
The economic impact of

Community Shops



Context
This snapshot summarises some key findings from research undertaken on behalf of the
Plunkett Foundation to understand the economic impact of the community food sector. 
While it is of course recognised that community food enterprises have significant and well
documented social and environmental benefits, this research provides an insight to their
economic value, and takes into account turnover, wages, volunteers and surpluses to enable
comparison with more mainstream business sectors. Understanding more fully the economic
contribution that community food enterprises make, both at a national level and more
locally, will be of real importance in informing policy makers, those within the sector, and 
all those who support the aims and objectives of community food enterprises.

Taken together, the five core sub sectors of the community food enterprise sector (for which it
is possible to estimate total scale) comprises some 1,030 individual enterprises, generating
revenue (or turnover) of around £77 million. The chart below shows the contribution of each
sub sector to this.
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Community Shops – An Overview
At the time of the research1 it was estimated that there were 271 community-owned shops 
in the UK generating sales of nearly £37 million per year. However, this is an active and
growing sub sector, and new shops open regularly.

It is also a well-established sub sector that has seen a prolonged period of growth since the
early 1990s. A typical shop will have a turnover of around £125,000 per year, with the
larger enterprises generating over £750,000 of revenue in a year. Three quarters of
community-owned shops rely solely on trading income, with the remainder receiving some
form of grant support.

Employment and Volunteers
Around two thirds of community-owned shops employ paid staff and it is estimated that 
the sub sector employs 360 Full Time Equivalent (FTE) employees.

There are a number of different drivers for the establishment of community-owned shops,
both food and non-food related. For some the driver for establishment has been to keep a
shop in the local community (there are an estimated 400 commercial village shop closures
each year), rather than about supplying local food. While this research has focused on
those enterprises that are “primarily” involved in food it should be borne in mind that not
all of a community shop’s turnover will relate to food and it will also include a range of
other products, much of which cannot be sourced locally.

What is a community shop?
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A full time employee of a community-owned shop will receive around £14,500 in wages,
meaning that the total wages paid by the sub sector is just over £5 million per year.

The sub sector is supported by around 9,000 active volunteers2 with a typical community
shop involving 30 volunteers. Those that employ paid staff tend to have fewer active
volunteers (an average of 28 compared to 40 for those that rely solely on volunteers).

Profitability
Just under half of community-owned shops report a surplus in the last financial year, with just
under a third reporting a loss. This sub sector shows the highest proportion of its enterprises
reporting losses, perhaps reflecting the tough retail climate as a result of squeezed
household budgets of recent years. Interestingly, more recently established shops are no
more likely to make a loss (as might be expected due to loan repayments and additional
unanticipated capital costs often faced by newer enterprises) than those that have been
established for over three years. Surpluses, where posted, ranged from a few hundred
pounds to over £50,000 but typically are around £5,000. It is estimated that the sub sector
overall generated in the region of £800,000 profit in the last financial year. For the vast
majority of community shops profits are re-invested in the enterprise, and this represents a
significant investment in social aims.

4 2 Defined as volunteering at least once in the previous three months
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Productivity
While the amount of revenue generated and the surplus achieved are key economic
indicators, measures of how productive enterprises are are often used to assess efficiency. 
A common approach is to calculate the revenue generated per employee. In the case of 
the community shop sub sector, for those shops that employ staff the revenue generated 
per employee is around £75,000. This ratio is higher than for any other sub sector and 
not far below that of the retail sector more widely, although the input of volunteers needs 
to be taken into account as this represents a significant additional resource over and above
employed staff.

There is evidence that the input of paid staff has a particularly beneficial impact in this sub
sector and there is a significant difference in productivity levels between those community
shops that employ staff and those with volunteers only. The revenue generated per FTE
employee and volunteer combined is around £6,100 for the former and £1,700 for those
shops relying on volunteers only, but this may reflect the larger number of volunteers
(perhaps contributing a few hours each) in shops without paid staff.

Local Impact
Revenue generated by community food enterprises will be paid to staff as wages or be
paid to suppliers with the remainder being profit3. Wages, profit and payments to local
suppliers are considered to have local impact as they are retained in the local economy, at
least in the first instance. As can be seen in the charts a high proportion of revenue
generated by community shops is paid to non-local suppliers (defined as those outside a
30 mile radius)4. This reflects the wider range of products, many of which cannot be
sourced locally, often stocked by community shops. In terms of what this means in real
terms, however, local suppliers and producers benefit from nearly £9 million of sales
through community-owned shops .

3 We have excluded tax payments from this

4 50 miles for enterprises based in London
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Compared with typical businesses the proportion of turnover accounted for in wages is low,
with typically around a third of a business’ turnover being wage costs in the retail sector
more widely. This underlines the importance of volunteer input in ensuring the viability of
community shops, given that the profit margin5 (at 2% of turnover) is very narrow.

Trends and Confidence
Despite the high proportion of community-owned shops reporting recent losses, the majority
claim not to have been negatively affected by the recession (61%) with a fifth reporting a
positive impact. In a similar vein, prospects are also reported to be bright with over 60%
anticipating an increase in turnover in the next few years.
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What does it all mean?
The community-owned shop sub sector is one where perhaps it is easiest to draw
comparisons with mainstream business given it is essentially a retail business model,
although the drivers for community-owned social enterprises are not maximising profit.

This sub sector is a significant one, generating around half of the revenue of the five sub
sectors combined. The levels of turnover of community shops are broadly similar to
comparably sized mainstream retail outlets, and the sub sector is responsible for employing
a third of those working in the five core sub sectors.

Profit margins are small however, perhaps reflecting the cost of paid staff. Without
volunteers many would not be viable (but of course this will often reflect the reason why
community-owned shops were set up in the first place – to replace an unviable mainstream
outlet). However, the involvement of paid staff appears to increase productivity markedly,
and there is a delicate balance between the additional expertise, experience and time that
a member of staff can bring, and the costs of employment. While wage costs are lower than
the retail sector more broadly and only constitute a small proportion of turnover in comparison,
it is clear that these costs may place a burden on the business. The fact that this sub sector
showed the highest proportion of enterprises making a loss in the last financial year
underlines this potential vulnerability. Volunteers are a crucial part of the business model.

The rationale for community shops is not necessarily around local food, and can be to
provide a community service. The wide range of products stocked by a typical community
shop is reflected in the large proportion of revenue that is paid to non-local suppliers.
However, in real terms the nearly £9 million of sales generated by local suppliers is
significant. There is also some evidence, however, that the gross profit margin6 is very small
(15% compared to a typical small grocery retailer which may have a gross margin of 25%)
which would indicate a low mark up on the price paid to suppliers. While this may well
reflect the intention to ensure a fair price to local producers, it may also be an indication of
some lack of commercial experience when dealing with larger non-local suppliers. While it
is recognised that profit margin in itself is not the driver of community shops, a narrow
margin leaves much less headroom when sales suffer due to wider economic conditions,
and may threaten the resilience of some shops.

6 Gross margin is the difference between what is paid for a product and what it is sold for
(and does not take account of the costs associated with selling – wages and premises etc)



Making Local Food Work was a five year,
£10 million project funded by the Big Lottery
Fund’s Changing Spaces programme. 
It worked to reconnect people with their food
and where it comes from by supporting
community food enterprises across England.
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