK proposal. We’re speaking to a wide range of people e.g. early stage start ups so we hear this issue and looking into it.

Paul Bradley, Scottish Council for Voluntary Organisations (SCVO):

Yes all our organisations need to work together and we need to find out what our members need, working with Senscot, Common Weal and others.

Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

The Building Scotland fund [precursor to the Scottish National Investment Bank] is operating right now. We’re working with them and already have case studies, building a pipeline and listening to feedback.

Robin McAlpine, Common Weal: 

John McDonnell’s office called us. Their plan is to have regional banks supported by a central UK investment bank. The whole point of the SNIB is to deal with the issues identified, the SNIB will happen and we’re now starting to look at the detail. Those with solid business plans and no collateral should be supported and this will happen. We need a vision based on solid detail. The products offered will make or break the SNIB. Social enterprises must explain to the SNIB what products they need.

Sally-Anne Hunter, Good Funding: 

I’m pleased about the discussion on different products. Most people I work with are not shareholders so can’t access equity. I’m currently working with Edinburgh Napier University to examine a type of financial product that looks like equity but isn’t? Mission direction is not set yet, is that right? Why those missions? What about organisations that can’t fit into this criteria? Is a charity style test included? 

Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

The missions are not really set in stone at this stage apart from climate change. They are quite wide and sit alongside the purpose and objectives. We can also invest in other areas, guided by the National Performance Framework too. We can’t do everything but very much in development. There’s an opportunity to influence and we won’t tie our hands.

Robin McAlpine, Common Weal: 

You would struggle not to find some way to fit into this broad criteria. Objectives like the decarbonisation of Scotland can’t be done by the SNIB, other solutions are needed. There are different layers of missions, it’s not restrictive. There is jargon and treasury rules mean it can’t lend to the public sector. It uses the language of the private sector but social enterprises are included, just a language issue. Financing good organisations is key to success.

Leslie Huckfield, Glasgow Caledonian University:

Most social enterprises are companies limited by guarantee so can’t take on equity finance. Be careful about types of products or social enterprises may be excluded.

Robin McAlpine, Common Weal: 

You need to tell them the products you want. I can’t emphasise this enough.

Paul Bradley, Scottish Council for Voluntary Organisations (SCVO):

Language has been a barrier, it didn’t sound like it was for our sector. There’s a Scottish review of the SDGs [United Nations Sustainable Development Goals], this should connect with the SNIB too. Transparency is vital at the beginning in terms of how the SNIB is set up. 

Amanda Taylor, Taylor Nisbet:

How much is available to invest? What about link with existing third sector infrastructure?

Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

The bank will cover its costs. Business support is being explored with the enterprise agencies.

Graeme Ferguson, Fife Council:

Don’t create another support agency, don’t duplicate. Do you have to have been snubbed by other investors to access the SNIB?

Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

There’s no appetite for any new agencies. We’re not looking to crowd out other investors.

Robin McAlpine, Common Weal: 

If it’s easier to be funded by a commercial bank then customers may be signposted elsewhere? This can be a new direction for social enterprise. Not duplication but this can support development and do transformation differently.

David Hood, Edinburgh Institute: Market creation not market fixing is good. We’re working on a current project about this and how we create new markets.    

Chris Nicholson, Head of Governance and Policy, The Scottish Government: 

Traditional approach is being market led with a public sector “fix it” role. Now should be the other way around. The free market says “if wheels are not profitable then we don’t need wheels”. Government is now asking “what type of economy do we need?” and creating new markets. Opportunities in housing and energy efficiency in Scotland. Also public procurement often closed off for social enterprises, the SNIB could potentially open up new supply chains.  
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