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Introduction

If you are considering setting up

a rural community business -
whether it is to be a co-operative pub,
a community-run shop or café, green
space, energy project, broadband hub
or library - there will be a number of
areas common to all of these projects
that you will want to explore.

Community businesses trade primarily
for the benefit of their community.
They are controlled by the community,
and they have open and voluntary
membership, actively encouraging
people to get involved by becoming
members. They are set up on a one
member, one vote basis, rather than
one share, one vote. This is important
because it means that all members
have an equal say in how they want
the co-operative to be run, regardless
of how many shares they’ve bought
or how much money they’ve invested.
In this way, they are truly democratic
forms of business.

Like any business, a community
business must be profitable. But their
primary trading purpose is to provide
benefits for their community, and profits
are primarily reinvested back into the
business or into the local community.

A really important aspect of community
businesses is that the majority of them
offer additional services that benefit
the wider community.

This guide aims to help you from the
initial contact with your community, to
the moment you cut the ribbon. Here
you’ll find out more about
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This guide has been produced as part of Plunkett
Foundation’s support for rural communities looking to
save or set up a service through community ownership.

This guide complements Plunkett’s core advisory
service; for further help and support on setting up

a community business, or if you would like to find
out more about the benefits of becoming a Plunkett
member, please email info@plunkett.co.uk or

call us on 01993 630022 or visit our website at
www.plunkett.co.uk.

Information provided here is for general information
purposes only and does not replace professional legal,

tax or accounting advice. Plunkett Foundation endeavours
to keep written and verbal support up to date and correct
and we make no representations or warranties of any kind.
Any reliance you place on such information is therefore
strictly at your own risk.
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1. How to engage and

consult the

You have an idea which seems to fit well with the
concept of being run as a community business:
you want to involve local people in the decisions
that affect them. The first move is to engage
with them to let them know of your plans and

to get them on board - but this shouldn’t be a
one-off effort.

Community engagement works best when it is an
ongoing process that enables relationships to build
and strengthen over time. All of your engagement
should be planned with this in mind, considering the
contribution of each event, newsletter or update to
a growing level of trust within the community. You
will also need to consider who you would like to
reach and how best to get them involved.

Before your group can start to engage with people,
the first stage is your community consultation. This
is the physical process of gathering ideas, opinions
and information to inform your decision making
and ensure that the entire community is involved in
your project from the beginning - and that you are
providing them with what they want.

Who to consult

First, create a stakeholder list. What do we mean
by the word ‘stakeholder’? Basically, everyone that
is affected in some way by the business you wish
to create.

community

Your list can organise residents, community-based
organisations and local businesses into stakeholder
groups. This will help you to identify how you will
consult with each of them, and which groups you
need to think about more carefully. They will all
have different needs and expectations.

Typical stakeholder groups include:
® Older people

® Schoolchildren

® Young people

® Families

® Those without transport

® Commuters (people living in the community but
working outside of it)

® Housing estate representatives

® Community groups and societies

® People with learning difficulties

® Faith groups (from a range of different faiths)
©® People employed in the community

® Other local businesses, including farms

® Groups from diverse cultural backgrounds
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When to consult

Develop a realistic timetable for your community
consultation.

Think about the time of year. What else is happening
in your local community? Check if other local events
or occasions are planned that might clash with an
event you wish to hold, or lessen the level of interest
- or on the other hand, if there are events which will
make it easier to bring together your community.

Offer a range of dates and times for events: your
community is likely to include people working
different hours, so by offering a combination of
daytime, evening and even weekend dates you can
ensure that you are attempting to reach everyone.

Remember that the more imaginative and creative
your plans are, the more people will want to get
involved - this will make sure that your consultation
has the highest and most diverse input possible.

How to consult

Think about your consultation aims: what
information are you looking for? What do you
need to know? If you are preparing communication
materials (flyers, social media, a local newsletter)
make sure you include these aims in clear terms.

Think about your questions: whether producing
quantitative or qualitative data (see Forms of data on
the next page), these should be simple and put your
stakeholders at ease.

Think about how you are collecting your answers.
If they are written, who will be responsible for
looking at the answers you receive? If you are
having a verbal meeting, is the community
comfortable with an audio recording? In both cases,
how will you organise evaluating your feedback?

Ensure that you comply with the Data Protection
Act when handling people’s personal details.

Essentially the responses to any questions should
not identify who the respondents are, unless they
have given consent.

Ensure that you have enough time and people

to analyse the feedback. You will need to present
your findings to the community. Thank people for
their contributions, and keep them informed as to
what you have learned and what will happen as a
result of the consultation.

To get responses from across your community,
communicate with them in different ways, so
people can respond in a way that is accessible to
them. Popular methods include:

@ Self-completion questionnaires

@ Face-to-face in-depth questionnaires
® Online questionnaires

® Focus groups/workshop

® Public meeting or consultation event
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Forms of data

When your group are planning your consultation
you should consider whether you would like to
achieve quantitative or qualitative data.

Quantitative data - generally collected by
offering ‘multiple choice’ responses which make it
easier to carry out statistical analysis. Analysing
quantitative data involves ‘number crunching’ with
results expressed as percentages and frequencies.
This type of data is usually produced by consulting
a small representative sample of people who will
give you an accurate picture of the community as
a whole. If you want to know ‘how many people
think ... the quantitative method should be used.

Qualitative data - concerned with attitudes,

views and opinions and produced through group
discussions or in-depth interviews. Qualitative data
is less about the number of people involved and
more about the type of information you are trying
to get. Analysing qualitative data takes longer as it
involves grouping strands of opinion that are related
to one another, but if you want to know ‘why people
think ..., then a qualitative method is required.

Where to consult

Where you decide to consult is important. If you
are holding an event, consider venues that will
help you reach the whole of your community.

Community buildings such as village halls are
perhaps the obvious choices although not always
the only option and not all communities have one.
Is there a local school, sports club, or does the
local pub have a spare room that could be used
instead? This is also one of the first opportunities
to allow you to start networking with your
community, so reach out and speak to different
venues about your ideas.

Remember the essentials, such as disabled access,
public facilities, and preferably public transport and
parking nearby.

Resources

You will need to consider the resources you need
for your consultation, and what you have available
already. This might include things like printed
materials, hire of AV equipment, postage, cost of
a facilitator (if you cannot find a volunteer), hiring
a venue, refreshments. Remember to factor this
into any grant applications you make as potential
funders will recognise this as good practice.

Contact Plunkett for further help, guidance and
signposting on setting up a community business.
Also, why not sign up to join our online community
groups for pubs, shops or woodlands. Contact us
on 01993 630022 or info@plunkett.co.uk for
more information and templates.
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2. The steering group

Creating a steering group

When your project is in its early stages, it might
attract interest from a large group of people

from the community. Making decisions among
several people and without a structure can be
difficult, and for this reason, it is extremely useful
to create a steering group as early in the process
as possible. In addition, a steering group lends
credibility to your idea and, as long as you ensure
that it is diverse, it will build support across the
various different sectors of your community.

The steering group (also referred to as a core
team or working group) will coordinate and guide
your project as it moves forward. The group
should include members of the community as well
as people working for other organisations who
may be able to offer knowledge and experience
which will be valuable for your project in these
early stages. Later in the process and once your
organisation has decided upon its legal structure, it
is likely that some of the steering group members
will stay on to form the management committee or
board of directors.

The steering group will:

® Provide a point of contact for your project

® Provide a base for your membership and your
fundraising strategy

® Encourage and strengthen links between the
project, the organisation and the community

® Articulate the vision and mission of your project

® |dentify, network with and recruit potential
partners

® Create and help to implement the action plan

® Choose people to chair sub-committees and
manage volunteer recruitment

® Be accountable for the project’s expenditure
and the overall work of the project

® Monitor the progress of the project against
its goals and keep the overall project plan
under review

® Provide personal support to the project
instigators

Further specific tasks carried out by the steering
group depend upon the needs of your community.
The roles of individuals within the group could be to:

® Consult with the community to find out levels
of interest

® Keep the community informed and involved
® Develop the business plan

® Investigate possible sites for the community
business

® Give advice on property purchase, development,
adaptation and repair
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® Apply for planning permission

® Co-ordinate the development of a survey to
understand what the community needs are or
a feasibility study to determine the viability of
the business

® Research funding opportunities

@ Liaise with outside advisers and support
organisations such as Plunkett

® Co-ordinate and support the involvement
of volunteers

® Personally bring in specific skills required
to develop the business

® Assess the competition and carry out
market research

® Develop a marketing strategy
® Set up a bank account
® Set up the legal structure

Who should be on the
steering group?

You will want enough people to provide the
skills and knowledge that you need, but not so
many as to make things too complicated. Aim
for a manageable number of people or it will be
difficult to reach a consensus; a recommended
maximum might be 12 people.

It is essential that any steering group has:

® A Chairperson - someone who can run
productive meetings, project-manage,
motivate and delegate

® An effective Vice Chairperson to cover the
Chairperson’s absence

® Someone with good financial skills

® At least one good writer with some experience
of writing funding proposals

When forming your steering group, consider the

following individuals:

® People who are enthusiastic about the project
and who have the time and energy to invest in
making the business successful

® People who will be able to attend meetings
regularly

® People not currently serving on existing
community committees or boards but are well

respected in the community and have good
connections with others

The group should be representative of the
community it is going to serve: make sure you have
a good cross-section of the community in terms of
gender, age, ethnicity and socio-economic status.

Try to get some young people involved; they often
have a fresh perspective and plenty of infectious
energy! If they cannot attend meetings they may
be happy to work alongside the steering group on
communications, e.g. social media.

Skills and/or experience that can be useful include:
® Marketing and communications

® Business planning and accountancy

® Funding and finance

® Legal

©® Someone representing the local council or
other key body

® Someone who knows local people and groups
® Facilitation and community consultation

® Building/architecture/surveying, particularly
if the premises you intend to use has any
complex issues

® Websites and social media
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3. Legal and governance

Your steering group will need to consider the
right legal structure and governing document for
the business: this creates a legal framework for
the organisation in terms of how it works
internally. This section aims to help you in your
initial exploration of this topic, and does not
replace legal advice. Considering legal and
governance structures may seem daunting, but
once you’ve decided on what’s right for you, the
process is usually quite straightforward.

There are many different ways of setting up a
co-operative organisation and several different
legal forms. Legal forms should not be confused
with ‘organisational type’ (which defines what type
of business or activity an organisation undertakes).

It is the governing document of the chosen legal
form that makes an organisation a co-operative
as it will include reference to co-operative values
and principles.

Legal structure

The legal structure determines how your
organisation will be seen in the eyes of the law. It
is important for groups to understand how the law
may affect both the organisation and themselves
as members. One key decision when thinking
about your legal form is whether to be
unincorporated or to become incorporated.

Unincorporated - here the law only recognises
that there is a group of members who have agreed
to work together for a purpose and they will have
unlimited personal liability which is ‘joint and
several’. Put more simply, this means that if the
organisation cannot pay its debts at any time then
members that are most able to pay (as opposed to
all members equally) may be liable for these debts
from their personal assets.

Unincorporated organisations cannot own property
and contracts are signed by individuals on behalf
of the members. Being unincorporated suits
groups where there is little financial risk and all
members are comfortable with the level of
financial risk they are taking on. It is important to
review the level of financial risk regularly especially
in light of new contracts or funding.

To start an unincorporated association is easy:
the group can choose any one of a variety of
template governing documents for co-operatives
which are available on the internet or through an
adviser, complete its terms, and sign as the
founder members.

Incorporated - here the law recognises the
organisation as an entity in its own right and this
gives the members a layer of protection known as
limited liability. The governing document will
outline the maximum amount of money each
member agrees to put in (their liability) in the
event of the organisation winding up with debts it
cannot pay. For example, in a Company Limited by
Guarantee usually the members agree to put in a
maximum of only £1 (the amount is in the
governing document) and in a Company Limited
by Shares, or a Co-operative or Community Benefit
Society, the maximum liability is equal to the value
of the shares each member holds. It is worth
noting that in order to keep limited liability status,
the members must ensure that the organisation
trades legally and responsibly, otherwise members
may become personally liable for debts incurred.

Incorporated organisations can own property and
contracts are signed in the name of the
organisation. In return there are some
administrative tasks such as financial records which
the organisation must keep and update. Along with
an annual fee these records must be updated with
whichever regulator you are incorporated with,
such as Companies House or FCA (Financial
Conduct Authority, the registrar of co-operative
and community benefit societies), and annual
accounts need to be submitted to HMRC. It is
worth noting that there are penalties for not doing
these tasks on time.

To incorporate an organisation the founder
members agree and sign both an appropriate
governing document and the incorporation forms
relating to the legal form and submit these to the
appropriate regulator with a fee.
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Ideally all organisations will have a governing
document (sometimes called a constitution,
agreement, rules or articles) which clearly reflects
and sets out what type of organisation it is, what the
group want the organisation to do, who can be part
of the organisation (members), how decisions are
made, what happens to any surplus made during the
year and also what can happen to the assets should

the organisation close, merge with another or is sold.

Governing documents will also include or reflect any
specific requirements of a particular legal structure,
so it is important to choose a governing document
and legal form that are compatible. For example if
you want to have an asset lock in your governing
document, you need a legal form that allows for an
asset lock, such as a Community Interest Company,
Community Benefit Society or Charity.

The following table gives an overview showing which
features are compatible with which legal structure,
the name of the regulator and governing document.

Constitutional Regulator Governing
features by legal Document
structure
Partnership None Agreement
Association None Constitution
Trust None (unless  Deed

a charity)
Limited Liability Companies Agreement
partnership (LLP) House
Company Limited Companies Articles
by Guarantee House
Company Limited Companies Articles
by Share House
Community Companies Articles
Interest Company House & CIC
(Limited by Regulator
Guarantee)
Community Companies Articles
Interest Company House & CIC
(Limited by Share)  Regulator
Co-operative Financial Rules
Society Conduct

Authority

(FCA)
Community Benefit  Financial Rules
Society Conduct

Authority

(FCA)
Charitable Charity Rules
Incorporated Commission

Organisation

Limited liability Can it Asset Lock | Suitable for
(incorporated) issue charitable
shares status
No No No No
No No No (unless  Yes
a charity)
No No No (unless  Yes
a charity)
Yes (but limited No No No
liability is limited)
Yes No No (unless  Yes
a charity)
Yes Yes No No
Yes No Yes No
Yes Yes Yes No
Yes Yes * No No
Yes Yes * Yes (can Yes
opt for
asset lock)
Yes No Yes Yes

* These two legal structures have an exemption under the Financial Services and Markets Act 2000 so can issue community shares to the public without
an authorised prospectus. For more information see communityshares.org.uk
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Further terminologies which you will come across
when setting up your legal structure include:

- objects are general overarching
statements to define what the organisation wants
to achieve. For example a co-operative pub may
have the following objects:

‘Transforming the Plunkett Public House into a
thriving, viable and sustainable business owned
by shareholders and run for the benefit of the
communities it serves. We will provide a place to
meet and socialise in a venue that is welcoming
to all ages offering a range of activities and
events that will address loneliness and isolation
especially for the elderly, disabled and young
families in the community.’

- There should be an easy process for
people to become members, such as a simple
application form and notification that they have
been accepted (or not) into membership. Some
organisations have membership criteria such

as people from a specific geographical area or
community of interest. The people who start

the organisation will be known as the founder
members but it is also important to think about
who the future members might be and how they
will join. How you choose to manage membership
is key, and tends to fall into two categories.

Large membership - The organisation is owned
and controlled by members of a geographic
community or ‘community of interest” where

there will be more members than directors, and
the directors are elected from the membership.
The directors take operational decisions but the
members have a strong role in controlling the
overall governance. Having a large membership
can create a virtuous circle whereby it is in the
interest of members to also be active as customers,
supporters and also volunteers. Members do not
personally have access to the organisation’s income
or assets but can stand for and elect the directors
(known as the management committee). You can
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build up membership steadily over time (with each
person purchasing a single share in order to become
a member), or in one concentrated effort such as a
community share offer, whereby people can invest
in several shares in order to start the organisation.

Small membership - all directors are members and
all members are directors, and can hold office for
long periods of time without offering themselves
for re-election.

Directors / management committee / trustees -
a general term for the people appointed to be
legally responsible for the organisation for a fixed
or open length of time.

Asset lock - a legal promise stating that any
assets (money, equipment, land or buildings)
owned by the organisation, which have generally
been built up over the life of the organisation by
people committing time and/or money in order to
make a difference, are protected and there is no
opportunity for individuals to make any personal
financial gains should the organisation close or
merge or its assets be sold.

Governance - the internal process of how
decisions are made to ensure the accountability
and strategic direction of the organisation. These
processes are set out primarily in the governing
document and supported by any additional policies
or secondary rules. The governance can be further
defined through the creation of an organisational
handbook containing procedures, an organigram
(organisation diagram) and job descriptions.

Organisational type - a general term which

an organisation may use to describe itself. The
organisational type of an organisation may define
what type of business or activity it undertakes,

or its relationship with its members, how it goes
about that business (its ethos and values) or in
what sector it operates.

Co-operatives - these need to meet the
co-operative principles as laid out in the Statement
of Co-operative Identity by the International
Co-operative Alliance which can be found at
https://www.ica.coop/en/cooperatives/
cooperative-identity.

Co-operatives also operate democratically on a one
member one vote basis. There are several different
types of co-operative businesses, such as:

Consumer or buying group co-operative -
where the customers, i.e. people who buy from
the business, form the membership

Worker co-operative - where the employees,
i.e. people working for the business, form the
membership

Community co-operative — where the community
are actively encouraged to get involved in the
business by becoming members and the trading
purpose is to provide benefits for their community
with profits reinvested back into the co-operative or
into the local community (the usual legal form for
this type of co-operative is the Community Benefit
Society - a structure that aims to provide services
for the wider community as well as members).

Community enterprise - a general term for a
business trading for a social purpose with profits
reinvested into the enterprise.

Charity - the purpose of the organisation must
be recognised by law as charitable and it must
benefit the public or a section of it. You can refer
to the previous table to see whether a legal form is
suitable for charitable status.

Key questions to ask

When you are starting to think about which legal
form and governing document to choose, it is
necessary to think about the following key questions:

©® What do you want to achieve and why?
® Where will the money come from?

©® What will you do with any surplus money at the
end of each trading year? For example it could be
reinvested to further develop the organisation,
shared in part or in whole amongst the members
or donated to charitable or community causes.

® Who will be involved and how?

Members - who can be part of the
organisation? Members must have an interest
in supporting the organisation’s objects.

Customers — who are your buyers? They can
form all or part of the membership.

Suppliers - who you will buy things from?
In some organisations suppliers can also be
members.

® Will the organisation have assets? Assets include
stock, equipment, land, buildings or money.
What will happen to these assets if and when the
organisation is sold, taken over or closed? For
example, will the assets be shared out amongst
the members or will they be protected by an
asset lock (in which case the assets must go to
another asset-locked organisation usually with
similar aims)?
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It is always good to future-proof your initial
thinking, to make sure that your organisation

can act as you intend i.e. if you want to raise
capital through community shares at some

point, you must make sure you choose both a
governing document and legal form that can
issue community shares. Still, you cannot think of
every eventuality in the beginning and members
can usually agree to change both the governing
document and legal form if necessary. Importantly
though, if you are setting up a charitable
organisation, there are restrictions on the type of
changes that can be made by members.

Once you have decided upon your preferred legal
structure it is simple to put in place as long as you
have appropriate advice and support, and it will
give the organisation a framework within which to
operate effectively.

The community business

Plunkett’s definition of a community business is:

Community led - the enterprise should be
committed to identifying and meeting their
community’s needs.

Inclusive - membership should be open and
accessible to all members of the community
and efforts made to reach out to everyone in
that community.

Democratic - the enterprise should be based
on one-member one-vote.

Enterprising - the enterprise’s main source
of income will come from trading with and on
behalf of its members and their community.

Treatment of profits - Profits should not
be used to benefit individuals and the
enterprise is committed to investing into
the local community.

Plunkett also encourages the use of an asset
lock so that in the event of the winding up of
the enterprise, any residual assets would be
applied to purposes or organisations that will
further the aims of the enterprise and not

be used for distribution to individuals. Also
encouraged is the principle of solidarity i.e.
the enterprise will support and promote its
approach to other communities.

Plunkett sponsors a set of Model Rules for
the Community Benefit Society legal form.
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4. Business planning

What is a business plan?

A business plan sets out how you will go about
running a specific activity, or a series of activities,
over a defined period of time. Essentially, it
explains the aims of your business and critically,
how you will reach these aims.

Why is business planning
important?

Producing a business plan enables you and

the steering group to generate a collective
understanding of your business idea, how you
can articulate this, and how you will deliver

this to ‘your market’. As writing a business plan
involves forecasting what might happen within
the environment in which you are operating, it
also encourages you to consider how you might
need to adapt to changing circumstances, protect
yourself against risks, and take advantage of any
opportunities that arise.

Even if you are setting up what might be
considered a relatively small community business,
you should still produce a business plan.

How can we go about writing a
business plan?

Your steering group needs to allow itself enough
time to develop the plan: it can take two or three
days for you to all agree the key decisions and
strategies, plus a longer amount of time to gather
the information and for one individual to write this
up and finalise it with the group. One useful way
of starting is to run a workshop for all steering
group members and capture everyone’s ideas and
thoughts using a flipchart, or you can collect
ideas through a shared online document such

as Google Docs or a Dropbox file - however it

is important to slot in a few sessions working
together in person, as this often allows for swifter
and more democratic decision making.

What should a business plan
include?

There is no set way of structuring a business plan
or of compiling its contents, nor any standard
benchmark on how many pages it should be in
length. However, you should always try to make it
as concise and succinct as possible.

There are certain aspects that should always be
included in a business plan:

1. Mission statement: explaining what you are
trying to achieve

2. Your organisation: its structure, governance
and what it means to become a member

3. The products, services or activities you are
proposing to deliver

4. An overview of the market and customers that
you will be targeting

5. Who you see as your competitors, and their
respective strengths and weaknesses in
comparison to your model

6. The resources needed, how much it will cost to
start the business and a brief overview of your
current financial position

7. Your revenue forecasts: how much of your
product or service you intend to sell, with an
estimated income

8. Targets: what the results of your work will be,
for example the number of people who will
benefit (the social impact)

9. The risks that you are facing, and how you
will control or mitigate these

10. A detailed budget, forecasting for the immediate
future (usually for three years minimum)

When you are ready to start the process of
writing a business plan, please see Plunkett’s

An Introduction to Preparing a Business Plan for a
Rural Community Business for further detail.

= ug
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5. Raising the funds

All groups engaged in setting up a community
business will be faced with raising funds in order
to start. Don’t be daunted by the fundraising
challenge: there are innumerable examples of
community groups that, with the right plan

in place, have gone out and raised significant
sums of money, even in places where money is
relatively scarce.

The first thing your group needs to do before

it begins to fundraise is to draft a business plan
that includes a clear breakdown of the proposed
business’s costs (see Plunkett’s An Introduction to
Preparing a Business Plan for a Rural Community
Business).

There are a number of options for raising funds,
including:

® Issuing community shares

@ Bidding for grants through trusts, foundations
and the Lottery

® Launching a crowdfunding campaign
® Securing donations through fundraising events
® Seeking social sponsorship and corporate giving

® Securing loan finance

Let’s look briefly at each of these in turn:

Community shares

The term ‘community shares’ refers to
withdrawable share capital, a form of share
capital unique to co-operative and community
benefit society legislation. This type of share
capital can only be issued by Co-operative
Societies, Community Benefit Societies and
Charitable Community Benefit Societies (www.
communityshares.org.uk/find-out-more/ what-
are-community-shares).

In simple terms, investors - locals, or anyone that
wants to support the community business - buy
shares in a registered society. The society, where
it is able to, may pay interest on that investment.
The shares cannot be traded like company shares
and their value does not increase, but they can
be withdrawn by the investor on application to
the management committee.

Shares are issued on a one-member, one-vote
basis, so that each investor has equal influence
over the governance processes of the business
regardless of the size of their investment.

Community shares are a form of risk investment,
so regardless of the aspirations of the business
to provide a return for investors, there is no
obligation for interest to be paid, or indeed for
capital to be withdrawn.

A key advantage of community shares is

the incentivisation of investors, whose main
opportunity to receive financial return depends
on whether the business generates enough
profit to enable it to pay interest or dividends to
shareholders. This works well if there is a large
degree of overlap between the ‘community of
investors’ and the ‘community of users’. For
example, in the scenario of a co-operative pub
being launched, the local people who purchase
community shares are also likely to support the
pub by visiting it more frequently so that it is more
likely to generate a profit, and therefore be in a
better position to pay interest on shares.

Community share issues are a growing
phenomenon and they are a good way of raising
capital for a community-run business, even in
deprived areas where local people have little
disposable income to invest, as community shares
can be as affordable as £1 each!

Be sure to seek guidance before you issue a
community share offer (Plunkett can offer support)
as although the issuing of community shares is an
unregulated activity there are plenty of recognised
best-practice examples that can improve the
protection offered to the investor and to the society,
as well as improving the outcome of the offer.

Bidding for grants

A common way that groups raise funds is by
applying for grants from trusts, foundations and
other grant giving bodies.

To increase your chances of success, you need to:

® Research funding sources thoroughly. Your local
Council for Voluntary Service (CVS) or funding
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advice bureau should be able to advise you on
likely sources of funding or you could subscribe
to a national database of funders like Funding
Central (www.myfundingcentral.co.uk).

When exploring which grants are best for you,
check the eligibility criteria and timescale

carefully - or you could spend a lot of time on
the bid, only to find out that you cannot apply.

When filling in grant application forms, read
through the guidance notes closely (all funders
produce guidance on the bidding process).

Stick to the questions and ensure that your
answers are specific, clearly worded and straight
to the point.

While you must be concise, write with a belief
in what you’re proposing and show a passion to
make it succeed - funders will appreciate this.

Ask an independent expert to cast an eye over
your draft proposal and suggest ways that it
might be improved.

If your bid fails, try and get feedback from the
funder on the reasons for this, especially on any
weaknesses or gaps as this will help you improve
future bids.

Finally, don’t take it personally if the bid isn’t
successful - success rates for funding bids are
generally low, but you can improve your prospects
through practice and learning from your mistakes.

Crowdfunding

In a nutshell, crowdfunding is the use of an
online platform that allows people to donate
capital to your business while you’re starting up.
The most successful crowdfunding campaigns are
ones that tell a story and create a buzz, so you will
need to think carefully when writing your ‘story’
for the page, and selecting images. Crowdfunding
campaigns which incorporate videos are also much
more likely to reach their targets, as videos are
engaging, easy to understand and shared widely
on social media, so consider this when developing
your campaign.

Another aspect to consider are your rewards,
whereby different pledges receive different ‘gifts’.
For example, if an individual pledges an amount of

money to the local community shop, as a reward,
they could be eligible for special purchases once
the shop is up and running, or a tote bag printed
with your logo. Simple ‘thank you’ letters are also a
popular way to recognise your sponsors.

It is important to note that some platforms require
you to reach your funding target before the pledge is
confirmed - and once reached they will take a small
amount of commission (usually around 5 per cent).

Therefore, it’s beneficial to set your target a little
higher than you might initially estimate.

Fundraising events

There are lots of options for fundraising events
such as cake sales, jumble sales, sports and games
events, tastings and food market days. These
involve a lot of work and often generate relatively
low levels of funding, but they are a great way of
raising awareness and strengthening community
engagement with your business.
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Here are some tips for producing effective
fundraising events:

Think about your community, and what kind
of event would get them excited about your
new business.

Set a target for the amount you aim to raise and
how you will do this. Think about your pricing
too - remember that some of your attendees
may be able to spend a lot, where others may
be able to spend very little.

Carefully set a budget for the event and try your
best to stick to it (include 15% contingency, for
any last minute expenses).

Work out who your target audience is for the
event and use marketing to reach them (try
posters, flyers, social media posts, a mention
in the local newspaper or website, as well as
plenty of word of mouth!)

Invite potential suppliers and use the event as
a way of building interest.

If you are selling tickets, have a clear process
in place for ordering and receiving these.

If you are planning an outdoor event, have a wet
weather option, and if planning an indoor event,
find a space which you can use in-kind.

Ensure that the steering committee can be
present on the day to chat to your attendees,
and thank them for coming.

Finally, make sure you also thank everyone
who contributes to running the event!

Sponsorship and
corporate giving

You might want to consider trying to secure
funding from companies who might be interested
in what you are doing, or have corporate giving
schemes (you can find out about this on any given
company’s website).

Start with businesses that you already have a
connection with, and try and identify a relevant
named contact to approach, rather than emailing
a generic address. If you are approaching new
companies, remember to think carefully about
ethical considerations and avoid companies
whose values conflict with those of your

group or business. Also, don’t just focus on
cash as companies can also provide materials
for refurbishment, fittings and furnishings,
packaging and stationery, or even goods that
you can sell as part of a fundraising event.

When reaching out to potential sponsors, you also
need to think about what you can offer in return,
such as publicity. This is where social sponsorship
comes in - the company sponsors your new
business so that it can associate its brand identity
and profile with you, for example it might want

its logo prominently displayed on your premises,
website or marketing materials.

As you will often supply publicity or brand
awareness services to a corporate sponsor,
corporate sponsorship is subject to VAT. So, if

you are receiving support over the registration
threshold (£85,000 as at spring 2023), a
percentage of the final amount will be deducted
as VAT - therefore you will need to charge VAT on
top of the agreed sponsorship fee.

Loan finance or
social investment

Seeking a loan is another way of securing
finance for your business. Unlike a grant, this is
repayable, typically with interest.

Although loan finance is not a substitute for grant
funding, it can play an important role within your
group’s overall funding profile and can help you to
develop it all the same.

Social investors play a particular role in financing
community businesses and other social enterprises.
They balance financial returns (repayment of the
original capital sum with interest) with social returns
(helping the investee to reach more disadvantaged
people and generate stronger social impact). Some
offer what is called ‘blended’ finance, which is a
mixture of grant and loan.

Many social investors require ‘collateral’, i.e. security
for the loan in the event that there is a default on
repayment. However, in recognition of the fact that
a lot of community groups don’t own assets, some
social lenders will provide unsecured loans.

Before you commit to taking on loan finance/
social investment, you need to be confident
that your financial projections stack up and you
will generate the ongoing surpluses required to
service the debt (i.e. meet the repayment terms
of the loan agreement).
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6. Volunteers

Many community businesses won’t have the
resources to employ paid staff, and a vibrant

and passionate volunteer workforce can bring a
business to life and engage customers. Strong
volunteer teams share the workload and will
enable your community business to build its
capacity to operate and develop. In order to be
effective, volunteers require careful management
and motivation.

Volunteer roles

To cater for a range of potential volunteers, and in
order to promote diversity, try to design a variety
of volunteer roles that will suit people with varying
motivations, skills, qualifications and interests, as
well as planning for the different amounts of time
that people are able to offer. Volunteer roles can
include a range of activities such as maintenance,
marketing, accounting, event management,
audience outreach, website development, research
and any public-facing roles of your organisation -
as well as the more obvious roles such as working
behind the till or bar, or working on the land.

If you have any paid staff, consult them before you
take on volunteers to make sure there is a good
understanding throughout the organisation.

Before recruiting volunteers, you also need to
ask yourself the following:

® What skills, experience and knowledge
would you like these new volunteers to bring
to the workplace?

® How will you go about finding and recruiting
these new volunteers?

® What will your application and selection
processes involve?

® Do you have good volunteer management
policies and procedures in place?

® Once you have successfully recruited the new
volunteers, how will you ensure that they
remain with you?

Don’t panic if the recruitment of volunteers
seems like it will take a lot of time and effort,
as it will be well worth it.
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Recruitment

To inspire potential volunteers, explore creative
recruitment methods and explain how each role
will contribute to the wider goals of the business.
Remember to use all possible recruitment routes:
word of mouth, websites, social media, advertising,
volunteer centres, clubs, pubs, colleges and local
companies and be sure to work in partnership with
other community organisations.

Make sure that you are able to deal with enquiries,
questions and queries from new and potential
volunteers. There should also be an effective plan
and process in place to deal with any problems
that may occur, so that all volunteers are managed
fairly and consistently.

Be clear about each volunteer role: provide a
written role description specifying how much

time they are expected to commit, to whom they
report, any general duties and responsibilities, and
any specific tasks they will be required to perform.

Management

The activities of staffing, supervising and training
both employees and volunteers are very similar.

It is important to train your paid staff or manager

in volunteer line management, which is key to
engaging, motivating and retaining your volunteers,
providing ongoing support, guidance and direction.

Supervision includes a variety of activities, for
example: establishing goals with your volunteers,
evaluating a volunteer’s performance, rewarding
a strong performance and addressing any issues
with your volunteers. A lack of communication is
one of the main reasons why volunteers become
disillusioned, so ensure that your volunteers
receive relevant and timely information.

Every volunteer you recruit will need some form
of induction, and a volunteer who is intending
to support the community business for a long
time would also benefit from some investment
in training.

Make your volunteers feel welcome with
warm introductions to staff members and
any other volunteers.

Help volunteers to develop new skills and ensure
they have access to the resources and technology
that could help them to acquire new knowledge -
an online training course, for example.

Make sure that volunteers know about the whole
range of volunteering opportunities that are
available - a change of role may suit them and the
organisation. Introduce variety and keep things
interesting for them.

Look to provide leadership opportunities to those
volunteers who want to take on more responsibility
and who potentially might be willing to be a peer
mentor and guide other volunteers.

Keep it social - many people volunteer because

of the social interaction, so provide some events
and opportunities for your volunteers to meet in an
informal social setting.

Help your volunteers to feel connected and

part of something bigger. Share success stories:
volunteers want to know that they are making a
difference, so invite them to provide suggestions
about how something could perhaps be done even
better. Your staff and your volunteers are likely to
be your best ambassadors and, given the right
encouragement, they will have great things to say
to customers and people in the wider community.

Being valued is vital: acknowledge volunteer
contributions and maintain morale by showing
genuine gratitude and demonstrating it openly.
Remember to invest in your volunteers with simple
gestures such as a small gift for their birthday, or
sending a thank you card to their home.
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7. Acquiring premises

There is a wide diversity of projects that come
under the community business banner, with
different capital needs - from acquiring a
nineteenth-century pier, to a tiny community
post office (which may only cost a few thousand
pounds if there is a corner of a pub or hall
available to rent).

The larger projects will spend many months on
fundraising drives and usually rely heavily on
their community’s support as well as substantial
grants. At the other end of the scale, if you are
setting up a small growing business, for example,
and you need to acquire premises for an office or
distribution centre, you still need to make sure
your community is aware of this via consultation
and any public meetings. By talking to people,
various premises may become available that you
might not otherwise have considered. You never
know, someone could offer you a dedicated space
or a room in a local building.

Community shop projects often first look at
acquiring former shop premises but although they
may on the surface seem the most suitable, they
can also be very expensive, require refurbishment
and offer little space for storage or additional
community services such as a café or a meeting
space. Other site options to consider include a
portable or pre-fabricated building, an outdoor
location where you can set up your own ‘pop-up’,
inside a place of worship, or a space within a local
community building such as the village hall. Even
the smallest space can provide a professional
service for the community, so be radical, investigate
absolutely every possible building and remember:
location, location, location.

This is also a great time to take the opportunity
to visit and learn from other established similar
community businesses, great and small. These visits
will help you to get a feel for what is involved in
setting up and running a community business, while
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you may also gain ideas about how you want your
project to develop. Look at the design, layout and
any fixtures and fittings of the premises you visit,
and feel free to ask their team how these decisions
were made.

Choosing a site

Some community businesses come together
specifically to preserve local buildings such as
heritage buildings or village pubs, and so there is
no choice in the matter: the building is the target
and the price needs to be paid.

For those with a blank slate, consider whether the
premises has planning permission for the business
you intend to pursue, as gaining change of use can
be long-winded and not a foregone conclusion.

All commercial property has a code that indicates
which uses are acceptable and your local planning
department will be able to tell you what you can or
cannot do, and whether change of use is likely to
be granted if you apply.

When evaluating a site, the main questions to
ask yourself are:

® Does the local council offer any support or
incentives for taking on an empty building?

® Are the premises large enough?

® Does the internal layout meet with your
requirements?

® Does the building need any repairs? Is it easily
accessible? Is parking available and adequate?

@ Is there likely to be good footfall or any passing
trade?

® Do the premises fit with the image you had
in mind?

@ Is the building located in a safe place? Are any
potential competitors close by? Is the area
served by public transport? Is there good access
for deliveries?

@ If the business expands in the future, will there
be enough extra space to accommodate?

For those community businesses that are taking
over an existing larger, old or neglected building
such as a closed village pub or large heritage
building, the feasibility assessments and surveys
will be an important stage in itself and will need
careful planning and budgeting.
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8. Sourcing suppliers
for your business

It is vital to think about how best to source
what is required for your community business,
and to weigh up the benefits and drawbacks
of every option.

Questions to ask yourself include:

® Do you have time to deal with lots of different
suppliers?

® How can you ensure that the majority of your
stock comes from local suppliers?

® Will they deliver directly to the business, and
if so, how often and what are the terms and
conditions of delivery?

® When looking at a supplier, is their selling
price low enough that the product will still be
affordable for your customers once you’ve added
your mark-up?

Wholesalers and distributors

Community businesses such as pubs, shops and
food businesses can, like any other type of retailer,
source their food from a wide range of wholesalers
and distributors. Buying from wholesalers can be

a very convenient way of stocking a good range

of lines for a community shop, although adding
your margin (the extra cost to make the necessary
profit) can make it difficult for your business to
compete on price with supermarkets who may
stock the same items.

Local producers and suppliers

If it is at all possible to support the local economy,
community businesses usually make the effort to
do so. For example, if you are setting up a food
business, consider buying direct from local farmers
and growers. It may not always be the cheapest
option, but as they sell directly to you the supply
chain is short and this means that produce will look
good on display for much longer and wastage will
be greatly reduced. FARMA, the National Farmers’
Retail and Markets Association, represents farmers
and growers who sell directly to the public, so it is
a good place to start although you should always
ask around locally too.

Why not visit your local farmers’ market to source
potential local suppliers?

If you have made the effort to source locally, make
sure you boast about it! Customers are usually
very appreciative. Co-operative pubs can source
local ingredients for their meals as well as locally
sourced beers and this is likely to become one of
their USPs.

Buying local doesn’t have to be limited to food and
drink. Whenever you are sourcing a supplier, look
locally first. Your co-operative will most definitely
help the local economy to thrive which in turn will
boost your business.
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9. Opening and trading

Once you have established your team and legal
form, written your business plan, fundraised and
set up your staffing, volunteers, premises and
suppliers, you will almost be ready to open and
start trading.

However, first it is vital that you address all of the
legal and Health and Safety requirements that will
make your business safe and ready for business,
including any licences (for the sale of alcohol, for
example), food safety and hygiene regulations, fire
safety checks, electrical, gas and water safety. Your
local council can support you with information.

Appropriate insurances should also all be in place.
You should have a register of members and have
already informed them of the processes involved
in running the society, such as the date of the first
Annual General Meeting.

Make sure that you have all your accounting
procedures, banking and cash handling processes
in place and that you have a robust cash checking
system in which the relevant staff are trained.

Promotion and publicity

The official opening day is approaching and so now
is your chance to really celebrate everything that
you've achieved so far, with your community!

Your grand opening should be a significant event,
so invest some time in planning it. Keep in mind
that it’s best organised for a couple of weeks after
you have actually started to trade, as by then you
will have sorted out any teething problems.

Now is the time to build trust and a closer
relationship with all of your soon-to-be customers,
so make sure you let them know when the official
opening will be, well in advance. Useful tactics
include flyers, posters, bulletins in local newsletters,
a news release to the local press, not to mention
setting up your social media pages (Facebook and
Instagram grow audiences fastest) and reaching
local individuals and interest groups online. It’s a
great idea to decorate the outside of the premises
with bright, visually appealing marketing materials
too, as this will attract passers-by.

When planning the event itself, consider your
budget, any speeches to be given or people to be
publicly thanked. You may also want to invite your
local MP or a local celebrity to cut a ribbon and
officially open the business.

Try organising some kind of entertainment

related to the business e.qg. if it is a food business
then there could be local food suppliers to offer
tastings; if a pub then a local microbrewery could
participate. You will also want to record the day’s
events so think about photography and local press,
as well as local radio.

There are plenty of logistics involved so setting up
a production schedule for your event, including
key things to be done, who is responsible and the
deadline for each, is very beneficial.

You will all be very tired but enjoy it! You have
done it.

Remember to let us know at Plunkett when
you are ready to open as we will be on
hand to help support and promote your
celebrations! We also have a range of
support available to help you with the next
steps of your community business journey!
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