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Foreword 
You Can Change the World 

You can change the world—if you just give yourself permission. The biggest barrier by 
far to having all the satisfactions in life of being an effective social entrepreneur is paying 
attention to all the many people who will tell you: “You can’t . . .” 

Most people have this reaction because they didn’t. If you go ahead and change the 
world, they will suffer a little regret that they did not give themselves permission, that 
they therefore spent their life in their law frm or wherever. Therefore, please be gentle 
and polite—but frmly ignore such advice. 

Think of the social entrepreneurs whose stories you know—be it Florence Nightingale 
(who created the feld of professional nursing), Jimmy Wales (Wikipedia), or Wendy Kopp 
(Teach for America). None of them required astrophysics to see a big problem and imag-
ine a sensible answer. 

Certainly you will have no problem spotting a problem! 
Then, why couldn’t you do what these and so many others have done: imagine a solu-

tion and then persist in refning that idea until it truly works and then until you have made 
it the new pattern for society? 

The barrier is not intelligence. The chief question is: Will you give yourself permission 
to see a problem and then apply your native intelligence and what you have learned to 
fnd a solution and make it fy? 

What is required is permission and persistence. 
People who do not believe they can cause change do not want to see problems or 

opportunities.Why would they? Since they believe “I can’t . . .,” seeing a problem will only 
make them feel bad about themselves. 

On the other hand, once you know that you are a changemaker, once you have core 
confdence in yourself and have given yourself the necessary skills, you will always be 
looking for a problem, preferably a big one. The problem then becomes an opportunity 
for you to express love and respect in action at the highest possible level. There is nothing 
that brings humans greater happiness in life—or that is more important to society. This is 
why Ashoka’s central goal is an “everyone a changemaker™” world. 

The central historical fact of our era is that the rate of change is still escalating 
exponentially—as are the number of changemakers and, even more important, the com-
binations of changemakers and also the combinations of these combinations. 



 
 

 
 

 
  
 

 
 

 
 

  
 

   
 

  
 

  

 

  

 
  

    
 

   

xxii Foreword 

Given this fact, the way the world has been organized since the agricultural revolution 
is coming to an end. Institutions have been designed for repetitive functioning. They are 
characterized by a very few people controlling everyone else, by limited and chiefy verti-
cal nervous systems, and by walls. There is no way that such primitive organisms can sur-
vive in a world that is characterized by change on all sides, with each change stimulating 
more change widely across this new world. 

Instead, we need teams of teams that shift fuidly to serve particular change opportuni-
ties. That is the ecosystem one increasingly sees in winning organizations and regions such 
as Bangalore and Silicon Valley. By contrast, ffty years ago Detroit was at the pinnacle of 
American technology and prosperity. Now it is not even in the game. 

That is what will happen to any institution, community, or country that does not make 
the transition to “everyone a changemaker™”—only this time it will take ten to ffteen 
years at most. We do not have f fty years. 

In this new team of teams world, the skills required are very different. One does not 
have a team unless everyone on it is an initiatory player. And in a world defned by change, 
one cannot be a player without being a changemaker. 

The key factor for success for any group going forward will be: What percentage of its 
people are changemakers, at what skill level, and how well and how fuidly are they able 
to work together internally and externally? 

In this world, social entrepreneurs are essential. The basic systems of society will be in 
constant and interacting change. Leading systems change is what entrepreneurs do. How-
ever, entrepreneurs who pursue their own or a particular group’s interest can easily pull 
these changing systems off in dangerous directions. Thus, for example, many of the digital 
revolution entrepreneurs of today are following a business model of giving consumers 
something they want, getting information, and selling that information at a proft. This— 
along with the need for preventive surveillance in a world of terrorism and the fact that 
the cost of connecting the dots has all but disappeared—is devastating to privacy, which is 
critical for freedom and innovation. 

Social entrepreneurs are the critical antidote. These are men and women who, from the 
core of their personality, are devoted to the good of all. Therefore, so is their work. The 
world needs many more. 

Please give yourself permission and become one. This book will help.
 Bill Drayton 



   

 

 

 

  

Preface 

Congratulations! Congratulations, we say .  .  . on beginning your journey in the feld of 
social entrepreneurship! The future for social entrepreneurs is replete with opportunities 
to effectively address, and potentially solve, some of society’s most pressing issues. It is 
our belief that social entrepreneurship involves the application of business practices in 
the pursuit of a social and/or environmental mission. It brings the mindset, principles, 
strategies, tools, and techniques of entrepreneurship to the social sector, yielding inno-
vative solutions to society’s vexing problems: poverty, hunger, inadequate housing and 
homelessness, unemployment and underemployment, illiteracy, disease, environmental 
degradation, and the like. 

Because social entrepreneurs often operate in resource-scarce environments, they are 
compelled to use creative approaches to attract nontraditional resources and to apply 
those resources in novel ways to the challenges and problems that government and earlier 
private-sector efforts have failed to effectively remedy. Finally, it is often social entrepre-
neurs who encourage a heightened sense of accountability in the individuals and commu-
nities they serve, as well as instigating the outcomes and impacts that are created. 

Our intriguing feld of social entrepreneurship has captured the imaginations of thou-
sands of students of business, public administration, social work, and other felds around 
the world, leading to the creation of hundreds of courses and programs of study to meet 
this burgeoning demand. These programs are witnessing a surge of social consciousness 
among the incoming students. For example, the Aspen Institute’s Center for Business Edu-
cation (2008) survey indicates that graduate students are thinking more broadly about the 
primary responsibilities of a company, considering “creating value for the communities in 
which they operate” to be a primary business responsibility. 

The Aspen Institute’s biennial Beyond Grey Pinstripes reports a dramatic increase in the 
proportion (from 34 percent in 2001 to 63 percent in 2007) of Master’s programs with 
required courses in business and society issues. 

On the education front, the feld has also increased, with over 350 professors teaching 
and researching social entrepreneurship in more than thirty-fve countries and approxi-
mately 200 social entrepreneurship cases (Brock & Ashoka Global Academy for Social 
Entrepreneurship, 2008). We believe that our textbook has a broad international appeal, 
given the nature of the social problems around the world and the focus on perspectives 
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and examples for addressing social issues, including the other stakeholders in the feld 
along the social value chain (government, public policy makers, customers, suppliers) to 
provide an additional lens and perspective into the complexity of making scalable progress 
in implementing new solutions. 

AN INNOVATIVE LEARNING APPROACH TO 
UNDERSTANDING SOCIAL ENTREPRENEURSHIP 

In our book we explore both the theory and the practice of social entrepreneurship and 
blend these seamlessly through examples, case studies, the voices of practicing social 
entrepreneurs, and special features that put students in a position that requires creative 
thinking and strategic problem solving. Specifcally, our approach is innovative in several 
ways. First, as suggested, our treatment is comprehensive, bridging theory and practice. 
Second, rather than employing lengthy case studies, we employ short problem-based 
cases in each chapter that both illustrate the principles conveyed and encourage deeper 
thinking. 

Third, we include “Voices from the Field” segments that provide direct insights from 
practicing social entrepreneurs that reinforce the major points made in each chapter. 
Fourth, we include exercises to help make the direct connection between the theory of 
social entrepreneurship and its practice, as well as “connecting the dots” questions that test 
and challenge the student’s learning and perspective in each of the chapters. We believe 
that, taken together, these unique features will provide you and your instructor with an 
effective tool for generating and sustaining social entrepreneurship interest and under-
standing. In turn, we hope that you will internalize the material, resulting in a deeper 
understanding of how and why social entrepreneurship works. 

THE ORGANIZATION AND FLOW OF OUR BOOK 

As you begin reading, you will discover that we explore social entrepreneurship as a phe-
nomenon and a feld of practice in considerable depth. Our goal is to be comprehensive, 
fully exposing the theory of social entrepreneurship and linking theory to practice. We are 
often asked why, in a very practical feld such as this one, it is necessary to discuss theory. 
The answer, of course, is that theory is the foundation upon which the house of practice is 
built. Theory tells us who social entrepreneurs are and why they are. It gives social entre-
preneurs a “soul.” To practice social entrepreneurship without understanding its essence 
is to be a professional automaton—one who masters the mechanics of the profession but 
has nothing upon which to refect or from which to leverage higher levels of performance 
(Schön 1963). 

That said, it should also be emphasized that theory without practice is ultimately an 
exercise in irrelevance as it pertains to a professional feld like social entrepreneurship. 
One does not help people “in theory.” Ultimately, the theory must translate into action for 
transformative change to occur. We are interested in imparting actionable knowledge— 
knowledge that can be acted upon. It is at this junction of theory and action that this 
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textbook operates. We present theoretical underpinnings, to the extent they exist, to the 
f eld and we present “how-to” information. 

After a brief introduction in Chapter 1, we begin our journey of understanding in 
Chapter 2 by attempting to defne our terms, particularly “entrepreneurship” and “social 
entrepreneurship.” This is not an easy task, as will be seen. There are many defnitions of 
both terms and only grudging agreement as to their meanings. This is particularly true 
for social entrepreneurship, the newer of the two terms. Nevertheless, we will generate a 
working defnition for the purposes of our discussion. The chapter then explores the rela-
tionship between business entrepreneurship and social entrepreneurship—how the two 
are similar and how they are different— and the implications for the practice of the latter. 
This chapter also discusses the ways in which this feld stands at the nexus of the private, 
public, and voluntary sectors and how this fact has shaped its development. 

In addition, Chapter 2 explores what underlies the motivations of social entrepreneurs— 
what some have called “intent” (Mair & Noboa 2006). It lays out the social entrepreneur-
ship process, tracing its roots to business entrepreneurship and concludes with observations 
about beginning the social entrepreneurship journey from Tim McCollum, the co-founder 
of the social venture Madécasse. 

Once this basic theoretical foundation for social entrepreneurship has been laid, atten-
tion can be paid to developing a social business concept and a vehicle for taking that 
concept to its target “market.” Chapter 3 looks at the important role of innovation in 
social entrepreneurship. The chapter explores the nature of innovation, its relationship to 
creativity, and how entrepreneurs perpetuate it. The difference between ideas and gen-
uine opportunities to add social value is highlighted. A tool for assessing social ideas for 
their opportunity potential is introduced and sources of information for completing the 
assessment are discussed. The chapter concludes with an overview of the obstacles to 
innovation in the social sector that the social entrepreneur must acknowledge and over-
come, and how this can be done. 

When an opportunity to add social or environmental value has been identifed and 
vetted, it is time to plan the vehicle that will take this opportunity to its “market” and the 
trajectory the vehicle will follow. Chapter 4 looks at this from the perspective of design 
thinking and the “lean start-up” model, which involves customer-oriented, incremental 
innovation. This allows the social entrepreneur’s “product” to be tailored to the needs of 
the people being served before a more elaborate plan is developed. This chapter details 
the processes of design thinking and lean start-up as they apply to social ventures and 
guides the student in the construction of a social business model canvas. It also provides 
examples of social entrepreneurs who have employed these methods. 

In Chapter 5 we focus on the alignment of the social venture’s mission or vision with 
consideration of the necessary resources and operational strategy.The chapter introduces a 
strategic planning model that was specifcally designed for the social sector, using elements 
of the best of both private and public planning frameworks. Special emphasis is placed on 
the development of mission and vision statements. The chapter also discusses the theory 
of change, with considerable emphasis placed on the action planning and implementation 
of the social venture’s strategies. A sample plan for a social venture is provided to illustrate 
the application of the principles discussed in the chapter. 

Chapter 6 then examines the options available to social entrepreneurs when designing 
and structuring the organization that will help them pursue their mission. Organizational 
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structure has legal, managerial, and fnancial implications. This chapter takes an in-depth 
look at the various forms of legal structure that social ventures might adopt.These include 
nonproft models, such as 501(c)(3) frms, popular in the United States, as well as for-proft 
models. In between these two general approaches lie a set of models that blend aspects of 
the two—hybrids. These might include for-profts with nonproft subsidiaries, nonprofts 
with for-proft subsidiaries, nonproft–for-proft partnerships, private–public partnerships, 
and cooperatives, among others. The chapter includes several examples of each structural 
model. The relationship between legal structure and models of management is discussed, 
as are the ways in which legal structure affects a social venture’s ability to generate reve-
nue. The chapter ends with a “Voices from the Field” segment that offers several examples 
of hybrid models and discusses how to manage the social and economic tensions inherent 
to these models. 

In Chapter 7, consideration is given to the many social venture funding alternatives 
available to social entrepreneurs, based on the previous chapter’s discussion of structure. 
This is the fuel that powers the vehicle for achieving the social or environmental mission. 
Philanthropic, earned income, and hybrid approaches are explored. The emerging prac-
tice of “social enterprise,” and the many forms it takes, are examined as well. The chapter 
also includes a section on fnancial sustainability that balances the social and economic 
considerations of the social venture. The chapter ends with a case study that provides an 
interactive, experiential exercise for students called “Polititoons, Inc., 2018.” 

The work of a social venture is greatly enhanced if it has in place a system for measuring 
its social impact. This is the subject of Chapter 8. It is best to identify and defne mea-
sures of outputs, outcomes, and impacts before the launch of the venture. This permits 
the establishment of a baseline which allows the venture to identify more clearly those 
outcomes and impacts that are attributed to its efforts, making its claims to stakeholders 
more compelling. 

However, it is never too late to create an impact assessment methodology. Existing 
social ventures that do not have one should strive to develop and implement such an 
assessment tool. Chapter 8 also examines what an impact assessment process can do for a 
social venture and discusses how assessment can and should be closely tied to the mission 
and to the social value proposition. The chapter concludes with a case study designed to 
stimulate thinking regarding the challenges to social impact assessment and how those 
challenges might best be addressed. 

In Chapter 9, entitled “Scaling the Social Venture,” the issue of growth in the social 
entrepreneurship arena is examined. Much like commercial enterprises, at some point in 
their development social ventures are faced with a choice regarding growth. Depending 
upon their mission and goals, they can either choose to remain relatively small, with only 
a local impact, or they can elect to expand their reach to regional, national, or global mar-
kets. While there is nothing inherently wrong with a social entity that pursues its mission 
on a small scale, most experts in this feld would argue that true social entrepreneurship 
involves a goal on the part of the entrepreneur to expand operations and maximize mis-
sion attainment, reaching as many target benefciaries as possible. To achieve this scale 
of growth requires a change in the structure of the venture, if not multiple changes in 
structure over time. 

Chapter 9 discusses what social ventures have to gain by pursuing growth and the 
obstacles that may stand in their way. It also explores the various structural mechanisms 
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for achieving growth and argues that in order to grow the social venture, the entrepreneur 
must have the requisite skills to do so. The example of one entrepreneur’s experiences in 
scaling her social enterprise is studied. 

Social entrepreneurship is not exclusive to the start-up of small enterprises. A social 
intrapreneur is one who pursues a social mission within a larger for-proft or nonproft 
organization. This is the subject of Chapter 10. This chapter explores the concept of 
“shared value” and uses it as a frame for understanding social intrapreneurship, or corpo-
rate social entrepreneurship.Through an interview with the legendary social entrepreneur, 
Jed Emerson, students are also exposed to his concept of “blended value.” The chapter 
enumerates the skills required for success in this form of social entrepreneurship and dis-
cusses the role of environment, or context, in fostering such activity. 

In Chapter 11, the role of social entrepreneurship in environmental sustainability is 
examined. This chapter discusses the environmental aspects of social entrepreneurship, 
the challenges inherent in the environmental sustainability feld, and the varieties of 
“green” opportunities. It offers guidance to constructing a strategic framework, known as 
an sSWOT, for developing a sustainability strategy for a social venture. It also includes a 
case study that documents the challenges faced by a fedgling environmental frm in com-
mercializing its technologies. 

Social entrepreneurs never have to work alone. Chapter 12 discusses the support 
ecosystems that have sprung up to nurture the work of social entrepreneurs. This 
includes social innovation incubators, co-working spaces, social entrepreneur networks, 
and other tools. The chapter looks at the needs of social entrepreneurs that such tools 
are designed to address. It also emphasizes the importance of systemic linkages between 
the various support tools and how to foster such linkages. This chapter features a 
detailed case study of an incubator located in New York City that is dedicated to fos-
tering social innovation as well as a case study of the social entrepreneurship ecosystem 
in Singapore. 

In Chapter 13, we explore the way that social entrepreneurship models manifest them-
selves in developing countries. Context matters, and social entrepreneurs must adjust the 
use of their skills to the cultural, economic, and legal realities of the place in which they 
are working. We examine four examples of this in developing countries across three con-
tinents and assess the implications for practice. 

With the essentials for launching, growing, and sustaining a social venture in hand, the 
book concludes with a look at the future of social entrepreneurship in Chapter 14. Future 
issues facing social entrepreneurs, such as increased resource scarcity, the emergence of 
new fnancing models, and the further need for systems of support, are discussed. Future 
opportunities stemming from these issues are identifed. Opinions and insights regarding 
the future of the f eld from several practicing entrepreneurs are reported. 

A few concluding words as you embark on the journey . . . 
We know that the feld of social entrepreneurship creates a unique opportunity to con-

tinually integrate, challenge, and debate many traditional entrepreneurship assumptions 
in an effort to develop a cogent and unifying paradigm. We look forward to how the social 
entrepreneurs of tomorrow, like yourself, will not only fnd creative solutions but encour-
age others to take notice of these innovations and the impact they can have in driving 
long-term systemic change for broader social, political, and economic well-being. Let the 
journey begin . . . 
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Chapter 1 

Introduction 

AIM/PURPOSE 

This chapter offers an introduction to the feld of social entrepreneurship and a discussion of its 
importance to society. In addition, it lists online resources to help the student begin her or his 
journey of understanding. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To understand the economic considerations, particularly market failures, that make social 
entrepreneurship desirable and necessary. 

2. To recognize why governments are sometimes unable to solve social and/or environmental 
problems. 

3. To understand why private businesses are sometimes unwilling to address social and/or 
environmental problems. 

4. To become familiar with the relatively recent developments that make social entrepreneurship 
possible. 

5. To understand the characteristics of social entrepreneurship that position it as a powerful 
force for solving society’s problems. 

In  Chapter 2  of this book we will explore in some detail what is meant by the term “social 
entrepreneurship.” However, it is useful to have a working defnition of this term as we 
examine its origins and importance. Put very simply, social entrepreneurship is the appli-
cation of the mindset, processes, tools, and techniques of business entrepreneurship to the 
pursuit of a social and/or environmental mission. Thus, social entrepreneurship brings to 
bear the passion, ingenuity, innovativeness, perseverance, planning, bootstrapping abilities, 
and focus on growth characteristic of business entrepreneurs on the work of meeting our 
society’s most pressing challenges. This is not intended as a complete defnition but as a 
relatively easily understood place to start. 



   
   

      
        

  

  

 
 

 
 

 
 

 

  
 
 

 

 

  
 

 
 

  

 
 

  

 

2 In t roduct ion 

While social entrepreneurship as a feld of study is relatively new, much has already 
been written on the subject (see  Dees, Emerson, & Economy, 2001 ; Mair & Noboa, 2006 ; 
Wei-Skillern, Austin, Leonard, & Stevenson, 2007 ; Brooks, 2008 ; Elkington, Hartigan, & 
Schwab, 2008 ; Light, 2008 ; Nicholls, 2008 ; Welch, 2008 ; Bornstein & Davis, 2010 , to 
name but a few). This is a direct refection of the excitement it generates and the promise 
it is perceived to hold. Social entrepreneurs have captured our collective imagination with 
remarkable stories of their social innovations. These stories are uplifting and inspiring. 
Throughout this book, these social innovators are introduced and their innovations are 
explored. However, it is tempting to focus on the outcomes of social entrepreneurship and 
avoid thinking about why these innovations were needed in the frst place and why social 
entrepreneurs are the logical providers of this service to society. 

This chapter aims to lay this essential groundwork. In doing so, it ventures into territory 
that some people might fnd contentious; however, it is out of this very contentiousness 
that social entrepreneurship was forged. 

We are a society that is frustrated by an overall lack of progress toward solving our most 
pressing social and environmental problems. Our governments and our private sector 
have disappointed us with their seeming inability or unwillingness to effectively address 
poverty, hunger, illiteracy, child abuse, domestic violence, teen pregnancy, global climate 
change, energy conservation, and many other challenges ( Bornstein, 2007 ). We are eager 
for someone to step into the breach and meet these challenges head-on. Might that some-
one be the social entrepreneur? 

Social entrepreneurs have been touted as the real-life superheroes of our society. 
Why? Why can’t governments solve these problems? Why won’t the private sector address 
them? Why entrepreneurship? The answers to these initial questions can help us to 
understand why the study of social entrepreneurship is important and worthwhile. 

THE PUBLIC AND PRIVATE SECTORS AND 
OUR VEXING SOCIAL PROBLEMS 

Many of the societal problems that we face have been with us for decades, if not centuries. 
While there has been an ebb and fow in our success in addressing these problems, the 
effect is that we have made surprisingly little net progress considering the time over which 
we have been working on them. Over the course of history, we have wavered between 
relying on private actors and relying on the government to help us to solve these problems. 
Neither sector has been consistently successful. 

Despite the claims of neoclassical economists, markets are far from perfect. Adam 
Smith’s “invisible hand”—the idea that if free markets are allowed to operate without 
interference, they will self-correct and beneft all members of society—has proven arthritic 
when it comes to addressing all segments of the economy. Market failures abound. They 
can be seen in situations where profts are insuffcient to cause private developers to gen-
erate housing for low-income households; where banks refuse to invest in certain neigh-
borhoods because of perceived risk, called redlining; where people go hungry in some 
parts of the world, while in other regions surplus food is destroyed or land is kept out of 
agricultural production; and where one community’s pursuit of economic well-being pol-
lutes the environment, thereby diminishing the ability of another community to provide 



   

 
 

   

 
  

 
  

  
 

  
     

 
 

 
  

 

 
  

 

 

 

 

 

 
  

 
  

3 In t roduct ion 

for its residents. These are but a few examples. They are not isolated incidents. In fact, 
they are widespread and they are repeated on a regular basis around the world. Private 
markets help to create these problems and, if left to their own devices, have no incentive 
to reverse them. 

Government, which is created to represent the interests of society as a whole and is in 
a position to address these issues, has not consistently been able to do so. This is due, in 
part, to inadequate resources; however, there are other factors at play as well. Politics is 
one of these. 

There is too often a general lack of political will to sustain efforts to address societal 
problems. In democracies, short election cycles, term limits, and the propensity of newly 
elected offcials to eschew the programs of their predecessors in favor of leaving their 
own mark tend to foster disjointed policy. Warring ideologies cause pendulum swings 
in attitudes and approaches as one regime replaces another, causing governments to “do 
and undo” their efforts rather than make steady forward progress. The well-documented 
breakdown in civil society ( Milich, 2001 ; Putnam, 2001 ; Weiss & Gilani, 2001 ) has 
exacerbated this problem by radicalizing ideology and polarizing society. Because no 
ideology has a monopoly on truth, opportunities for the cross-pollination of ideas are 
being lost. 

Authoritarian governments are no more successful at solving their society’s problems, 
but for different reasons. One ideology dominates and eventually, and inevitably, reaches 
its point of diminishing returns for producing positive change. There are no checks on 
power, so corruption is common and counterproductive relative to focusing attention and 
resources on meeting the needs of the populace. Changes in government are often violent 
and the resulting instability creates still more social problems. 

If our institutions are incapable of solving our social and environmental problems, then 
we must ask who, or what, is. How can we perfect imperfect markets without uninten-
tionally destroying them? How can we circumvent the unproductive aspects of politics? 
How can we blend the best of the private and public sectors to address societal challenges? 
One seemingly viable answer to these questions is social entrepreneurship. 

WHY THE TIME IS RIPE FOR SOCIAL 
ENTREPRENEURSHIP 

While dissatisfaction with the relative inability of the public and private sectors to deal 
with society’s problems helps to explain why social entrepreneurship represents an attrac-
tive option, it does not shed light on why this phenomenon is enjoying such a high level 
of popularity at this particular time in history. Bornstein ( 2007 ) makes a compelling case 
that major transformational changes worldwide over the past several decades have made 
it both possible and increasingly likely that citizens will take the lead in addressing social 
and environmental challenges. 

Bornstein identifes several key changes that have made the social entrepreneurship 
phenomenon possible. One of these is the global increase in prosperity that brought the 
rise of the middle class and an increase in wealth that can be used to fnance social ven-
tures. Another is an increase in the number of democratic and semi-democratic societies, 
which has given citizens the freedom to pursue the correction of social and environmental 
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wrongs outside of government and the business sector. A third is the proliferation of new 
communications technology that has increased people’s level of awareness of global socie-
tal problems and their impacts. Fourth is the increased availability of formal education in 
general and the growth in the number of college-educated individuals in particular, which 
enhances wealth and heightens awareness as well. The fnal factor is the removal of many 
obstacles to the active participation of women and certain subjugated groups in societal 
affairs.As Bornstein ( 2007 , p. 7) puts it, “To sum up, more people today have the freedom, 
time, wealth, health, exposure, social mobility, and confdence to address social problems 
in bold new ways.” 

SOCIAL ENTREPRENEURSHIP’S UNIQUE 
QUALIFICATIONS 

Social entrepreneurship represents the best of the private and public sectors, while flter-
ing out the limiting factors already discussed in ways that will be examined in this section. 
On the one hand, it embodies the enterprising spirit of the private sector and uses the 
power of economic markets to generate and deliver solutions to problems. On the other 
hand, it strives to intervene in broken markets in an effort to repair them and places the 
public interest ahead of private interests ( Dees, 1998 ). As was noted at the beginning of 
this chapter, it brings the mindset, processes, tools, and techniques of business entrepre-
neurship to the solution of social and/or environmental problems. 

Social entrepreneurship possesses unique qualifcations that make it an attractive alter-
native to purely private or purely public approaches to social and environmental problem 
solving: 

 It is passionate and personal in that the social entrepreneur has chosen the problem 
to be addressed because it has deep meaning to her or him. Whether that meaning 
derives from personal experience, second-hand knowledge, or an avocation, it sparks 
an intense desire to pursue a solution to the identifed problem. This is not to suggest 
that politicians and public offcials are not passionate about certain issues, but their 
passion is often tempered by political realities that preclude a single-minded pur-
suit of an issue’s resolution. Similarly, commercial entrepreneurs are typically quite 
passionate about their product or service, but that passion centers around the offer-
ing’s ability to satisfy a customer need and thereby generate a proft for the business 
owner(s). 

Thus, the difference between social entrepreneurs, government offcials, and pri-
vate business people relative to passion is the source of that passion; that is, the 
values that underlie it. Social entrepreneurship is often referred to as value-based 
( Cho, 2006 ; Brooks, 2008 ). This could be misleading, however. There are values 
that drive the actions of all three actors; these values merely differ from role to role. 
For the public offcial, it may be political expediency. For the commercial business 
person, it may be proft. For the social entrepreneur, the values are moral in nature, 
involving empathy for the plight of the benefciaries of her or his efforts and some 
kind of judgment regarding the “rightness” of addressing the underlying problem 

https://affairs.As


      
 

    

 

  

 
 

  

 
 

   

  
 

  
 

  
 

  
  

 
  

 
 
 

 
   

 
   

 
   

 
 

  
 

     
  

5 In t roduct ion 

(Mair & Noboa, 2006). Such morally based values have the power to drive the level 
of passion that is unique to social entrepreneurs. 

 It is not bureaucratic; it is nimble. Unlike governments or large companies, social entre-
preneurship is not reactive or bound by cumbersome rules and processes. Like small 
commercial ventures, social ventures are nimble and strategic. They move quickly 
and decisively to address problems. Entrepreneurs recognize that there is a “window 
of opportunity” for capturing any market, which does not remain open indefnitely. 
Similarly, social entrepreneurs understand that social and environmental solutions 
have limited periods of effectiveness, which are always changing. This makes agility in 
adapting to changes crucial. 

 It enables transformation. Most of what is delivered to customers or clients or citi-
zens by private businesses and by governments is conveyed by transaction. Goods and 
services are exchanged through short-term transactional relationships. This works as 
far as it goes, but it does not bring long-term change; it does not yield transformation. 

Social and environmental problems are not solved through transactions. Giving a 
starving individual food does not end hunger in the world. Some people seem to 
think that piling up transactions can yield a transformation. However, giving 1,000 
hungry individuals food will still not end world hunger. Not until the system that 
spawns hunger is permanently changed for the better will hunger be ended on a global 
scale. This kind of systemic change, yielding long-term benefts, is the focus of social 
entrepreneurs. 

 It builds, maintains, and utilizes social capital. A crucial factor in all entrepreneur-
ship, and social entrepreneurship in particular, is networking. Bringing people and 
organizations together to focus attention on a problem, to marshal resources from a 
variety of places to implement solutions, and to effectively communicate outcomes 
are what gives social entrepreneurship its power. These networks of trust are built 
on a shared mission and vision for positive change. The public and private sectors 
are typically focused on adversarial relationships and competition. Political parties 
compete to control the policy agenda. Warring ideologies bludgeon each other over 
who is “right.” Important decisions are reached using win–lose mechanisms that 
work for some and leave others out. Commercial businesses compete with others 
for market share, with the tacit, if not implicit, goal of putting the competition out 
of business. 

Social entrepreneurs embrace the concept of “co-opetition” ( Brandenburger & Nale-
buff, 1997 ). They understand that, in their market ecosystem, sometimes they must 
compete with other social entrepreneurs, particularly for scarce resources. However, 
much of the time it makes sense to collaborate because it makes their ventures more 
effective, sustainable, and competitive. 

 It is mission-focused, not proft-driven. At the core of social entrepreneurship is the 
social or environmental mission. This is the compass that guides everything a social 
venture does. Even social ventures that are for-proft in their structure, and those that 
are nonproft but engaged in earned income activities, put mission above revenue.This 
helps to ensure that society’s interests will prevail over self-interest. 

Its mission is the social venture’s reason for existence. The mission refects the val-
ues that gird the social entrepreneurship endeavor.As was noted earlier in this section, 



 
 

   
 

 
 

 

 
 

   
 

     
 

  
 

 
 

   
 

 

 
 

  

 
 

 
   

 

 
  

 
 

 

6 In t roduct ion 

the nature of these values is what distinguishes social entrepreneurship from govern-
ment and commercial activities. 

 It is accountable to society. Like government, social ventures are accountable to soci-
ety, not to private shareholders. They operate in a “fshbowl.” This brings with it both 
greater freedom and a higher level of responsibility. The freedom comes from not 
having to cater to the selfsh interests of shareholders, who often tend to err on the 
side of ensuring their own beneft at the expense of the best interests of the venture 
and society as a whole. The private sector is rife with examples of companies whose 
pursuit of higher share value and dividends for shareholders has ultimately destroyed 
the business, resulted in the loss of jobs, and/or has left communities in economic, 
social, or environmental disarray. 

The disaster caused by an accident involving a BP offshore oil rig located in the Gulf 
of Mexico in 2010 is a case in point. As the calamity unfolded, there was increasing 
evidence that BP was poorly prepared for such a scenario, looked the other way when 
confronted with safety issues concerning the rig prior to the accident, and was slow 
to react to the damage created by the spill ( Casselman, 2010; Corkery, 2010; Langley, 
Weisman, & McDonald, 2010 ). To take the necessary precautions required to ensure 
safe operation and to be prepared to act quickly in the face of a disaster are costly 
activities that reduce proft margins. This behavior suggests that the company placed 
its owners ahead of society in its decision-making process.While this is rational behav-
ior for a commercial business, it clearly illustrates the kind of confict that can arise 
between the private good and the common good. 

The “shareholders” of social ventures are the people who are invested in the suc-
cessful solution of the problem they address. This avoids misalignment between the 
goals of the venture and the goals of the segment of society it serves. Because of this, 
however, the social venture is held to a higher standard of accountability. It must doc-
ument its impact on the problem, justify its existence, and freely share what it learns 
in the process with others. 

 It fosters social and environmental innovation. Whereas governments are often ham-
strung by the never-ending struggle between those who want to preserve the status 
quo and those who advocate change, resulting in incrementalism at best, social ven-
tures are exclusively built to foster positive change relative to a given challenge. To 
overcome that challenge requires a transformation. This automatically facilitates an 
environment in which creativity and innovation are welcomed and pursued. Social 
entrepreneurs take social inventions (the fruits of creativity), whether they are the 
creator or not, and implement them (innovation) as a means to problem solving and 
transformative change. 

While this process is not unlike that followed by commercial entrepreneurs, there 
is a difference. The primary test of the value of a commercial innovation is its market 
potential. Despite the fact that a social innovation must have a market, the chief test 
of its value is its potential to solve a social or environmental problem. 

 It circumnavigates politics. While politics are a necessary factor in any endeavor with 
societal ramifcations, by taking a more business-oriented approach social ventures 
avoid the most debilitating aspects of political wrangling. While governments are 
debating the problem, the social entrepreneur is working to solve it, or the social 
entrepreneur is showing leadership by bringing together the conficted factions to 



 
    

 
   

 
  

   
  

 
 

 
 

  
 

 
 

   
 

    
 

   
  

 
 

  
  

  
 

  

 
     

 
  

 
 
 
 

  
 

 

7 In t roduct ion 

negotiate a solution. In some cases, social entrepreneurs have helped to build public– 
private partnerships to address challenges mired in politics. 

That said, we should point out that this should not be offered as an excuse for the 
social entrepreneur not communicating with her or his intended benefciaries rela-
tive to what is needed. There have been cases in which, with the best of intentions, 
the social entrepreneur has made assumptions that led to actions that worsened the 
problem rather than solving it. Just as good business people frst determine what 
customer need they are fulflling and who their market is, good social entrepreneurs 
must frst clearly defne the problem they are attacking and who has that prob-
lem. In both cases, this involves communication with the prospective “customer” or 
community. 

 It facilitates development by lending equity and stability. Hamlin and Lyons ( 1996 ) 
identify six prerequisites to successful development: surplus, savings, investment, eff-
ciency, equity, and stability. The frst four are readily understood by business peo-
ple and economic developers in a capitalist economy. A subsistence economy cannot 
develop because it generates no proft, or excess revenue; therefore, it can only cover 
its costs. Proft, or surplus, permits savings, which in turn can be invested in new devel-
opment. Operating effciently maximizes proft and return on investment. All of this 
perpetuates development over time. 

What is less well understood is that none of this can take place in an economy that 
lacks equity and stability. Equity provides the balance that keeps a society together. 
For example, a so-called two-class society—rich and poor, with no middle class—is 
not an equitable society. The disparity in socio-economic status among the society’s 
members is too great to be sustainable. A society that excludes certain of its mem-
bers from access to opportunity is not equitable. Inequity can lead to protest, work 
disruption, and even violent revolt. All of these things undermine stability, which 
in turn precludes the society from developing its economy. There are other sources 
of instability. Incompetent governance and the resulting frequent turnover of lead-
ership form one source. Natural disasters—earthquakes, foods, violent windstorms, 
etc.—are another source. Businesses require stability and predictability in order to 
function effciently and effectively, allowing for the generation of surplus. In this 
way, we have come full circle in our explication of the required elements for suc-
cessful development. 

Social entrepreneurs address equity and stability through their efforts. When their 
work in the areas of education, health, poverty alleviation, community develop-
ment, and so forth helps to create opportunities for socio-economic advancement, 
they are creating equity and enhancing stability. When they help to rebuild after 
natural disasters, they are fostering stability. In this way, social entrepreneurs are 
ensuring future development for the entire society. Business people sometimes do 
not understand this, or do not believe it is “their job.” Governments can help with 
some aspects of ensuring equity and stability, but they are often constrained by the 
factors noted earlier in this chapter, rendering them unable to facilitate the requisite 
transformative change. 

These characteristics give hope that social entrepreneurship can break the impasse often 
experienced by our traditional public and private institutions when it comes to solving 



 

  

 

 
  

  
 

 
 

    
 

 

 
 

 
   

 
 

   
 
 

 
 

  

   
  

 

 
 

  
    
    

 

8 In t roduct ion 

society’s most pressing problems.They also highlight the fact that social ventures are most 
valuable when they take on societal problems that neither government nor commercial 
business can solve. This is social entrepreneurship’s market niche. 

RESOURCES AND TOOLS TO BEGIN THE SOCIAL 
ENTREPRENEURSHIP JOURNEY 

Before we begin our journey of understanding into the realm of social entrepreneur-
ship, it is important to properly equip ourselves. The Internet is full of resources for 
people who are just getting started. We highlight several such resources and tools 
here and encourage students to explore these before continuing on to  Chapter 2  of 
this book. 

The following is a list of websites that are rich with information on social entrepre-
neurship. Not only do they provide defnitions, tools, and examples, but they profle orga-
nizations that are leaders in this movement as well. For example, Ashoka and Echoing 
Green are social venture philanthropies that provide social entrepreneurs with fnancial 
resources, technical assistance, and access to networks. Net Impact is a student organiza-
tion that champions social entrepreneurship, corporate social responsibility, and sustain-
able business practices, and can be found on college campuses across the United States. 
We urge you to thoroughly explore these sites:

 Acumen: https://acumen.org 
 Ashoka:  www.ashoka.org ,  www.changemakers.com ,  www.ashokau.org  
 Aspen Institute:  www.aspeninstitute.org  
 Echoing Green:  www.echoinggreen.org  
Global Social Entrepreneurship Network: www.gsen.global 
 Net Impact:  www.netimpact.org  
 Next Billion:  www.nextbillion.net  
 Skoll Foundation:  www.skollfoundation.org/skoll-entrepreneurs  
 Social Enterprise Alliance:  https://socialenterprise.us  

Another valuable Web-based resource is E-180, a website and blog that seeks to educate 
about social entrepreneurship and related topics. It abounds with information on what is 
happening in the feld and where one can fnd training, fellowships, and other resources. 
In 2009, E-180 offered its ranking of the “Best Social Entrepreneurship News websites” 
( E-180, 2009 ). In rank order, they include: 

1  E-180:  www.e-180.co  
2  CSR Wire:  www.csrwire.com  
3  Change.org: social entrepreneurship:  www.change.org  
4 Stanford Social Innovation Review: https://ssir.org 
5 Fast Company: social responsibility: www.fastcompany.com/topics/ethonomics 
6  Next Billion:  www.nextbillion.net  

https://acumen.org
https://www.ashoka.org
https://www.changemakers.com
https://www.ashokau.org
https://www.aspeninstitute.org
https://echoinggreen.org
http://www.gsen.global
https://www.netimpact.org
https://nextbillion.net
http://www.skollfoundation.org
https://socialenterprise.us
http://www.e-180.co
https://www.csrwire.com
http://www.Change.org
https://www.change.org
https://ssir.org
http://www.fastcompany.com
https://nextbillion.net


 
 

 

   
 

 
   

 
 

 
    

  
 

  

 

        
 

         
 

           
         
  

          
             

        
       

         
  

             
       

 
        

      
            
          

       
         

9 In t roduct ion 

A perusal of these sites will provide an understanding of what is currently going on in 
the feld of social entrepreneurship. It can, and should, be used as a source of real-world 
examples to which the theoretical material in  Chapter 2  can be connected. 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 Drawing on economic theory, what kinds of market failure underlie the world’s most 
pressing problems? Examine three examples: hunger, groundwater contamination, 
and literacy.

 2 Why is healthcare reform such a contentious issue in the United States? Why have 
public and private efforts been unsuccessful in fully addressing the challenge of 
affordable health care? What role(s) might social entrepreneurs play in solving the 
problem?

 3 The chief goal of the private sector is effciency.Why? The primary focus of the public 
sector is equity. Why? It is quite possible to be highly effcient yet ineffective. It is also 
possible to be very equitable but ineffective. How does social entrepreneurship blend 
eff ciency, equity, and effectiveness? 

 4 Some have argued that social entrepreneurship is another form of commercial entre-
preneurship with positive social or environmental change as its product. Do you agree 
with the accuracy of this observation? Why, or why not? 
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Chapter 2 

Defning and Distinguishing 
Social Entrepreneurship 

AIM/PURPOSE 

This chapter seeks to defne the feld and distinguish between business and social entrepreneur-
ship in useful ways. It explores the feld’s economic origins and examines the intentions of its 
practitioners. It also examines several models of the social entrepreneurship process, ultimately 
offering an original hybrid model as a guide for thinking about the feld. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To comprehend the meaning and nature of entrepreneurship, in general. 
2. To understand what constitutes social entrepreneurship. 
3. To recognize the similarities and differences between business entrepreneurship and social 

entrepreneurship. 
4. To understand what motivates social entrepreneurs to pursue their mission. 
5. To envision and follow the social entrepreneurship process: who the actors are, which 

resources are required, which relationships must be developed, and which contextual factors 
are at play. 

People have been engaged in the types of activities that today we include under the 
umbrella we call “social entrepreneurship” for centuries: ministering to the sick, feeding 
the hungry, teaching the illiterate to read, and so forth. Economic and social phenomena 
such as the spread of capitalism, the rise of the welfare state, and the decline of the tradi-
tional family support structure have served to make these activities more necessary and 
caused them to grow in scale and level of sophistication. As was suggested in  Chapter 1 , 
the problems at which these activities are targeted have also grown in intensity and scale 
to the point where existing governmental and private-sector institutions are no longer able 
to solve them, requiring a new approach to their alleviation which has taken on a life of 
its own. 



 
 

 
   

 
  

  
 

  
 

 
  

  
 

  
   

 
 

  
  

  
 

 

    

   
 

 
 

  
  

  
  

 

12 Defining and Dis t inguishing Social  Entrepreneurship 

Bill Drayton, the founder of the social venture philanthropic organization Ashoka, is 
widely credited with coining the term “social entrepreneurship” in the 1980s. However, 
it was J. Gregory Dees who frst envisioned social entrepreneurship as a profession and a 
feld of study in the late 1990s. Thus, it is clear that while many of the activities of social 
entrepreneurship have a long history, efforts to give it coherence as a body of knowledge 
and practice are quite recent. This is exciting in that we are delving into something very 
new. The reverse side of this coin, however, is that we, as students of this new feld, have 
very little to work with in terms of theoretical background. In fact, there is still consider-
able disagreement as to how to defne the term “social entrepreneurship.” This situation 
presents both a challenge and an opportunity. We must navigate only partially charted 
waters; however, we have the unique chance to help shape this feld and infuence its 
innovation. What could be more entrepreneurial? 

In this chapter we examine our current understanding of the terms “entrepreneur-
ship” and “social entrepreneurship” and attempt to establish a working defnition of the 
latter that will guide us as we continue our journey of understanding. We also endeavor 
to distinguish social entrepreneurship from its cousin, business entrepreneurship, in 
ways that are useful. We will discuss social entrepreneurship’s economic origins and 
the role of individual intent and motivation in shaping efforts in the feld. We will also 
look at several theoretical models of the entrepreneurship and social entrepreneur-
ship processes to help us understand the roles, players, functions, and interrelationships 
involved. 

As good scholars in all felds know, the best place to start one’s inquiry into a subject is 
by defning what is meant by the terms being used. In this case, how do we defne “social 
entrepreneurship”? The term is made up of two distinct words, each of which adds some-
thing to its meaning. An examination of each of these words separately, and then together, 
may prove useful. 

DEFINING “SOCIAL” 

“Social” derives from the Latin word  socialis, meaning an associate, ally, or companion.The 
word suggests the organization of people, or confederates, into an interdependent group 
that lives and works together cooperatively—a community or society. Therefore, “social” 
has to do with anything that pertains to a community or society. By defnition, it puts 
society ahead of the individual. 

There is a tendency to think of the social aspect of life as being distinct from the eco-
nomic. This conception of the world holds that the pursuit of economic advantage can, 
and should, be conducted in isolation from the affairs of society. In the United States, this 
is refected in such time-honored ideas as  laissez-faire (the government, as the represen-
tative of society, should keep its “hands off” private economic pursuits) and  caveat emptor 
(“let the buyer beware,” suggesting that it is society’s responsibility to protect itself from 
unscrupulous business practices). Even the notion that it is the government’s duty to pro-
vide a “safety net” for people who fall between the economy’s cracks, which is common in 
many countries around the world, is another example of the perceived division between 
society and economy. 
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Fortunately, this view is changing. As David Bornstein (2007, p. x) observes, “the 
conceptual frewalls that once divided the world into social and economic realms” are 
coming down. There are numerous examples of this all around us. The increasing inter-
est in the areas of sustainable business and corporate social responsibility (CSR) offers 
numerous cases in point. PepsiCo measures and works to reduce its carbon footprint. 
NBC-Universal builds environmental sustainability into its practices and its brand. 
Highly successful entrepreneurs, like Bill Gates and Jeff Skoll, undertake massive phil-
anthropic efforts that provide leadership in this arena and that support the work of 
social entrepreneurs. Private actors in the capital markets, such as  impact investors , 
bring fnancing to community development efforts (Wei-Skillern, Austin, Leonard, & 
Stevenson, 2007). Public–private partnerships and public–private–nonproft partner-
ships abound (Hamlin & Lyons, 1996). 

The fact is that the perceived partition between society and the economy is an artifcial 
bifurcation. Society and the economy are inextricably linked.The economy is an invention 
of society and, as such, can and should be reinvented from time to time to make sure the 
two are in harmony. This reality is what makes addressing social issues through entrepre-
neurship a natural f t. 

DEFINING “ENTREPRENEURSHIP” 

“Social” is a relatively easy term to defne. There may be, and is, disagreement about which 
should take precedence—the individual or society; the economy or the needs of society— 
but there is little or no disagreement about what “social” means. A widely agreed-upon 
defnition of “entrepreneurship,” on the other hand, is not nearly as uncomplicated to fnd. 
This is due to the wide variety of perspectives brought to bear on this subject. 

There are purely economic defnitions, like the one espoused by Terry ( 1995 , p. 102), 
who describes an entrepreneur as “a production innovator who perceives the opportunity 
to provide a new product or implement a new production method and then organizes 
the needed production inputs and assumes fnancial risk.” While this defnition focuses on 
things that resonate for economists, such as means of production and production inputs, it 
also uses terms like “innovator” and “fnancial risk” that provide a glimpse into the charac-
teristics that make entrepreneurs unique. 

The economist Burton Klein ( 1977 , p. 9) offers a broader perspective on the entrepre-
neur, calling her or him “a marriage broker between what is desirable from an economic 
point of view and what is possible from a technological (i.e., operational) point of view.” 
This defnition introduces the concept that entrepreneurship has to do with making con-
nections and building networks that are essential to progress in solving problems and 
meeting needs. It also hints at a more romantic view of entrepreneurs as people who can 
help us make our economic dreams come true. 

Entrepreneurship educators Timmons and Spinelli ( 2007 , p. 79) provide yet another 
“take” on entrepreneurship, which they defne as “a way of thinking, reasoning, and acting 
that is opportunity obsessed, holistic in approach, and leadership balanced.” In so doing, 
they highlight the fact that entrepreneurship involves both cognitive processes and actual 
practice—it is a profession. Furthermore, they establish that entrepreneurs are perpetually 
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focused on identifying viable business opportunities, are strategic or “big picture” think-
ers, and are mindful of the fact that effective leadership is catalytic in nature, spreading 
responsibility and recognition evenly throughout the enterprise. Timmons and Spinelli 
describe this latter behavior as making “heroes” out of partners and employees. 

Lichtenstein and Lyons ( 2010 ), entrepreneurship researchers and practitioners, offer 
yet another perspective. They maintain that an entrepreneur is anyone who innovates (by 
creating a new product or service, developing a new production process, or fnding a new 
market) and who has a goal of growth and development for themselves and their business. 
This latter caveat refers to the idea that entrepreneurs seek to improve their own skills in 
order to more effciently and effectively move their companies through the stages of the 
business life cycle. 

While there are many other defnitions of “entrepreneurship” that have been developed 
over the years, the aforementioned defnitions are representative of the diversity among 
them. Despite this variation in thinking, there are some general aspects of entrepreneur-
ship that appear to have at least some degree of universality. Entrepreneurs actively seek 
out opportunities to innovate in order to add value to the lives of their customers. They 
pursue a strategy of growth in order to expand their business’s market reach and profts. 
They are strategic in the way they manage their enterprises, and they ably build networks 
among their investors, suppliers, and customers in order to achieve their business goals. 
While they are not necessarily risk takers, they are invariably risk managers. This skill at 
risk management enables them to bear greater risks than do most business people or mem-
bers of the wider populace. 

That said, there is still disagreement among entrepreneurship scholars on several of 
these points and related considerations. For example, Shane ( 2008 ) argues that successful 
entrepreneurs share genetic traits, while Lichtenstein and Lyons ( 2010 ) maintain that 
success in entrepreneurship rests with the mastery of a learned skill set. Shane states 
that business opportunities exist in the given context and must be found by the entre-
preneur, while Sarasvathy ( 2008 ) asserts that entrepreneurs fabricate opportunities out 
of the stuff of their environments. Many entrepreneurship educators argue that the only 
true entrepreneurs are those who grow high-impact companies worthy of investment by 
venture capitalists; however, others include small business owners in their defnition of 
entrepreneurs. These are ongoing debates that may never be resolved, but they need to 
be acknowledged because they have implications for the differences in the ways in which 
“social entrepreneurship” is def ned and practiced. 

DEFINING “SOCIAL ENTREPRENEURSHIP” 

As is suggested at the end of the preceding section, fnding a uniformly accepted defnition 
of “social entrepreneurship” is just as problematic as getting agreement on a defnition of 
“entrepreneurship.” The latter impasse contributes to the former. As an example, Brock, 
Steinder, and Kim ( 2008 ) have identifed thirteen different defnitions of social entrepre-
neurship. Before taking up this issue, we review several of the defnitions of social entre-
preneurship that have been put forward. 

Arguably the oldest and most cited defnition of social entrepreneurship comes from Dees 
( 1998 , p. 4) in his seminal unpublished paper “The Meaning of ‘Social Entrepreneurship.’” 
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Dees draws upon defnitions of entrepreneurship from Schumpeter, Say, Drucker, and 
Stevenson and adds a social twist. He states: 

Social entrepreneurs play the role of change agents in the social sector by: 

 adopting a mission to create and sustain social value (not just private value); 
 recognizing and relentlessly pursuing new opportunities to serve that 

mission; 
 engaging in a process of continuous innovation, adaptation, and learning; 
 acting boldly without being limited by resources currently in hand; and 
 exhibiting a heightened sense of accountability to the constituencies served 

and for the outcomes created. 

For Dees, social entrepreneurship is about applying what he perceives to be the best of 
business entrepreneurship to the pursuit of a social mission, or purpose.Thus, social entre-
preneurship is a means to making nonproft organizations less bureaucratic. Boschee’s 
( 1998 , p. 2) def nition of social entrepreneurs reinforces this idea: 

Social entrepreneurs are not-for-proft executives who pay increasing attention 
to market forces  without losing sight of their underlying missions, to somehow 
balance moral imperatives and the proft motives – and that balancing act is the 
heart and soul of the movement. 

Mort, Weerawardena, and Carnegie ( 2003 , p. 76) bring a more philosophical tone to the 
subject. They acknowledge the complexity of the feld and the role that morality plays 
(a subject that will be addressed later in this chapter): 

Social entrepreneurship is a multidimensional construct involving the expres-
sion of entrepreneurially virtuous behavior to achieve the social mission, a 
coherent unity of purpose and action in the face of moral complexity, the abil-
ity to recognize social value-creating opportunities and key decision-making 
characteristics of innovativeness, proactiveness and risk-taking. 

Like Dees and Boschee, these scholars feature the use of entrepreneurial behaviors to 
achieve social mission; however, they do not expressly link this to a nonproft organiza-
tional structure. 

Alvord, Brown, and Letts ( 2004 , p. 4) avoid the issue of organization structure as well 
and add the concepts of sustainability and transformation to their defnition: “Social entre-
preneurship creates innovative solutions to immediate social problems and mobilizes the 
ideas, capacities, resources, and social arrangements required for sustainable social trans-
formations.” This defnition captures the entrepreneurial behaviors of innovation, the mar-
shaling and mobilization of resources, and networking (“social arrangements”), but it also 
highlights the idea that the ultimate product of these activities is long-term, deep social 
change. This is important because while earlier defnitions attempted to link entrepre-
neurship to the solution of social problems, they did so in a way that implied short-term, 
transactional solutions.This is not surprising, given that business relationships are typically 
transactional—I give you $2 and you give me a loaf of bread. Growth in business is a result 
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of amassing more transactions. Thus, when early social entrepreneurship thinkers were 
attempting to defne the feld, it was only natural for them to directly apply the basics of 
business entrepreneurship to social problem solving.Yet, the true solution of a social prob-
lem cannot be transactional; it cannot be superfcial in that it treats only the symptoms. It 
must treat the root cause of the problem and seek to end the problem permanently (that 
is, it must be transformative and sustainable). As Bill Drayton has put it, “Social entrepre-
neurs are not content to give a fsh or teach how to fsh. They will not rest until they have 
revolutionized the f shing industry.” 

The preceding defnitions of social entrepreneurship either make no stipulation about 
the nature of the organizational vehicle that social entrepreneurs use to pursue their social 
missions or clearly describe that vehicle as having a nonproft structure. In this way, they 
represent two distinct approaches to thinking about social entrepreneurship: (1) as a set of 
practices that may or may not be associated with an organization; or (2) as the activities of 
nonproft organizations that are seeking to enhance their effectiveness by behaving more 
like businesses, particularly entrepreneurial businesses. 

Some scholars in this feld see social entrepreneurship in another way: as for-proft enti-
ties that pursue a social mission.This has been called “social enterprise.” Interestingly, Dees 
noted this phenomenon before he wrote his seminal paper on social entrepreneurship in 
1998. In 1994, he observed that 

[s]ocial enterprises are private organizations dedicated to solving social 
problems, serving the disadvantaged and providing socially important goods 
that were not, in their judgment, adequately provided by public agen-
cies or private markets. These organizations have pursued goals that could 
not be measured simply by proft generation, market penetration, or voter 
support. 

(Cited in  Mair & Martí, 2006 , p. 4) 

Haugh and Tracey ( 2004 ) add to this perspective by noting that social enterprises 

trade for a social purpose. They combine innovation, entrepreneurship and 
social purpose and seek to be fnancially sustainable by generating revenue from 
trading. Their social mission prioritizes social benefts above fnancial proft, 
and if and when a surplus is made, this is used to further the social aims of the 
benefciary group or community, and not distributed to those with a controlling 
interest in the enterprise. 

(Cited in  Mair & Martí, 2006 , p. 4) 

This latter defnition pushes the conception of social enterprise in the direction where it 
now stands. 

Owing to increased interest in high-growth “gazelle” businesses in the commercial 
entrepreneurship arena and their ability to generate wealth quickly, a new focus has been 
placed on high-impact social ventures in the social entrepreneurship world because of 
their ability to rapidly scale up and maximize mission achievement. These “social entre-
preneurship gazelles,” however, could just as easily have nonproft structures as for-proft 
structures. In this way, the term “social enterprise” has been broadened. 
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Still another use of “social enterprise” defnes it as having to do with the earned income 
activities of nonproft organizations ( Lyons, Townsend, Sullivan, & Drago, 2010 ). While 
all of this can be confusing, it represents the evolution of the term toward encompassing 
the proft-making activities of organizations, regardless of their structure, that utilize their 
prof ts in the pursuit of a social mission. 

A further evolution in the defnition of social entrepreneurship has been taking place 
over the past few years. This is a movement toward viewing the feld as pursuing its 
goals in multiple sectors, across sectors, or through hybrids combining sectors. Robinson 
( 2006 , p. 95) acknowledges that social entrepreneurship can take place via for-proft or 
nonprof t entities: 

I defne social entrepreneurship as a  process that includes: the identifcation of 
a specifc social problem and a specifc solution˛.˛.˛.˛to address it; the evaluation 
of the social impact, the business model and the sustainability of the venture; 
and the creation of a social mission-oriented  for-proft or a business-oriented 
nonproft entity that pursues the double (or triple) bottom line. 

The triple bottom line referenced in this defnition pertains to the pursuit of economic, 
social, and environmental outcomes by the for-prof t or nonprof t organization. 

Austin ( 2006 , p. 22) introduces the idea that social entrepreneurship need not be con-
fned to a single sector but can take place across multiple sectors: “Social entrepreneur-
ship is innovative, social value-creating activity that can occur within or across nonproft, 
business, and public sectors.” Wei-Skillern et al. ( 2007 ) echo this view in a very similar 
def nition of the f eld. 

However, as Hockerts ( 2006 , p. 145) points out, there is a growing movement toward 
hybrid social enterprises. He gives these a name: “Social purpose business ventures are 
hybrid enterprises straddling the boundary between the for-proft business world and 
social mission-driven public and nonproft organizations. Thus they do not ft com-
pletely in either sphere.” These hybrid social enterprises are examined in more detail in
 Chapter 6 . 

These attempts at defnition illustrate that social entrepreneurship is a rapidly grow-
ing and changing feld. It is little wonder that there is no real agreement on a single 
defnition, and this is not necessarily “bad.” The defnitions put forth to date are like the 
growth rings in a tree trunk: they mark the history of the feld’s development and help 
us to better understand how it has grown. This is precisely what theoretical consider-
ation should do. 

We have been given a snapshot of the latter-day social entrepreneur and her or his 
enterprise. Such a person is a social innovator who adds value to people’s lives by pur-
suing a social mission, using the processes, tools, and techniques of business entrepre-
neurship. She or he puts societal beneft ahead of personal gain by using the “profts” 
generated by her or his enterprise to expand the reach of her or his mission. The social 
entrepreneur’s vehicle for pursuing her or his mission could be for-proft, nonproft, 
or public in its structure, or it could be a hybrid, or any or all of these. It should be 
emphasized that, as already stated, this is merely a snapshot, accurate only at this partic-
ular point in time. A future portrait of the social entrepreneur may look very different; 
however, this should not be a source of frustration or discomfort—quite the opposite: it 
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refects the excitement and dynamism of this feld and is an ongoing challenge to those 
of us who would study it. 

HOW ARE SOCIAL ENTREPRENEURSHIP AND 
BUSINESS ENTREPRENEURSHIP THE SAME 
AND DIFFERENT? 

From time to time it is suggested to us by students in our social entrepreneurship courses 
(usually students with business backgrounds, or who are business majors) that there is 
really no difference between social entrepreneurship and business entrepreneurship—that 
a solution to a social problem is just another type of product that can be sold by a business 
entity. This is an interesting observation and, on its surface, seems to have merit. Yet, is it 
really that simple? 

In reviewing the various defnitions of “social entrepreneurship,” “social entrepreneurs,” 
and “social enterprise,” a key similarity and a key difference between social entrepreneur-
ship and business, or commercial, entrepreneurship become clear. Both types of entrepre-
neurship employ the behaviors, skills, processes, tools, and techniques of entrepreneurs: 
opportunity recognition (adding value by addressing needs), bootstrapping (being cre-
ative and effcient when assembling resources), risk tolerance through risk management, 
innovation, desire for control, network-building capability, and continuous learning ( Dees, 
1998 ; Perrini & Vurro, 2004 ). The chief difference appears to be the social entrepreneur’s 
focus on social mission achievement as opposed to the commercial entrepreneur’s focus 
on profts for the enterprise’s owners. Put another way, the former serves stakeholders; the 
latter serves shareholders. A slight variation on this is the observation that social entrepre-
neurs use the pursuit of economic value as a tool for achieving social mission ( Perrini & 
Vurro, 2004 ). 

Dees makes this distinction clear in his 1998 defnition of social entrepreneurship (see 
p. 15). Of his fve bulleted activities of social entrepreneurs, three are drawn from the liter-
ature of commercial entrepreneurship: recognizing and relentlessly pursuing new oppor-
tunities; continuously innovating, adapting, and learning; and not being limited by current 
resources. The other two bullet points are specifc to social entrepreneurship: creating and 
sustaining social value; and a higher level of accountability to constituencies served and 
for the outcomes created. 

These are not the only distinctions drawn between social and business entrepreneurs in 
the literature, however. For example, Perrini and Vurro ( 2004 ) suggest that social entre-
preneurs tend to have more democratic or participatory decision-making processes than 
do commercial entrepreneurs. Mair and Noboa ( 2003 ) argue that social entrepreneurs 
are particularly dissatisfed with the status quo, making them better positioned to rec-
ognize opportunities for social change. Prabhu ( 1999 ) asserts that social entrepreneurs 
are more skilled than commercial entrepreneurs at building networks of support across 
diverse constituencies. 

While these claims may bear some truth, they do not rest entirely on solid ground. 
There are commercial businesses that use participatory decision-making processes. This 
has become increasingly the case as the value of employee buy-in and more open strategic 
planning efforts have been recognized. Arguably, many business entrepreneurs build their 
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enterprises around opportunities that stem from dissatisfaction with some aspect of the 
status quo. This might include the entrepreneur who starts his own business because he 
believes he can make the product better than his boss can, or the entrepreneur who iden-
tifes her business opportunity through frustration regarding an unmet need in her life that 
she shares with others. There is also merit in the contention that business entrepreneurs 
have become increasingly skilled at building networks along their supply chains because 
successful competition in the global economy demands it. Thus, a number of differences 
between social and business entrepreneurs appear to be differences of degree, not absolute 
differences. 

This brings us back to a distinction based on social mission and accountability to stake-
holders. Does this suggest, then, that social entrepreneurs are merely business entrepre-
neurs who happen to be selling social transformations? We think not. Social entrepreneurs 
are unique because they know how to operate at the nexus between the private, public, 
and nonproft worlds from which their multiple stakeholders come. This is not easy to do. 
At the very least, it requires an understanding of the social sector that, in our experience, 
the average business person simply does not have, or does not care to have. 

The business sector and the social sector use very different thought processes and 
equally different languages. The successful social entrepreneur must act as translator, 
ambassador, and facilitator between these two worlds. Social entrepreneurship is not 
about simply making the social sector more business-like, nor is it merely giving business a 
social conscience. These things may happen, but they are products of a more complex and 
sophisticated process. Social entrepreneurship is a blending of these two spheres in a way 
that adds social value in the most effcient, effective, equitable, and sustainable manner 
possible. 

This suggests that social entrepreneurship involves both  agency and  structure 
( Granovetter, 1985 ). The individual entrepreneur can infuence society in a positive way 
by using business strategies and tactics: agency. However, to believe that this can be 
done in a vacuum, while ignoring the social context, is elitist ( CASE, 2008 ) and wrong. 
The successful social entrepreneur must do her or his work within the constraints of (and 
often empowered by) the cultural, political, legal, fnancial, and other infrastructures of 
the context: structure ( Weerawardena & Sullivan Mort, 2006 ). 

WHAT MOTIVATES SOCIAL ENTREPRENEURS? 

Why do social entrepreneurs take on this challenge? What drives them to want to engage 
in the hard work of building an organization, marshaling resources, managing risk, building 
networks, and so forth? Does it have something to do with their background? Is it based 
on a reaction to something they have seen or heard about? Is it a product of their moral 
training? 

Mair and Noboa ( 2006 ) maintain that what they call “background” and “content” are 
the major contributors to the motivation of social entrepreneurs. “Background” refers to 
how the individual entrepreneur was raised and socialized. This might include the infu-
ences of family, friends, religious leaders, and teachers. It may also refect personal char-
acteristics that heighten the individual’s sensitivity to a particular social problem. Daryl 
Hammonds, founder of KaBOOM! (a nonproft social enterprise that facilitates the 
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building of children’s playgrounds in underserved areas), had learning disabilities and was 
raised in a foster home ( Wei-Skillern et al., 2007 ). Prospective social entrepreneurs may 
have had instilled into them strong beliefs about what is right and what is wrong. They 
likely have learned empathy for those who are less fortunate. They often have a strong 
sense of justice. This causes them to be altruistic, morally outraged by injustice, and sensi-
tive to issues of equity ( Anderson, 1998 ; Yujuico, 2008 ; Skoll Foundation, 2010 ). 

Another aspect of background in social entrepreneurship is previous experience as an 
entrepreneur ( Mair & Noboa, 2006 ). This gives the social entrepreneur the sense of self-
effcacy that permits her or him the necessary comfort level to be able to proceed. Many suc-
cessful social entrepreneurs were frst successful business entrepreneurs. eBay founder Jeff 
Skoll, who created the Skoll Foundation, is often held up as an example. These individuals 
possess both self-confdence and the support of an established network of resource providers 
as they transition to launching and growing a social enterprise ( Mair & Noboa, 2006 ). 

“Content” provides the milieu in which the social entrepreneur’s background interacts 
with the social sector. This is where they become exposed to social problems, for example, 
seeing homeless people on the street, volunteering in a soup kitchen, watching a friend 
die of an incurable disease, or reading about war crimes. This causes them to exercise their 
altruism and focus their anger at social injustice. It also helps them in the process of rec-
ognizing an opportunity for adding social value and of developing a mission for delivering 
on that value proposition ( Mair & Noboa, 2006 ). 

Mair and Noboa ( 2006 ) take this a step further by creating a model that explains how 
a social entrepreneur moves from these motivating factors to perceptions that yield inten-
tions which, ultimately, produce behaviors that result in the creation of a social venture 
(see  Figure 2.1 ). 

In this model, the social entrepreneur comes to believe that it is desirable, “right,” and 
possible to create a social enterprise to address an identifed social problem. This is driven 

FIGURE 2.1 A Model of Social Entrepreneurial Intention Formation 

Source: Mair, Robinson, & Hockerts (2006, p. 126). 
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by feelings of empathy for the disadvantaged members of society and the social entrepre-
neur’s determination that their plight is morally “wrong.” This is what drives social entre-
preneurs’ “perceived desirability” of creating the social enterprise. They are empowered by 
a belief that they can successfully accomplish what they seek to do and by the support of 
others who share their vision for a better situation. This gives them a sense of “perceived 
feasibility.” 

These perceptions underlie the social entrepreneur’s intentions to move forward with 
the launch of a social enterprise. These intentions, in turn, allow her or him to engage 
in the necessary behavior for successful social entrepreneurship, which yields the actual 
creation of the enterprise. 

Thus, social entrepreneurs are motivated by forces that are both internal and external 
to them. Internal motivation comes from personal values that foster empathy for the 
plight of others and from a self-confdence born of relevant experience. External motiva-
tion comes from an encounter with a social problem and from the support of others who 
share concern regarding that problem. Taken together, these forces give the social entre-
preneur the impetus to act. 

Case Study 2.1 

Profle of a Social Entrepreneur: Peter Frampton, 
Manager, the Learning Enrichment Foundation 

The Learning Enrichment Foundation’s (LEF) mission is to provide community-responsive programs 
and services that enable individuals to become valued contributors to their community’s social and 
economic development. 

LEF, located in the most disadvantaged part of Toronto, serves thousands of people each year 
in programs ranging from community enterprises to childcare centers, including employment 
counseling, career exploration, skills training, employer outreach, self-employment training, 
English for immigrants, and a business incubator. ACE, LEF’s Action Centre for Employment, 
serves the recruitment needs of local employers and determines their training needs so that skill 
training at LEF remains targeted to opportunities. Thousands of people each year fnd employ-
ment through ACE. 

LEF, whose mandate is community economic development, employs 235 people full-time and 
60 people part-time, and has an annual budget of approximately $12 million. 

Q: What led you, Peter Frampton, to become a social entrepreneur? 
The needs of our community, and most others, are far greater than can be met by government 
alone. For example, over 50 percent of the individuals we serve do not qualify for any of the “gov-
ernment” programs we operate. LEF, therefore, needs to weave together other opportunities that 
leverage that funding and enable us to serve everybody who comes to us for assistance. LEF has 
never had “core” funding. As a result, we have had to be innovative and develop other means of 
meeting the demands of our community. 

For us, all of our programs are a response to local needs and make up what we call a “com-
munity economic development strategy.” Within everything we do, there is an opportunity for skills 
training to take place. Each part of the organization works in an integrated fashion with the others, 
enabling us to propel literally many hundreds of people back to work each year. 
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Q: How do you and your organization practice social entrepreneurship and social enterprise? 
In a sense, you can look at all of our operation as a social enterprise. Over 60 percent of our 
budget is derived from fee-for-service operations. For example, our childcare centers operate on 
a fee-for-service basis. While most of the parents receive a subsidy, the subsidy travels with the 
parents and so we must earn their trust every day. In order to be able to offer a broad base of ser-
vices in our childcare centers (from infant care to special support staff, parents, and children with 
special needs), we need to operate at a scale that enables us to sustain these essential services. 

While training is available for those clients who qualify for government support (through 
Employment Insurance sometimes, and through Ontario Works), most individuals in our commu-
nity do not qualify (new immigrants, reentry women, youth), and so we loan people the training 
and they agree to pay us back, based on a personal budget, what they can afford over an 
eighteen-month period once they start work. 

Finally, at LEF, we operate Community Enterprises: a woodworking shop for youth, a kitchen 
that makes about 1,500 meals a day, and a computer help desk that supports not only LEF but 
charities across Ontario and Manitoba as well. Each of these enterprises offers an important 
hands-on learning environment and a service that meets specifc needs in our community. Each is 
an essential part of the integrated whole. 

Q: What successes have you and/or your organization enjoyed? 
Our biggest success has been in being able to serve the whole community and not just those who 
qualify for narrowly defned government programs. This would not be possible if we did not take 
an entrepreneurial approach, effectively leveraging government support and constantly working 
toward a high degree of program integration. It is the leveraging and integration that, combined, 
enable us to have a local impact that far outweighs what any other program can achieve on 
its own. 

Q: What is the biggest challenge you have faced and how have you dealt with it? 
Our biggest challenge has been, I believe, one of the keys to our success. Without ever having 
core funding, we have had to be entrepreneurial. While it remains a struggle to serve the whole 
community, especially within increasingly restrictive funding paradigms, understanding how to 
leverage and integrate activities has enabled us to continue to meet those needs. 

The second biggest challenge is marketing. For marketing initiatives to be successful, they 
require a signifcant and ongoing investment. When one is surrounded by great need in a commu-
nity, it is diffcult to make that investment decision. (Do you increase the food in the food bank or 
market a social enterprise? The immediate needs win out every time—as they should.) The solution 
here is to build enterprises quietly over time. 

Q: What is the most important lesson you have learned about the work, and the feld of social 
enterprise? 
The key to success is to always ensure that one’s “entrepreneurial activities” are aligned with 
one’s mission and the needs of the community you serve. There are great ideas and opportunities 
that can be pursued, but do they enrich the local population and move them forward toward self-
suffciency? That is the key question. When looking at opportunities, we ask three questions: 

 Does this opportunity meet local needs? 
 Does this opportunity enhance and leverage our existing organizational capacity? 
 Will we lose our shirt—or can we safely pull it off? 

Q: What does the feld of social enterprise need most for its development in Canada? 
Permission to fail and the ability to defne success within a locally relevant context. For example, 
LEF’s Wood Working Program loses money each year. By that defnition, it is a failure. However, 
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of 120 clients served each year (we receive our referrals from the courts and through schools), 
72 percent return to school or fnd and keep employment. If this program were supported by the 
federal government, only 10 percent of the clients we serve would be allowed to participate. We 
see it as a huge success, and so do our private-sector funders and supporters. 

Social enterprises exist to meet a local need that is not being met by either government or the 
private sector. They are, by defnition, hard. Each failure makes the enterprise more bulletproof 
and enhances the working model. Organizations need an opportunity to fail quietly and an oppor-
tunity to share those failures with each other. They need an opportunity to test and retest market 
assumptions. Without fexible, multiyear support, the necessary learning cannot happen. 

Peter Frampton joined LEF in 1993. As Manager of Development, Peter’s role is to integrate 
enterprises, programs, and initiatives that support the needs of the community and leverage the 
expertise of the organization. Peter is currently a member of the Board of Directors of the Cana-
dian Community Economic Development Foundation (Chair of the Membership Committee), repre-
sentative to the National Social Economy Round Table, Ontario Member & Chair of the Canadian 
CAP Association, and a member of IMIT Canada, a network of technology service providers 
dedicated to the voluntary sector. 

Source: Used with the permission of the Canadian Social Entrepreneurs 
Network, www.csef.ca/organizations.php 

THOUGHT QUESTIONS 

1 What entrepreneurial behaviors are exhibited by Peter Frampton and LEF in this case? 
2 What makes LEF a social enterprise? 
3 Describe Frampton’s motivation to be a social entrepreneur, in terms of his back-

ground and context. 
4 How does LEF accomplish the social transformation called for by its mission? 

MODELING THE SOCIAL ENTREPRENEURSHIP PROCESS 

Social entrepreneurship can be looked at from the perspective of the individual entre-
preneur, the enterprise, or the context within which the entrepreneur and her social 
enterprise operate. However, when all is said and done, social entrepreneurship is about 
a  process that involves the interaction of all three of these elements ( Mair & Martí, 2006 ; 
Wei-Skillern et al., 2007 ). 

In its essence, a process is a fow of activity—what kinds of things take place and in 
what order. If the process is systematic, the right things are being done and in the right 
order. Mapping a process also clarifes the players in, or contributors to, the process and 
the nature of their relationships to each other. 

In an effort to better articulate and understand the social entrepreneurship process, we 
introduce several process models for both business and social entrepreneurship.We examine 
each of these models for what they tell us and do not tell us. Along the way, we compare 
models. We then conclude this discussion with a process model that can guide our thinking 
about social entrepreneurship, and how it works, throughout the remainder of this text. 

http://www.csef.ca
https://entrepreneurship.We
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The Timmons Model of the Entrepreneurship Process 

One of the simplest and most elegant models of the entrepreneurship process is the one 
developed by the late entrepreneurship educator Jeffrey Timmons. The Timmons model 
of the entrepreneurship process envisions the practice of entrepreneurship as a balancing 
act (see Figure 2.2 ). The lead entrepreneur, or founder, of an enterprise functions as the 
fulcrum of a seesaw. She or he must balance three weights that are variable in size. These 
weights represent the business opportunity that the enterprise is pursuing, the team that 
is assembled to do the work of the enterprise, and the resources required to pursue the 
opportunity. 

The team of individuals with complementary skills assembled and the fnancial and 
physical resources marshaled must match the size of the opportunity that the enterprise 
is seeking to fulfll. If the opportunity is too big for the team and resources available, the 
seesaw collapses to the left, and the enterprise fails. If the team is too highly skilled and/or 
the resources are in excess of what is needed to pursue the given opportunity, the seesaw 
collapses to the right, killing the enterprise through ineffciency. The only way that the 
enterprise remains healthy and survives is if the entrepreneur successfully keeps these 
elements—opportunity, team, and resources—in balance. This is an ongoing process. 
As the opportunity grows over time, so must the team and resources grow commensu-
rately. If, for whatever reason(s), the opportunity shrinks, the entrepreneur must “shrink” 
the team and resources in equal measure. 

While this model provides a readily understandable picture of the role of the entrepre-
neur and the bare essence of the enterprise and its parts, it focuses solely on the entrepre-
neur and the enterprise, and leaves out the context in which this entrepreneurial activity 
takes place. In this way, it is helpful to our understanding of how the entrepreneurship 
part of social entrepreneurship works but not the social part. 

 

 
 

    
 

 

 
    

 

  

  

 
 

 

 

FIGURE 2.2 A Model of the Entrepreneurship Process 

Source: Adapted from Timmons & Spinelli (2007, p. 89). 



 

 

 
  

 

 
 

  
  

 
  

    
  
   

 
 

 
 
 

 
  

 
 

 

Defining and Dis t inguishing Social  Entrepreneurship 25 

The PCDO (People, Context, Deal, and Opportunity) 
Framework 

Another model that was developed in order to explain the commercial entrepreneur-
ship process is the PCDO framework (see  Figure 2.3 ). It was created by four Har-
vard Business School professors: Stevenson, Roberts, Bhide, and Sahlman. PCDO is an 
abbreviation for People, Context, Deal, and Opportunity. “People” represents the human 
capital necessary to successfully operate an enterprise. Similar to Timmons’ “team,” it 
acknowledges the complete, collective skill set necessary for successful entrepreneur-
ship provided by the management team, employees, vendors, and external partners. In 
this model, the term “people” is also intended to include fnancial investors in the enter-
prise. This might include the entrepreneur her- or himself, family, friends, micro-lenders, 
bankers, mezzanine capitalists, angel investors, and venture capitalists. Thus, the PCDO 
model combines elements of the “team” and “resources” from the Timmons model under 
the “People” heading. 

The term “Deal” denotes the transactions involved in determining how and to whom 
benefts of the entrepreneurial activity are dispersed. As Wei-Skillern et al. ( 2007 , p. 11) 
put it, “‘Deal’ is the substance of the bargain that defnes who in a venture gives what, 
who gets what, and when those deliveries and receipts will take place.” This incor-
porates into the model that which is the lifeblood of business: transactions among 
multiple parties. There is no counterpart for this element of the entrepreneurship pro-
cess in the Timmons model; it is implied, and only for those transactions that take 
place inside the enterprise, as this model tends to leave the enterprise to operate in 
a vacuum. 

“Context” signifes the elements of the environment or ecosystem in which entrepre-
neurship takes place and which are beyond the direct control of the entrepreneur. These 
might include political, legal, cultural, and economic elements. This is another way in 
which the PCDO framework is distinguished from the Timmons model. 

FIGURE 2.3 The PCDO (People, Context, Deal, Opportunity) Framework 

Source: Sahlman, Stevenson, Roberts, & Bhide (1999). 
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As in the Timmons model, “Opportunity” plays an important role in the PCDO frame-
work.This is the opportunity to add value to customers’ lives by meeting a need they have. 
This is the essence of an enterprise. 

The way in which these elements are structured in the PCDO framework is instruc-
tive of its designers’ intent. Opportunity is at the top of the frame, symbolizing its vital 
importance and primacy in the entrepreneurship process. Context is used as a two-way 
flter. In one direction, the opportunity is sifted through the context, which may modify 
the former as it reaches the people and transactions that will put it in play. In the other 
direction, context flters the activities of the players and their interactions as they attempt 
to capture the opportunity.Thus, the entrepreneurship process is impacted by the context 
in which it takes place but is not constrained by it. 

As has been noted already, these models were conceived to explain the commercial 
entrepreneurship process. How effective are they as conceptual frameworks for social 
entrepreneurship? Certainly, social entrepreneurs pursue opportunities. As was observed 
earlier in this chapter, these are opportunities to provide social value. Social entrepreneurs 
need human, fnancial, and physical capital in order to build and sustain their enterprises, 
just as do commercial entrepreneurs. Social entrepreneurs engage in deal making as they 
capture opportunities by building and growing their enterprises. However, this “deal mak-
ing” is substantially more complex because the system of transactions must be systemic, 
and therefore synergistic, if the ultimate goal of social transformation is to be achieved. 
Simple business transactions will not accomplish the deep change desired. Furthermore, 
the context is of special importance to social entrepreneurs. It puts the “social” into social 
entrepreneurship by not only providing a source of opportunities to add social value but 
also putting parameters of accountability on activities as well. Bryson (1995) calls these 
“formal and informal mandates.” Formal mandates are those things that  must be done, as 
required by law, societal mores, and so forth. Informal mandates stem from the expecta-
tions of stakeholders (not shareholders). They are what  should be done. Therefore, context 
cannot be ignored, as in the Timmons model, nor can it be relegated to the role of a flter— 
something to be endured and adapted to—as in the PCDO framework. Context must be 
embraced as an essential part of the very fber of social entrepreneurship, as something that 
encompasses all social entrepreneurship activity, impacting it and being impacted by it. 

All of this suggests that social entrepreneurship is in need of its own process model, 
one that captures and emphasizes those aspects of its practice that are unique. There are 
two such models that warrant our attention: (1) a model developed by Güclü, Dees, and 
Anderson of the Center for the Advancement of Social Entrepreneurship (CASE); and 
(2) the Social Entrepreneurship Framework, created by Wei-Skillern, Austin, Leonard, 
and Stevenson of Harvard University. We will refer to these as the CASE Model and the 
Social Entrepreneurship Framework, respectively. 

The CASE Model 

The CASE Model focuses on the process of creating a social opportunity (see  Figure 2.4 ). 
It is a two-stage model involving the generation of a promising idea in the frst stage 
and the development of that idea into a viable opportunity in the second stage. The 
model holds that ideas are generated from unmet social needs and from the leveraging 
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FIGURE 2.4 The CASE Model 

Source: Adapted from Güclü, Dees, & Anderson (2002, p. 2). 

of existing social assets that, in turn, are infuenced by the personal experiences of the 
social entrepreneur and by changes taking place in the context. In their current state, 
however, these ideas are not actionable. They must be developed into opportunities 
that are attractive to a variety of stakeholders (e.g., target benefciaries, investors, and 
political supporters). 

The opportunity will not be attractive unless a case can be made for its viability both 
as a feasible business model and as a strategy for effectuating a social transformation 
(i.e., achieving real social impact). The social impact theory must include a compel-
ling working hypothesis regarding the social outputs, outcomes, and impacts that are 
achievable when the opportunity is actively pursued. As an example, suppose a social 
entrepreneur generates an idea for helping obese children to lose weight by teaching 
them how to cook with healthy, low-fat ingredients. She must then develop this into 
an opportunity by building a case for how many children she can serve (an output), 
what kind of weight loss they can anticipate (an outcome), and how this will change 
their self-image and lifestyle into adulthood (impact). The business model will need to 
describe how the enterprise will be operated in pursuit of the opportunity. That is, it 
must show the activities necessary and their proper order and fow—a systematic model. 
This operating model must be complemented by a strategy for marshaling and allocating 
resources that makes operations possible. 

Both of the principal elements—the social impact theory and the business model— 
operate within a context (operating environment) that will affect the successful imple-
mentation of the social venture idea. This context includes market, industry structure, 
cultural, and political factors ( Güclü, Dees, & Anderson, 2002 ). Also in the mix are the 
entrepreneur’s motivation, skill level, and personal networks necessary for success, or what 
the CASE Model calls “personal ft.” If the social impact theory and business model are 
compelling, the operating environment is favorable, and the personal ft is good, then the 
social entrepreneur has a viable social opportunity that can generate true social impact. 
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The CASE Model takes us from idea to opportunity to social impact. Along the 
way, it introduces the elements of social needs, social assets, impact logic, operations, 
resources, and individual entrepreneur capability as well as context. It captures much of 
what we have learned from the commercial entrepreneurship models and adds a social 
aspect. It uses context as a frame within which the process for developing opportunities 
takes place. 

The Social Entrepreneurship Framework 

The Social Entrepreneurship Framework, which is a modifcation of the PCDO frame-
work introduced earlier in this section, presents another way of thinking about how social 
entrepreneurship comes about (see  Figure 2.5 ). It identifes three major elements: oppor-
tunity, people, and capital. “Opportunity” and “People” represent essentially the same vari-
ables as they do in the PCDO framework, with the exception that fnancing providers 
are no longer included in the “People” category. Instead, “Capital” includes all sources of 
capital, including fnancial capital. These three major elements are brought together in a 
Venn diagram (“Opportunity” is placed intentionally at the top), with the area of overlap 
labeled “Social Value Proposition” (SVP). The SVP is the reason(s) why target benef-
ciaries (customers) of a social venture should choose that venture’s services over those 

FIGURE 2.5 Social Entrepreneurship Framework 

Source: Wei-Skillern et al. (2007, p. 23). © 2007. 
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of competitors. This model’s developers are placing the SVP at the heart of the social 
entrepreneurship process because not only does it represent the product of the coming 
together of opportunity, people, and capital, but it also lies at the core of the social ven-
ture’s purpose—its mission. 

The Venn diagram is an interesting graphic choice because it captures the synergy 
embedded in the social entrepreneurship process, which makes social transformation— 
the manifestation, or delivery, of the SVP—possible. Another interesting feature of this 
model is the way in which it represents context. The latter is a porous (as indicated by 
the dotted lines) envelope within which all social entrepreneurship activity takes place. 
Its non-impervious nature allows it both to affect the process and to be affected by it. This 
is a signifcant departure from the PCDO model, which suggests that context is merely a 
f lter for this activity. 

In many respects, the Social Entrepreneurship Framework captures the same process as 
is found in the opportunity development portion of the CASE Model. The latter is more 
explicit, but, essentially, both models are attempting to portray the process by which 
an enterprise is formed and sustained to pursue a viable opportunity to generate social 
impact. The key difference between these models is that the CASE Model takes into 
account the process by which the idea that underlies the opportunity is created, while the 
Social Entrepreneurship Framework assumes this. 

Each of these models offers important insights about the social entrepreneurship pro-
cess.The Social Entrepreneurship Framework captures the synergy of opportunity, people, 
and capital necessary to fulfll the SVP. It also effectively highlights the importance of 
context as both an infuencer of the process and that which is impacted by it. The CASE 
Model reminds us that social opportunities have their origins in ideas that refect both a 
social need and the capacity of society to meet that need. In addition, it emphasizes the 
importance of having a theory of change leading to social impact. 

Yet neither of these models is complete. As noted, the Social Entrepreneurship 
Framework leaves out the crucial idea-generation process. The CASE Model provides 
only superfcial treatment of the context, relegating it to the role of an “operating 
environment” in which opportunity development takes place. While the Social Entre-
preneurship Framework errs on the side of simplicity, the CASE Model is a bit too 
complex, relying heavily on an accompanying narrative to clarify its sometimes opaque 
elements. 

The Social Entrepreneurship Process Model 

With the understanding that models are merely attempts to make that which is complex 
more manageable, we attempt to create a hybrid process model of social entrepreneurship 
that refects both the need for simplicity and the desire for completeness. Our model seeks 
to capture the best of both the CASE Model and the Social Entrepreneurship Framework 
(see  Figure 2.6 ) in a streamlined manner. 

In our model, the social entrepreneurship process takes place in two stages, similar 
to the CASE Model. Stage 1 is Idea Creation, where an idea is generated by the coming 
together of the entrepreneur’s individual motivation, the social need to be addressed, and 
the current capacity of the community or society to fulfll that need (i.e., current assets 
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FIGURE 2.6 Social Entrepreneurship Process Model 

available for use in addressing the need). As was discussed earlier in this chapter, the 
entrepreneur’s motivation is infuenced by her or his background and context. If properly 
motivated, the entrepreneur will be able to conduct a cursory assessment of both the need 
she or he seeks to fulf ll and the resources available to meet that need. 

This yields an idea for changing the world in a positive way. However, it is as yet an 
untested idea. The social entrepreneur does not know whether a viable social venture 
can be built around it. Therefore, the idea must be thoroughly vetted to determine its 
feasibility. Will it garner the needed societal acceptance as a legitimate social issue? Can 
it attract adequate human, social, fnancial, and physical capital to address the need over 
time? Is there a market for this proposed social innovation? Does it have the potential to 
achieve scale? If the answers to these questions are “yes,” then the idea is indeed a social 
opportunity, and a social venture can be created to pursue a mission that stems from this 
opportunity. 

Stage 2 is the Mission Achievement phase, which brings together this newly confrmed 
opportunity and the human and other resources to pursue it. At the core of this conver-
gence is the mission, or purpose, of the social venture. This stage is so named because the 
focus is on the social venture’s performance in attaining its mission—in achieving positive 
impact. 

Both stages represent synergistic interactions of elements that result in the two key 
components of any social entrepreneurship endeavor: the idea for meeting a societal need 
and an opportunity-driven, mission-based vehicle for fulflling the identifed need. These 
two synergistic stages make transformational impact possible. 

All of this activity takes place within a context that brings its own politics, culture, 
economic environment, social norms, geography, history, and legal and monetary systems 
to bear. As with the Social Entrepreneurship Framework, this context is permeable, per-
mitting interaction between it and the social entrepreneurship effort. 

This model, which we have labeled the Social Entrepreneurship Process Model, will be 
used to guide our thinking throughout the remainder of this book. 
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VOICES FROM THE FIELD 

Tim McCollum, Madécasse 

Tim McCollum, the co-founder of Madécasse, does not think of himself as a social entre-
preneur, nor does he use the term “social entrepreneurship” when he talks about his com-
pany. However, he is aware that other people do. Because of this, he has a ready response 
when asked what “social entrepreneurship” means to him. He defnes the term as “the 
idea of using business, markets and capitalism to create a for-proft enterprise to solve 
a social need.” He contrasts this to corporate social responsibility (CSR) by noting that 
CSR involves a business model for a proftable business that allows the owner to donate a 
portion of her or his profts to charity, while in social entrepreneurship the social good is 
embedded in the operations of the company. 

One can easily understand McCollum’s perspective when Madécasse’s story is unfolded. 
Madécasse is a company that makes chocolate in the African country of Madagascar. Mad-
agascar is an island off the coast of East Africa. With 587,041 square kilometers of land 
area, it is the fourth largest island in the world. Fifty percent of its population lives below 
the poverty line. It has a predominantly agricultural economy, with vanilla, cocoa, coffee, 
cloves, sugar cane, and rice among its major export crops ( CIA, 2010 ). 

Since its launch in 2006, Madécasse has worked with cacoa farmers in northern Mad-
agascar to grow, ferment, and dry their cacoa beans in a manner that greatly enhances 
their favor and, thereby, their value for making chocolate. This value-added process has 
doubled the income of the farmers with whom Madécasse works. Madécasse provides 
equipment and technical training to the farmers. It also buys the cured beans they produce 
and uses them to make chocolate through a partnership with an in-country chocolate 
factory. Tim McCollum points out that the process of fermenting and drying the cacoa 
beans takes about two weeks. Cacoa farmers in Madagascar are accustomed to selling 
their beans immediately, as a commodity for export, because of their subsistence-based 
economic lives. Madécasse offers them incentive to undertake the value-added process by 
paying them in advance at double the amount they would receive from cacoa importers. 

The chocolate produced by Madécasse is a rival to the fnest chocolates made in 
Europe. Three team members located in the United States are responsible for the market-
ing, promotion, and distribution of the Madagascar-made chocolate in the United States 
and Europe. 

When asked about the original idea behind the creation of Madécasse, McCollum admits 
that he and co-founder Brett Beach never had an “aha moment.” Instead, the emergence 
of the social venture was evolutionary in nature. The two social entrepreneurs served 
together in Madagascar while in the Peace Corps. They came to love the island nation 
and its people, and resolved to continue helping Madagascar even after their Peace Corps 
stint ended. Brett started by importing vanilla beans from Madagascar and, in so doing, 
became increasingly familiar with the world’s high-end chocolate industry.Africa produces 
85 percent of the world’s cacoa, and Madagascar is widely recognized as having the best cacoa 
in the world. However, less than 1 percent of the world’s chocolate is produced in Africa. 
McCollum and Beach came to realize that an opportunity existed to begin moving Africa 
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in general, and Madagascar in particular, into the high-end chocolate market and away 
from selling cacoa as a commodity. In doing so, they could generate social change, as the 
value of chocolate is fve times that of cacoa beans. They could achieve a double bottom 
line, allowing the market to drive social change. 

McCollum freely admits that had they had any idea how diffcult this effort would 
turn out to be, they might not have undertaken it. He cites as an example the challenge 
presented by the fact that Madagascar has a very warm climate, chocolate melts, and they 
are working in a very isolated part of the country with no electricity. Yet, their motivation 
to help Madagascar drove them forward past such obstacles. His advice to would-be social 
entrepreneurs: “Don’t let the feasibility assessment discourage you. You can overcome any 
obstacle if you believe strongly enough in what you are doing.” 

Madécasse’s approach to assembling the fnancial and physical resources they needed 
refects this philosophy. In the beginning, they did not really know what they would need. 
If they had known, the resource-marshaling task would have been daunting. Instead, they 
bootstrapped, using money from their own savings, McCollum’s pay checks from Amer-
ican Express, and the prize money they won in a business plan competition at New York 
University. Later, as they demonstrated what could be done, they attracted money from 
family and friends.As an indication of how far they have come over their frst several years, 
they were recently able to raise a substantial amount of money from an equity investor. 

Another manifestation of the bootstrapping strategy is the pro bono help they have 
received with trademarking and other intellectual property (IP) considerations from 
a law frm. They also received pro bono help with their website and with branding from 
a marketing frm. Together, this assistance represents at least $80,000 that they did not 
have to spend from their own resources. 

Tim McCollum feels that the connection to Madagascar is what brings unity to the 
Madécasse team. Besides his and Brett Beach’s connection, the third U.S.-based member 
of the team was also a Peace Corps volunteer there (at a later time). McCollum notes that 
the fact that the Peace Corps tour of duty is only two years in length and that some people 
want to stay connected to the country after this time creates a pool of ability upon which 
Madécasse can draw for future talent. 

The Madagascar context has played and continues to play an important role in Madé-
casse’s growth and development. As Tim McCollum observes, the context has presented 
its challenges, but these have not dissuaded the Madécasse team. A 2009 coup highlighted 
the political instability in the country; however, the team’s experience and in-country con-
nections helped them to weather that storm. When Madagascar lost its status under the 
African Growth and Opportunities Act, all aid to the country stopped and many of the 
local NGOs failed. Madécasse stepped in and took over some of the work of these orga-
nizations, which affected the enterprise’s fnancial resources. Despite all of this instability, 
Madécasse was still able to attract the equity fnancing noted earlier in this discussion. 
As McCollum puts it, “You can do anything if you have a good opportunity and the right 
people behind it.” 

Through its perseverance and good work, Madécasse has had a very positive impact 
on Madagascar. In addition to making the country a viable chocolate exporter and dou-
bling the income of twenty farm families in the bargain, the social venture has helped the 
farmers’ cooperative to establish a bank account and has taught them how to balance it. 
McCollum likes to tell a story that epitomizes the improvement in local quality of life 
that Madécasse’s efforts have brought. The village of about 800 households where the 
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cacoa farmers live is located 50 kilometers from the nearest source of electricity. Despite 
this, the village leader has established “movie night” in that community. Using an electrical 
generator that he purchased with profts from the sale of value-added cacoa, he shows a 
movie on DVD once a week to the villagers at no cost to them. While this may seem like 
a small thing, it is a wonderful example of how tapping private markets can generate sur-
plus in what is otherwise a subsistence economy, allowing for savings that can, in turn, be 
invested in the community’s quality of life. 

Epilogue 

Since the frst edition of our book, Madécasse has undergone a number of changes and 
new developments as they began to scale their business model. Madécasse considers their 
business as having a Direct Trade model and they contend that this model makes their 
operations more transparent to consumers. Additionally, it also enables them to be more 
effective and impactful than other organizations in improving conditions for cacoa farm-
ers. Essentially, their model has four main parts: 

1 building strong relationships with their cacoa farmers; 
2 collaborating with a chocolate factory in Madagascar; 
3 obtaining and sourcing ingredients and materials from Madagascar; 
4 exporting the f nished product to global markets. 

This model allows Madécasse to create a model that delivers four times the social and 
economic beneft than the standard Fair Trade system (Marshall et al., 2014). They have 
made over 4 million chocolate bars in Madagascar (Madécasse LLC, 2019). By assimilat-
ing cacoa farmers and the local community into the commodity chain of their chocolate 
production, they believe it enables them more agency over the f nal product. 

Despite these advances, Madécasse has experienced some challenges in the last couple 
of years. One specifc challenge, as they looked to scale their operations (Madécasse can 
now be found in Whole Foods and Trader Joes in the U.S.), was that they realized the 
level of production inside Madagascar could not meet their demand. Consequently, they 
moved a large percentage of their production outside of Madagascar. They do state that 
they will eventually return back to the original model of 100 percent made in Madagascar 
(see Figure 2.7). 

In terms of social impact, Madécasse measures this in “bars.” The social venture esti-
mates that it takes about 18 minutes to produce a bar. Of those minutes, farm labor 
accounts for 8 minutes or 43 percent. This demonstrates that the labor in Madagascar is 
almost doubled due to Madécasse’s business model. This additional labor is met in the 
form of utilities or packaging, and it essentially increases the number of people employed 
in the country. Moreover, $0.88 per bar is kept in Madagascar versus $0.13 per bar being 
kept under the Fair Trade system (Marshall et al., 2014). 

Madécasse has also been concerned with their overall environmental impact and 
participation in environmental issues in Madagascar. The social venture has published 
a report on their environmental impact, based on work with the local population (England, 
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FIGURE 2.7 Madécasse Manufacturing in Madagascar 

Source: https://madecasse.com/made-at-the-source/ 

Ratsimbazafy, & Andrianarinana, 2017). The report shows that cacao farms are actually 
a common habitat for several of Madagascar’s endemic species. In discovering this, they 
formed a partnership with Conservation International and Bristol Zoo to better under-
stand the lemurs that live in the cacao forests. This importance of conservation is demon-
strated in their new packaging. Madécasse redesigned their logo that includes a lemur 
holding a cacao pod, signaling their awareness and dedication to the betterment of the 
country’s ecosystem. In an interview with Forbes, Madécasse co-founder Tim McCollum 
says that the company hopes to reforest an entire valley to use as a habitat for rescue 
lemurs (Schatz, 2016). 

Again, as highlighted in the frst edition of our book, Madécasse indeed has a unique 
business model that strives to produce the maximum economic and social beneft for 
Madagascar. While not without its challenges, it is inspiring to witness brands like Madé-
casse who are making an effort to create value and begin to empower a country to fulfll 
their social and environmental potential. 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 Theory is the foundation upon which the house of practice is built. How would you 
interpret this statement and relate it to social entrepreneurship? 

2 Which model of the social entrepreneurship process presented in this chapter reso-
nates for you? Why? 

 3 Which do you think is more important to a social entrepreneur’s intention: perceived 
desirability or perceived feasibility? Explain your answer.

 4 Is a venture that offers dry-cleaning services using environmentally friendly processes 
and cleaning products a social venture? Why, or why not? 

https://madecasse.com
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Chapter 3 

Recognizing Social 
Opportunities 

AIM/PURPOSE 

Generating ideas for a social venture and assessing those ideas for their potential to be true 
opportunities are the focus of this chapter. As part of this discussion, the chapter explores the 
role of innovation in social entrepreneurship and presents several tools for assessing social 
opportunities. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To recognize the sources of ideas for social entrepreneurship. 
2. To be able to assess an idea for its viability as a true opportunity to add social value. 
3. To understand the forms innovation takes and the role it plays in opportunity recognition and 

implementation. 
4. To recognize forms of resistance to social innovation and to devise strategies for overcoming 

them. 
5. To grasp the nature and importance of a social value proposition (SVP). 
6. To understand the function of mission in social entrepreneurship and how to write an effective 

mission statement. 

In Chapter 2, the process of generating ideas for pursuit as a social entrepreneur is touched 
upon and placed in the larger context of a complete social entrepreneurship process. 
It is also emphasized that if a social entrepreneur is to be successful, he or she must assess 
their initial idea’s potential as a viable opportunity to address a social or environmental 
need—a process that is known in the entrepreneurship feld as opportunity recognition. 
This is to say that good ideas are not necessarily true opportunities to add social value. 
Each idea must be intentionally examined to ascertain the likelihood that it can produce 
positive social change, that there is a market for it, and that a social venture built to pursue 
the idea is sustainable over time (Dees, Emerson, & Economy, 2001). Even if this is not 
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done formally, successful social entrepreneurs informally evaluate their opportunities— 
they think them through—as was the case with Allison Lynch, formerly of the New York 
Women’s Social Entrepreneurship Incubator featured in the “Voices from the Field” sec-
tion at the end of this chapter. 

In this chapter we discuss social ideas and where they come from. We explore the pro-
cess of assessing an idea to determine whether or not it represents a genuine opportunity. 
Along the way, we introduce the concept of innovation and the role it plays in opportunity 
recognition and implementation. We also discuss typical forms of resistance to innovation 
and how those might be addressed and overcome. We conclude with a discussion of the 
social value proposition (SVP) and the mission of the social venture that pursues the 
identif ed opportunity. 

SOCIAL IDEAS 

Every social venture begins with an idea for improving society in some way. Webster’s 
New Collegiate Dictionary defnes an idea as “an indefnite or unformed conception.” 
It is important to understand that ideas are merely “grist for the mill” of entrepreneurship. 
They represent a starting place but they lack the fnish to build an enterprise around. Tim-
mons and Spinelli ( 2007 , pp. 116–122) assert that ideas are “inert” and have no real value, 
in and of themselves. This may be a bit of an overstatement, but it is certainly true that 
ideas represent unrealized potential value in their original state. They are the “commod-
ities” of the entrepreneurship process. Just as is the case with commodities, ideas have a 
value as the raw materials from which opportunities are made and ventures are launched. 
In this way, they are important and worthy of our deeper consideration. 

Entrepreneurs are often credited for their creativity and ability to generate new ideas 
for meeting customer needs. One of the authors of this text knew an entrepreneur 
operating in a city in the southern United States who came up with 100 new business 
ideas every month. There is the often-told story of Anita Roddick, founder of The Body 
Shop, who generated new ideas every time she walked down the street, observing her 
surroundings. But where and how do ideas for meeting needs actually originate for most 
entrepreneurs? 

The following are general sources of ideas. Most of these apply to both business and 
social entrepreneurs ( Fiet, 2002 ; Longenecker, Moore, Petty, & Palich, 2006 ; Timmons & 
Spinelli, 2007 ): 

 personal experiences—these may include experiences at work or at home; 
 hobbies or avocations—activities people enjoy engaging with during their free time; 
 serendipity or accidental discovery—something that is identifed in the course of seek-

ing something else; 
 systematic or intentional search—a deliberate effort to f nd an idea through research; 
 awareness generated by media, personal, and professional networks, etc., with the 

prospective entrepreneur learning about an issue or a problem through a newspaper 
account, a television report, or a session at a conference. 

Personal experiences are a common source of entrepreneurial ideas. The would-be entre-
preneur encounters a problem or need in her or his life that she or he believes is common 
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to many people and in need of addressing.An example from social entrepreneurship might 
be a mother whose child suffers from a learning disability and is not getting the help he 
needs from the local public school, so the mother founds an organization that provides spe-
cialized assistance to children who share this particular disability. The case of Madécasse, 
presented in the “Voices from the Field” section of  Chapter 2 , is another good example of 
a social idea generated from personal experience. In that case, the founding entrepreneurs 
got their idea for making chocolate in Madagascar through their Peace Corps experience 
in that country and their professional knowledge of the chocolate industry. 

Sometimes, social entrepreneurs draw their ideas from their own hobbies. One of 
our former students was an avid rock climber. She loved the sport for the healthy way 
it made her feel and for the opportunity it gave her to interact with nature. It struck 
her that many inner-city youth never got the chance to enjoy an experience like this 
and that it could beneft them. She proposed to build an enterprise that would provide 
equipment, training, and transportation to disadvantaged youth who wanted to experi-
ence rock climbing. 

There are numerous stories in the business world about entrepreneurs whose ideas 
came to them purely by a lucky accident. The inventors of a blood coagulant called 
Quick Relief originally set out to develop a method for purifying water. By accident, 
they created a product that is now widely used to stop bleeding caused by sports injuries. 
Its customers include several professional sports franchises ( Longenecker et al., 2006 , 
p. 530). In the social entrepreneurship arena, Kate Davenport, who was the Green 
Business-Green Jobs Program Director for Eco-Ventures International (a group that 
assists green enterprises), went to an event several years ago with the express purpose 
of hearing Nelson Mandela speak. When she got to the venue, however, she became 
absorbed in some informational literature she just happened to see on environmental 
sustainability, which inspired her so much that she went on to found a recycling business 
in Washington, DC. 

Some entrepreneurs generate their ideas very intentionally; they search for them. Some 
look through lists of unused patents. Others immerse themselves in what are sometimes 
called “idea baths.” These are gatherings of experts in a particular feld or industry who 
discuss trends and, in so doing, tease out ideas that might be pursued by value-adding 
enterprises ( Lichtenstein & Lyons, 1996 ). 

Prospective entrepreneurs can emulate the results of an idea bath by engaging in their 
own trends analysis. They can look for what Timmons and Spinelli ( 2007 ) have called 
“sea changes.” This is a nautical reference going back to the days when sailors did not have 
elaborate navigational systems at their disposal. Instead, they had to rely on the diligent 
monitoring of changes in wind patterns and velocity, the color of the sky, wave action, 
and so forth. These “sea changes” were the precursors of the challenges they would face 
to charting their course, maintaining it, and keeping their ship upright in a storm. This is 
a useful metaphor for thinking about trend or pattern analysis. 

If entrepreneurs carefully monitor changes in their environment, they will see patterns 
that will help them to predict arising challenges or needs to be addressed. When the “win-
dow of opportunity” for acting on an identifed need opens, they will be positioned to take 
maximum advantage of the timing. But what do entrepreneurs look for? 

Strategic planners talk about four major areas of society to monitor when looking 
for sea changes, which they have given the acronym PEST ( Bryson, 1995 ). The “P” 
stands for the political arena—changes in regime, ideology, leadership, and so forth. 

https://addressing.An
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“E” is economic and involves changes in structure, monetary policy, trade policy, etc. 
The “S” stands for social, which may include demographic and cultural shifts. The “T” 
is technology, which accounts for a host of changes stemming from the development 
and implementation of new technologies. Within these major areas the entrepreneur 
is looking for shifts in perception, process, structure, or new knowledge ( Longenecker 
et al., 2006 ). Embedded within any of these changes may be an idea for a new product, 
service, process, and so forth. 

Social entrepreneurs, in particular, may fnd the media to be a source of ideas. Hearing 
about or seeing a social problem elsewhere in the world can trigger thinking about what 
might be done to solve that problem. Professional and social networks may also be sources 
of ideas, as word of social needs is widely spread. In short, vehicles of mass communication 
have shrunk the world and helped to make a problem in one corner of the world every-
one’s problem. An individual in the United States who hears about human rights abuses 
somewhere in Africa may become a social entrepreneur who builds a venture to bring a 
solution to that problem to its source. 

Longenecker et al. ( 2006 ) offer another perspective on the generation of entrepre-
neurial ideas. They classify ideas as falling into three categories. Type A ideas are those 
that involve identifying a new market for an existing product or service. Type B ideas are 
those that represent the creation of an entirely new product or service, often through a 
technological breakthrough. Ideas that involve creating new processes for producing and/ 
or delivering existing products or services are called Type C ideas. This conceptual frame-
work for thinking about the creation of enterprise ideas is rooted in the feld of innovation, 
which we take up next. 

THE ROLE OF INNOVATION 

A discussion of the ideas that underlie entrepreneurial ventures, and social enterprises in 
particular, would not be complete without a discussion of innovation. In order to fully 
understand innovation, an important distinction must be made between the terms “cre-
ativity” and “innovation.” These terms are often used as synonyms, but they are not. Cre-
ativity is the development of original ideas, or inventions. Innovation is the  implementation 
of those inventions. Entrepreneurs, by defnition, are innovators, but they are not always 
inventors (though some are). The social entrepreneurs behind Madécasse ( Chapter 2 ) 
did not invent chocolate, nor did they invent the process for curing cacoa beans that they 
teach the cacoa farmers with whom they work. They did, however, fnd a way to produce 
chocolate in a developing African country that can compete in a global marketplace; this 
is their innovation. 

Dees et al. ( 2001 , p. 162) observe that “innovation involves establishing new and 
better ways for accomplishing a worthwhile objective.” In social entrepreneurship the 
identifed “worthwhile objective” is the creative idea; the innovation is the implementa-
tion of that idea. 

The Austrian economist Joseph Schumpeter identifed fve types of innovation, and 
Dees has added two more that are specif c to social entrepreneurship ( Dees et al., 2001 ): 

 The creation of new products or services. In social entrepreneurship this might also 
include new programs or projects. This is a bit confusing because it blurs the line 
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between creativity and innovation. It might more usefully be stated as the implemen-
tation of new products, services, programs or projects—that is, the delivery to market 
of things that had not previously been conceived of. 

 A new process for producing or delivering an existing product, service, program, or 
project. For example, throughout much of the twentieth century, affordable hous-
ing for low-income households was delivered by government through the construc-
tion of public housing projects, which employed multiple family dwelling units for 
rental. Habitat for Humanity introduced a new process model by which low-income 
households, with the help of volunteers, could build their own detached, single-family 
dwelling, which they then owned. 

 Delivering an existing product, service, program, or project to a new or previously 
underserved market. When Muhammad Yunus created the idea of micro-lending, he 
implemented it with low-income entrepreneurs in his native Bangladesh.The concept 
has since been exported to countries around the world. In the United States it has 
undergone substantial adaptation to accommodate itself to a very different economy 
(e.g., the need for much larger loan amounts). 

 Utilizing a new source of labor or other production inputs. Greyston Bakery of Yon-
kers, New York, operates a bakery that produces high-quality baked goods for restau-
rants and hotels using ex-convicts and other “unemployable” individuals as bakery 
workers. In a social entrepreneurship situation such as this one, the focus is on putting 
unemployed people to work, as opposed to a business entrepreneurship model that 
might seek to hire these individuals as inexpensive labor or, more commonly, not to 
hire them at all. As Greyston Bakery puts it, “We don’t hire people to bake brownies; 
we bake brownies to hire people.” 

 Implementing a new organizational or industrial structure. Community development 
banks are private banks, like their commercial banking cousins; however, they do not 
offer checking accounts or access to safe deposit boxes. Instead, they sell certifcates 
of deposit to their investors and use the money to invest in the development of their 
communities in a variety of ways. They typically invest where private banks will not 
(e.g., loans for the creation of minority-owned small businesses and for projects that 
beneft disadvantaged members of the community). As an example, the Louisville 
[Kentucky] Community Development Bank made a substantial loan to a nursing 
home for elderly, low-income, minority individuals so that the home could make 
major repairs to its leaky roof. 

 Implementing new ways of engaging “customers” or target benefciaries. A relatively 
new nonproft social venture in New York City called Blue Skies (now part of the 
Robin Hood Foundation) uses the Internet to consolidate information on social ser-
vice programs in the area and streamline the application process for its users. This 
system engages social service benefciaries in very different ways than the highly frag-
mented traditional system has. 

 The utilization of new funding models. As is discussed in Chapter 7 , the funding of 
nonproft social ventures, in particular, has departed dramatically from a dependence 
on the traditional philanthropic sources to a greater reliance on the generation of 
earned income . 

Innovation provides the link between ideas and opportunities. Innovation involves the 
implementation of ideas. This implies, of course, that those ideas are implementable. 
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Opportunities are implementable ideas. But how do we know whether an idea is imple-
mentable? The short answer to this question is that we test the idea in advance of pursuing 
it further. This reduces the chance of failure and its consequent wasting of resources— 
f nancial, physical, human, and social. The longer answer follows. 

OPPORTUNITY RECOGNITION 

Clearly, opportunity recognition involves movement from an idea to an opportunity. Tim-
mons and Spinelli ( 2007 , p. 116) describe this process as “transforming caterpillars into 
butterfies.” We know what an idea is, but what is an opportunity? If opportunities are 
implementable ideas, what makes them implementable? 

To begin to answer these questions, we attempt to establish a working defnition of 
“opportunity.” Timmons and Spinelli ( 2007 ) describe the key characteristics of a business 
opportunity as including: 

 the ability to add value for the customer; 
 adding value by solving a customer problem or fulf lling a customer need; 
 the ability to capture a market and generate prof ts; and 
 compatibility with the skill set of the entrepreneurs who pursue them. 

Mariotti ( 2007 , p. 18) simply defnes an opportunity as “an idea that is based on what cus-
tomers need or want.” Barringer and Ireland ( 2008 , p. 38) state that “[a]n opportunity is a 
favorable set of circumstances that creates a need for a new product service, or business.” 
These latter authors go on to identify the “essential qualities” of an opportunity: attrac-
tiveness, timeliness, durability, and basis in a product that adds value for the customer 
( Barringer & Ireland, 2008 , p. 39). 

Common to all of these defnitions is the idea of adding value for the customer. Mar-
keting experts call this the value proposition—that aspect of the product or service that 
causes customers to choose to buy it over its competitors. This, in turn, suggests that the 
product or service in question is addressing a need or want of the customer that the com-
petition is not attending to. While crucial, adding value for the customer is not the only 
criterion that must be satisfed in order to judge an idea to be a true opportunity, however. 
The ability to fnancially sustain the enterprise must be apparent (i.e., a large enough mar-
ket that it can cover its costs and generate a proft) and the timing must be right (an open 
“window of opportunity”). 

With these things in mind, our working defnition of  opportunity might look something 
like this: 

An opportunity is a business concept for a product or service that adds value to 
the lives of its customers by uniquely addressing an identifed need or desire in 
a way that takes advantage of existing market conditions and the skill set of the 
entrepreneur(s) and ensures the fnancial viability of the enterprise delivering 
the product or service. 

To this point, we have been discussing opportunity from the perspective of business 
entrepreneurship. How might this be translated for the social entrepreneurship world? 
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Like business entrepreneurs, social entrepreneurs need to identify the needs and wants of 
their “customers”—the target benefciaries of their efforts. Clayton Christensen, a Harvard 
business professor, refers to this as a “job” that the customer needs to have done for them 
( Christensen & Raynor, 2003 ). Presumably, this is a job that the customer is either unable 
or unwilling to do for themselves. In social entrepreneurship it is most likely the former; 
therefore, the question for the social entrepreneur is “How can I do this job for this target 
benef ciary in a unique way that improves her or his life?” 

Like business opportunities, social opportunities have a “window of opportunity.” This 
is the time period within which the social entrepreneur can provide maximum beneft 
to her or his customer before circumstances change, diminishing the value of the service. 
A window of opportunity might be opened by an event, a change in political regime and 
accompanying policy, a demographic shift, or an emerging trend. The earthquake in Haiti 
in January 2010 was a single event that opened the window of opportunity for social 
entrepreneurs who sought to help the victims of that disaster.The Reagan administration’s 
decision to close government-funded facilities for the mentally ill and effectively put many 
of them on the streets in the 1980s presented an opportunity for social entrepreneurs 
to devise new ways to help these individuals. The trend toward an increasing number of 
single-parent households in the United States has created opportunities to fulfll the needs 
of both these parents and their children through social entrepreneurship. Windows of 
social opportunity may be closed when the given need has been fulflled and new needs 
emerge, when an identifed trend ends or is reversed, when a political regime changes, or 
when a particular idea or perspective is no longer in good currency. 

Social opportunities are also like business opportunities in that they must be fnancially 
sustainable for the enterprise that pursues them. While social ventures that are nonproft 
in structure do not need to turn a proft, they do need to at least break even and, better 
still, generate excess revenue. With the rise of for-proft social enterprise, there really is no 
difference between social and business entrepreneurship in this regard. Thus, our working 
def nition of opportunity would seem to work for both types of entrepreneurship. 

Having defned opportunity, we can now turn our attention to “recognizing” it. In 
fact, a big part of recognition lies in knowing what it is that you are looking for. The 
real challenge lies in systematizing the recognition process so that it can be repeated 
with some measure of consistency in its predictive power. This must be done with the 
understanding, however, that there is no foolproof way to forecast the success of an 
entrepreneurial endeavor before it begins. This is due to the fact that entrepreneurship 
is an organic process, not a mechanistic one. The road from point A to point B is not a 
straight line but a circuitous path. An entrepreneur is laying the tracks just ahead of the 
train ( Lichtenstein & Lyons, 2010 ). With this acknowledged, we will look at some of the 
tools that have been created to help entrepreneurs to reduce their risk in their efforts to 
ascertain whether or not an idea is an opportunity. 

Opportunity Recognition Tools 

Tools for the purpose of assessing ideas to determine their potential as an opportunity tend 
to fall into two broad categories: (1) tools that evaluate the internal and external contexts 
within which the enterprise pursuing the opportunity operates and the tangible and intan-
gible resources necessary and available; and (2) tools that attempt to comprehensively 
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evaluate the attractiveness of the idea relative to criteria such as industry, market, eco-
nomics, competition, management, and the personal goals of the entrepreneur. We explore 
each of these types of tools for assessing business opportunities in turn, and then apply 
them to social opportunities. 

The environmental scan, more commonly referred to as the SWOT analysis, from stra-
tegic planning is a common tool for evaluating ideas. It is commonly prescribed in books 
on business planning as a way of offering a rationale for a business concept being proposed 
in the plan. It permits the entrepreneur to examine the implementation of the idea by 
strengths and weaknesses that are internal to the operations of the enterprise that will 
pursue the idea and by threats and opportunities presented by the external environment 
in which the enterprise operates. 

Strengths and weaknesses may include a wide variety of factors: the skill set of the 
entrepreneur and/or her or his team, organizational structure, available fnancial and phys-
ical resources, and so forth. These are current strengths and weaknesses. Strengths and 
weaknesses are often two sides of the same coin—as the ancient Greeks observed, one’s 
greatest strength may also be one’s “Achilles’ heel.” Listing an idea’s strengths and weak-
nesses helps the entrepreneur to think these things through systematically, reducing the 
probability that an important consideration will be missed. 

Similarly, a list of the future threats and opportunities potentially afforded by the con-
text can be quite varied: changes in the industry, changes in the economy, changes in the 
political landscape and resultant policy and regulatory alterations, market shifts, and the 
like. Accounting for these forces, the entrepreneur needs to think about contingencies and 
whether or not the enterprise could survive the contextual shift.Again, certain events may 
harbor both an opportunity and a threat. 

A complete SWOT analysis must not stop with a mere listing of strengths, weaknesses, 
opportunities, and threats. It must also examine the interactions. For example, how might 
a particular strength be used to thwart an impending threat or leverage an emerging 
opportunity? If an idea holds up to this scrutiny and still looks viable, it may well be an 
opportunity. 

Drawing extensively on the SWOT analysis model is the Outside-In/Inside-Out Analy-
sis model ( Longenecker et al., 2006 ). This latter model assesses ideas for their potential as 
opportunities by looking at the prospective impact of the outside context (defned as the 
“general environment” and the “industry environment”) on the proposed enterprise and at 
the internal capacity of the enterprise to act ( Longenecker et al., 2006 ). 

In the Outside-In Analysis the general environment includes the following factors: 
political/legal, socio-cultural, macroeconomic, global, and technological ( Longenecker 
et al., 2006 , p. 56). The industry environment takes into account Porter’s fve competitive 
factors: new competitors in the industry, products or services that can be substituted for 
those of the enterprise under analysis, rivalry among competitors, the infuence of suppli-
ers, and the infuence of buyers ( Porter, 2008 ). All of these things will either positively or 
negatively infuence the ability of an idea to be attractive and sustainable. 

Outside-In Analysis tells us how opportunities might be shaped, but this is only half of 
the assessment. It is also important to understand how capable the entrepreneur and the 
enterprise are of carrying the idea forward to the market. Such an understanding involves 
an assessment of internal resources (tangible and intangible) and capabilities (skills and 
core competencies).The results of the Outside-In and the Inside-Out analyses can then be 
blended and assessed using a standard SWOT analysis (described above). 
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The more comprehensive opportunity assessment tools seem to fnd their origins in the 
work of entrepreneurship educator and researcher William D. Bygrave. Bygrave ( Bygrave & 
Zacharakis, 2004 ) established a set of criteria to be evaluated relative to the “attractive-
ness” of the idea being assessed. For each criterion, he provided a brief profle of what 
that criterion would look like if it were to achieve either its highest potential or its lowest 
potential. In this way, Bygrave created a spectrum within which to assess each criterion 
within a comprehensive evaluation of an idea. For example, one of his market criteria 
was “Customers.” He identifed the highest potential of this criterion to be “Reachable; 
purchase orders” and the lowest to be “Loyal to others or unreachable.” Presumably, many 
ideas will fall somewhere between these two end points, where the customer base is not 
entirely reachable but not without hope of being reached. 

Bygrave identifed seven major areas for assessment: Industry and Market, Economics, 
Harvest Issues, Competitive Advantage Issues, Management Team, Personal Criteria, and 
Strategic Differentiation. He broke each of these areas down into several specifc criteria. 
As an example, Industry and Market comprised the criteria Market (which was further 
disaggregated into Customers, User Benefts, Value Added, and Product Life), Market 
Structure, Market Size, Growth Rate, Market Capacity, Market Share Attainable (Year 5), 
and Cost Structure ( Bygrave & Zacharakis, 2004 ). Thus, he provided a very thorough tool 
for assessing a business opportunity. 

Timmons and Spinelli ( 2007 , pp. 170–171) adapted Bygrave’s model into a tool they 
called QuickScreen. QuickScreen follows the Bygrave approach of nested criteria, with 
a higher potential to lower potential range for each. However, QuickScreen, as its name 
implies, takes a more streamlined approach. There are only three major assessment areas: 
“Market and Margin Related Issues,” “Competitive Advantages: Relative to the Current 
and Evolving Set of Competitors,” and “Value Creation and Realization Issues.” The 
parameters on each criterion are more concise and sharper. For example, one of the Mar-
ket and Margin Related Issues criteria is “Need/want/problem/pain-point.” It is considered 
higher potential if the Need is “Identifed” and lower potential if the Need is “Unfocused.” 
QuickScreen also offers higher average/lower ranges for some criteria (e.g., “Exit/Liquidity,” 
“Timing,” and “Barriers to Entry”). Finally, QuickScreen allows the entrepreneur doing the 
assessment to consider the idea’s “Overall Potential” and make “Go,” “No Go,” and “Go, 
If” decisions. 

Bygrave and Zacharakis ( 2008 ) offer another variation on the Bygrave model, which 
they call the Opportunity Checklist. They use many of the same criteria but add a few 
unique ones of their own: “Psychographics” (under “Customer”), “Stealth Competitors” 
(under “Competition”), and major assessment areas of “Government” and “Global Envi-
ronment.” Another interesting feature of the Opportunity Checklist is the scale for assess-
ment for each criterion. Rather than providing a range from higher to lower, Bygrave and 
Zacharakis simply permit the entrepreneur to evaluate the idea as a “Better Opportunity” 
or a “Weaker Opportunity.” 

While business entrepreneurs have several opportunity recognition, or assessment, tools 
from which to choose, social entrepreneurs have substantially less guidance in this area. 
Kitzi provides an opportunity assessment model for nonproft social ventures ( Dees et al., 
2001 , pp. 53–54). It is a version of Bygrave’s model that has been substantially stripped 
down, in terms of the number of criteria, and modifed to refect a focus on social mission. 
The Kitzi model evaluates social ideas on three broad dimensions: social value potential, 
market potential, and sustainability potential. It assesses each criterion as falling in a range 
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Social Value Potential 

Criterion Strong Opportunity Weak Opportunity 

Social need Service or product directly 
addresses an identifed need 

Service or product addresses need 
only indirectly 

Mission alignment Service or product is in direct 
alignment with mission 

Service or product is only  
indirectly aligned or is  
misaligned with mission 

Achievable impact Service or product can fulfll 
identifed social need in a 
measurable way 

Service or product will only 
minimally address the need 

Social return on investment 
(SROI) 

A strong effectiveness to cost  
ratio 

A weak effectiveness to cost  
ratio, or costs exceed impact 

Community support Service or product will be 
positively perceived and 
endorsed by the community 

Service or product will not be  
well accepted by the community 

Market Potential 

Criterion Strong Opportunity Weak Opportunity 

Customer need or want Target benefciary both needs 
and wants the service or product 

Target benefciary is indifferent to 
the service or product 

Window of opportunity Timing is good Timing is poor 

Investor interest Evidence of philanthropic, 
government, or private-sector 
fnancial interest 

Evidence of little or no interest by 
philanthropic, governmental, or 
private investors 

Market size Large Small 

Market share attainable An open market, with little or no 
competition 

Very competitive market, with 
several substitutors 

Competitive Advantage Potential 

Criterion Strong Opportunity Weak Opportunity 

Barriers to entry High, many Low or nonexistent 

Prospective partnerships or 
alliances 

Many potential partners Few potential partners 

Control over costs Substantial control Little or no control 

Compelling mission Highly compelling; widespread 
sympathy 

Less compelling; little  
understanding or sympathy 

Management team Strong, complete skill set Incomplete skill set 



Social value potential High Medium Low 

Market potential High Medium Low 

Competitive advantage potential High Medium Low 

Sustainability potential High Medium Low 

Composite potential High Medium Low 
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Sustainability Potential 

Criterion Strong Opportunity Weak Opportunity 

Venture capacity Suffcient physical resources to  
start and maintain the venture 

Insuffcient physical resources to 
start and maintain the venture 

Venture capability Suffciently skilled  
entrepreneur(s), staff, and board 

Insuffciently skilled  
entrepreneur(s), staff, and board 

Investor interest Evidence of philanthropic, 
government, or private-sector 
fnancial interest 

Evidence of little or no interest by 
philanthropic, governmental, or 
private investors 

Ability to generate earned 
income 

High potential for charging user  
fees and/or selling goods or 
services 

Low potential for charging user 
fees and/or selling goods or 
services 

Compelling mission Highly compelling; widespread 
sympathy 

Less compelling; little 
understanding or sympathy 

Overall Potential 

FIGURE 3.1 The Social Opportunity Assessment Tool 

of high to low. While the model is very useful for assessing opportunities for social ven-
tures with a nonproft structure, it no longer refects the rapidly changing nature of social 
entrepreneurship, which places a new emphasis on for-proft ventures and earned income 
activities by nonprof ts. 

In light of this reality, we offer a new opportunity assessment model that refects both 
Kitzi’s and Bygrave’s thinking as well as insights from other models based on Bygrave’s. 
Our model attempts to capture both the pursuit of social value and the market-driven 
aspects of business opportunities. This model, which we call the Social Opportunity 
Assessment Tool, can be found in  Figure 3.1 . 

USING THE SOCIAL OPPORTUNITY 
ASSESSMENT TOOL 

A quick perusal of the Social Opportunity Assessment Tool reveals that it has four major 
assessment categories: Social Value Potential, Market Potential, Competitive Advantage 
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Potential, and Sustainability Potential. Within each of these categories are fve criteria 
by which to evaluate the idea under study. The tool then permits the prospective social 
entrepreneur to develop composite ratings for each assessment category and for the four 
categories combined. This should provide ample guidance for deciding whether or not to 
proceed with creating the social venture. 

Before we look more closely at the tool, interpret the assessment criteria, and discuss 
where to fnd or develop the data for conducting the assessment, we would emphasize that 
this is intended to be a pre-launch test. Therefore, the idea is being assessed in advance of 
any action being taken on it. It is intended to force entrepreneurs to think through their 
idea before investing time and resources on it. If the assessment yields a positive result, 
they can proceed with relative confdence to pursue their genuine opportunity. If the 
results of the assessment are negative, they can abandon the idea before incurring any 
losses. In order for this to work, however, a social entrepreneur must be willing to be hon-
est with her- or himself in carrying out the assessment. It is very easy for entrepreneurs to 
fall in love with their idea and delude themselves into believing that it will work despite 
strong evidence to the contrary. 

That said, it is entirely possible to derive a “false negative” from this process. This could, 
in turn, scare an entrepreneur away from a social opportunity, the weaknesses of which 
might be overcome through motivation and resourcefulness. As Tim McCollum of Madé-
casse observed in Chapter 2 , sometimes it’s better not to know what you can’t do. Never-
theless, we urge prospective social entrepreneurs to put their ideas through an opportunity 
assessment because the systematic process will likely open their eyes to unanticipated 
strengths and weaknesses. The choice as to whether or not to proceed is the prospective 
entrepreneur’s alone. 

Whenever we ask a class of our social entrepreneurship students to put a social idea 
through an opportunity assessment, we have observed an interesting and recurring phe-
nomenon. Invariably, one or more students in the class will express frustration with the 
assignment. They will ask the following question: Because my idea is about something 
new that no one has ever done before, how can I be expected to predict how it will work, 
and where will I be able to f nd data to test it? This is a fair question. 

The answer lies in understanding that such an assessment must be handled as a “what 
if” scenario. If I pursue this idea, what is likely to happen? Is it likely to have customers? 
Will investors want to put their money behind it? Will the community in which it is 
implemented support it? Will it have a measurable social impact? Obviously, none of 
these questions can be answered defnitively: however, by examining the experiences and 
outcomes of comparable efforts, we can draw some preliminary conclusions about their 
likely answers. 

Where can this kind of information be found? It can be discovered in articles and books 
about the social problem(s) to be addressed; in case studies of similar social ventures; 
from relevant industry associations (e.g., housing groups, education associations, literacy 
groups, associations of foster children); from the fnancial records of nonprofts (which are 
a matter of public record and can be found on the Internet); from other social ventures 
in the same industry that are not competitors; by engaging with prospective customers; in 
directories of foundations and other philanthropic sources; and so forth. 

While most of this information will not be a precise ft with the situation of the pro-
posed social venture, it will be close enough to allow informed assumptions to be made 
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and to permit interpolation and extrapolation of data to better ft the circumstances being 
tested. The important idea here is that prospective entrepreneurs who engage in opportu-
nity assessment should perceive themselves not as describing the present but, instead, as 
predicting the future based on a comparable past.When this latter mind-frame is accepted 
and adopted, the work becomes easier. 

What follows is an examination of the Social Opportunity Assessment Tool itself. 
This examination is broken down by major assessment factors, with a discussion of the 
criteria within each factor. 

Social Value Potential 

In order for an idea to be a viable social opportunity, it must have the potential to cre-
ate social value for the customers, or target benefciaries. The fve criteria for assessing 
the social value potential of an idea are social need, mission alignment, achievable impact, 
social return on investment, and community support. 

First, the idea must meet a true social need. This is a need that has been clearly identi-
fed as such. One way to determine the relevance of a perceived need is to survey the pro-
spective target benefciaries.Their response can help to determine whether or not to move 
forward with an idea. For example, one of our students had an idea for a social venture 
that would help to prepare economically disadvantaged urban youth for college. She pro-
posed to start her efforts in a particular neighborhood in New York City. She conducted 
a survey of a representative sample of high school students in that neighborhood. The 
response of the high school students was strongly supportive of this idea, which suggested 
to our student that her idea, if implemented, would be addressing a true social need. 
A word of caution is appropriate here, however. Target benefciaries’ responses to any-
thing that may be of beneft to them tend to be skewed to the positive. A more accurate 
determination of need in this case involved surveying high school teachers and adminis-
trators and college admissions off cers as well. 

Another way to determine customer need is to study the results of secondary research 
on the subject. Books, articles in academic and professional journals, and technical reports 
can all be sources of information on a given need. A prospective social entrepreneur who 
is assessing an idea for a system to address illiteracy in the rural United States could look 
at studies of literacy in rural communities or regions to determine how many people are 
affected by the problem, their attitudes toward learning to read, and efforts to date to 
address the issue. 

Another measure of social potential is alignment with the social venture’s mission. This 
is probably most germane to social ventures that are already in operation and are explor-
ing new opportunities to pursue. The rule of thumb is that if an idea will not distract the 
venture from its mission (i.e., will not result in what is referred to as “mission creep”), it is 
worth exploring as an opportunity. If it will draw human, fnancial, and physical resources 
away from the mission, it should be approached with considerable caution. 

Mission alignment for start-up social ventures works in the opposite direction. Once an 
idea is determined to be a genuine opportunity, a mission can be clearly articulated for a 
venture whose purpose is to pursue that opportunity (or fulfll the identifed need). That 
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is, a mission can be created that aligns with the initial opportunity. We discuss mission and 
the mission statement in more detail later in this chapter. 

An idea for a social venture cannot be a viable opportunity if it will not yield an achiev-
able impact. It must produce a transformation—a deep and lasting social change of some 
kind. This performance must be demonstrable in some way. It is not enough to say that 
it is your intention to end homelessness; you must be able to show that your efforts as a 
social entrepreneur can be directly linked to a lower rate of homelessness in your commu-
nity and that the people you remove from the street do not return. 

Obviously, there is no way to guarantee that an idea will have impact before it is pur-
sued, but, at the least, there should be the ability to put a system in place to measure and 
report on progress toward the stated goal. There should also be a reasonable expectation 
that the idea, once implemented, can have a positive impact on fulflling the identifed 
need. Looking at comparable social entrepreneurship efforts with an eye to understanding 
how and why they did or did not succeed is one approach to determining the reasonable-
ness of your own expectations relative to your idea. If, for example, the idea under consid-
eration is a program for teaching obese children how to cook, using healthy ingredients, as 
a way to address the problem of childhood obesity in the United States, the prospective 
social entrepreneur will want to do some research on the impacts of other programs that 
address childhood obesity as well as the eff cacy of cooking classes for children. 

Going hand in hand with achievable impact as a criterion for social value potential is 
social return on investment (SROI). In business entrepreneurship, every investor in an 
enterprise expects a return on investment (ROI). That is, for each dollar they invest, they 
do so with the hope that they will receive more than a dollar in return. This is the incen-
tive to invest. No investor in a business invests with the idea of breaking even or of losing 
money.The same should be true for social investments; they should “pay off” by producing 
social gains that exceed the value of the initial investment. 

The diffcult aspect of SROI is that, unlike ROI, it cannot always be measured in dol-
lars. How does one accurately monetize lives saved or quality of lives improved? Nev-
ertheless, there must be a return to the social investor, or the idea being assessed must 
be considered to lack an important element of social value. It is a major challenge for 
social entrepreneurs to demonstrate the return that their value propositions can produce, 
especially in advance of putting their ideas into action ( Austin, 2006 ). Much thought has 
been, and continues to be, given to how to think about and measure SROI ( Sawhill & 
Williamson, 2001 ; Campbell, 2003 ; Emerson & Bonini, 2004 ; Wei-Skillern, Austin, 
Leonard, & Stevenson, 2007 ). See Chapter 8 for a more detailed discussion of both mea-
suring impact and SROI. 

The fnal criterion for determining an idea’s social value potential is community sup-
port. A true social opportunity has the support of the community (however this term is 
defned) where it is being pursued. The community must believe in the idea philosoph-
ically, must believe in its ability to be effective, and must be willing to, at least, provide 
political support. This is because the community is a stakeholder in the opportunity in the 
sense that the social entrepreneur’s success in addressing the need will impact quality of 
life in the community. The social entrepreneur should research the history of the commu-
nity’s support for similar social opportunities and may want to survey community leaders 
for their reactions to the idea under evaluation. Community resistance will, at best, make 
pursuing the idea diffcult and, at worst, destroy the idea and divide the community. For 
example, an idea for addressing teen pregnancy through birth control is unlikely to receive 
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support from a community where the majority of residents believe in abstinence for reli-
gious and ideological reasons. 

Market Potential 

The frst criterion for determining the market potential of a social idea is its ability to 
address a customer need or want. As was noted earlier in this chapter, in business an 
important aspect of a viable opportunity is the ability of the product or service to add 
value to its customers by satisfying a need they have. This is no less true for a social 
opportunity. If the real need of the youth in a particular community is for better access 
to training for the skilled trades, a would-be social entrepreneur with an idea for helping 
these youth go to college does not have a genuine opportunity because she or he would 
not be meeting the needs of the intended customers. 

Even meeting a customer  need may not be enough if the customers do not  want , or 
desire, the service being offered. In the case of the social entrepreneur with an idea for 
addressing childhood obesity through cooking classes for children, noted previously, 
there may be clear evidence that obesity among children in the community is a problem. 
Experts may agree that there is a need for viable ways to address this problem. The par-
ents of obese children in the community may even agree that something should be done. 
However, if the children don’t want to attend cooking classes, or if their parents want to 
try managing their diets at home rather than sending them to cooking classes, the idea has 
failed this test. 

This latter example raises another level of complexity in assessing this criterion. Who 
is the actual customer in this case? Is it the parents, who make the ultimate decision as to 
what is best for their child? Is it the child, who has a sense of what she or he likes or dis-
likes? The answer: the customers, in this case, include both the parent and the child. The 
child may be the one who directly benefts from the service, but the parent is an indirect 
benefciary. Thus, both must need and want this service in order for it to represent a true 
social opportunity. 

There have been too many instances of would-be social entrepreneurs attempting to 
ride to the rescue of people who they perceived needed and wanted what they were offer-
ing, only to fnd that this was not the case. Just like a business person who tries to sell a 
product for which there are no customers, a social entrepreneur who does the same will 
soon be out of business. 

An important concept in entrepreneurship is that of the window of opportunity. 
Every opportunity has one—a specifc period of time in which conditions are ideal for 
a favorable reception of the good or service. The window may be opened by a specifc 
event or pattern shift. The 2010 oil spill in the Gulf of Mexico was a catastrophe that 
opened a window of opportunity for social entrepreneurs seeking to help natural wild-
life, businesses, and entire communities negatively affected by it. How long this window 
will be open is presently unknown; however, as life along the Gulf returns to normal, 
the window will surely close. The trick is to enter this market space as close to the time 
the window of opportunity opens as possible. This will maximize the impact of your 
social venture. 

In order for a social idea to have market potential, it must be able to attract investor 
interest. This is because social investors represent a market as well. Social entrepreneurs 
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must be capable of selling investors on their product’s or service’s ability to meet the 
needs and desires of its intended customers. This is true whether the investors are philan-
thropic organizations, government agencies, or private entities. 

Market size is another important consideration when evaluating market potential. True 
social entrepreneurs, like business entrepreneurs, must “think big” about their opportuni-
ties. They should seek to maximize mission achievement by reaching as many customers 
as possible. As was noted in  Chapter 2 , a goal of growth for her or his venture is a hallmark 
of a serious entrepreneur. The larger the market, the greater the SROI will be, in most 
cases. This will, in turn, attract more investors. 

A large market does not necessarily ensure a large market share for the social venture, 
however. How much of that large market the venture captures will depend on how open 
the market is and how much competition exists in the market ecosystem. These two 
factors generally work together. In some markets a strong competitor may dominate the 
market, with many customers who are loyal to that competitor and unlikely to change 
their allegiance. An example from the world of business is what sometimes happens 
among competing automobile manufacturers. Many people in the market may develop 
a loyalty to a particular make of car because of considerations like cost, reliability, and 
appearance. Thus, a large segment of the market becomes loyal to a particular manu-
facturer, say, Honda. It is very hard for Ford, Nissan, Toyota, or Hyundai to take that 
market share away from Honda. An example from social entrepreneurship might be the 
dominance of Habitat for Humanity in the market for providing affordable housing for 
low-income households through homeownership. If a social entrepreneur was seeking 
to enter this market with a new offering, she or he might fnd it very diffcult to capture 
market share because of loyalty to Habitat’s mission and model by prospective customers 
and investors. 

Sometimes there are so many competitors in a given market that no matter how open 
the market is to new entrants, there is very little, or no market share left to be had. In busi-
ness entrepreneurship such a situation would likely result in ferce competition among 
companies to take market share away from each other. This is problematic in social entre-
preneurship, however, because competitors typically share similar social missions. Run-
ning another social venture out of business in order to corner the market on helping the 
homeless is hardly in keeping with the ethos of social entrepreneurship. It is much more 
likely that competitors would fnd ways to pool resources and work together to help the 
homeless in the given community. Of course, for most social problems there is far more 
demand than there is supply; therefore, markets overcrowded by competition are a rarity. 
Prospective social entrepreneurs simply should be sure that they can capture adequate 
market share to sustain their ventures. 

Competitive Advantage Potential 

Pursuant to the discussion of market potential, including an assessment of competitive 
advantage may seem redundant. However, carefully examining the criteria relative to com-
petitive advantage can prove very useful to a better understanding of one’s opportunity. 

A very important competitive advantage criterion is barriers to entry. As the name 
implies, these are obstacles that make it diffcult for new ventures to enter a market. This 
acts as an advantage for those ventures that have already entered the same market; the 
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higher the barriers to entry, the longer the venture already in the market has to capture 
market share before competition emerges. This is why being “frst to market” is a highly 
sought-after position among ventures serving a given customer segment. This suggests, of 
course, that the early entrants to a market have the ability both to overcome existing mar-
ket barriers and to use those barriers as a weapon, of sorts, to thwart competition. 

Robinson ( 2006 ) identifes fve types of barriers to entry that have relevance to both 
business and social entrepreneurship: economic, social, institutional, formal (public), and 
cultural. Economic barriers to entry usually involve not having access to resources that can 
build a company up to a place where it can thwart the competition. Such barriers might 
include not having access to certain intellectual property (e.g., patented technology), suf-
f cient f nancial capital, or specialized equipment, and so forth. 

Social barriers to entry prevent an entrepreneur from having access to social networks 
in the market that are crucial to success. In particular, these include such resources as labor 
markets, civic organizations, business organizations, political networks, and other business 
owners ( Robinson, 2006 , p. 101). 

Barriers to entry that are institutional in nature involve not having access to knowledge 
about the norms, rules, and values of the community in which business is to be done. This 
precludes necessary relationships between the business entering the market and public 
and private actors in the community ( Robinson, 2006 ). 

Formal barriers to entry are those that involve the lack of formal institutions for gover-
nance, legal interactions, market interactions, and fnancial capital provision in the context 
that the company is trying to enter ( Robinson, 2006 , p. 103). Most developed countries 
have these institutions in place; however, many developing countries do not. 

While formal barriers to entry are created by a lack of formalized institutions, cultural 
barriers are characterized by informal institutions in the context to be entered that pres-
ent obstacles to the entrepreneur. These include cultural norms, such as dress, etiquette, 
legends, superstitions, and language and slang, that affect the ability to establish trust 
( Robinson, 2006 , p. 103). These things must be learned and understood if the entrepre-
neur is to successfully enter the market—something that is extremely diff cult. 

Prospective social entrepreneurs should research the barriers to entry in their proposed 
opportunity’s market. What are these barriers? What is the entrepreneur’s capability for 
overcoming them? Information for this analysis can be derived from sources that cover 
the market and context in which the entrepreneur would be operating. If, for example, 
the idea being assessed involves creating an organization that facilitates the adoption of 
orphaned children in Nepal by parents from other countries, the would-be social entre-
preneur must understand Nepalese adoption laws, cultural norms regarding orphaned 
children and adoption, the language of the country, international laws regarding adoption, 
the human capital (skill sets) required to operate such an organization, physical facilities 
required, and many other barriers to entering this market. The social entrepreneur must 
then attempt to realistically determine whether or not she or he can overcome these bar-
riers and establish a venture in this market. 

As is discussed in the subsection “Market Potential” (pp. 51–52), social entrepreneurs 
are not typically engaged in direct competition for market share. In fact, competition in 
this world is more often for resources. Because of this, successful social entrepreneurs are 
more likely to collaborate to compete by sharing resources. Therefore, competitive advan-
tage might be thought of, at least in part, as the ability of the social venture to attract and 
build strategic partnerships. Prospective social entrepreneurs should ask themselves what 
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the likelihood of developing partnerships and alliances in their market is. If alliance build-
ing is likely, that bodes well for their competitive advantage. 

Social entrepreneurs’ ability to compete also will be affected by the amount of con-
trol over costs they have, including control over costs, prices, and distribution channels 
( Bygrave & Zacharakis, 2004 ). The more control the better, because that allows them to 
make favorable deals with their suppliers and raise or reduce their prices as necessary. 
However, many social entrepreneurs are limited in their control. For those whose custom-
ers are low-income, pricing options are limited, which means that they must rely heavily 
on subsidy to cover their costs. This puts them in direct competition with those seeking 
the same kind of philanthropic investment. Those who operate in a market with a dom-
inant competitor may be at a disadvantage in developing favorable supplier relationships 
equivalent to those of the major competitor, resulting in higher relative costs. This factor 
of competitive advantage is closely linked to that of prospective partnerships or alliances 
noted above. For many social ventures, being able to maximize their control over costs and 
prices is a function of their ability to develop strong networks with suppliers and other 
social ventures. 

Because competition in social entrepreneurship is often over resources, the ability of 
the social venture’s mission to attract investors, suppliers, and customers is very important. 
A mission that is highly compelling can be a powerful competitive advantage. Memorial 
Sloan-Kettering Cancer Center in New York City is a large nonproft cancer research hos-
pital. It has been very successful in its ability to attract donors, partners, and customers 
because of its mission aimed at cancer research and treatment, a social issue that touches 
the lives of millions of people around the world. 

In the case of for-proft social ventures, competition is most likely to be for customers. 
Newman’s Own, Inc., a food distribution company founded by the late actor Paul New-
man that gives all of its after-tax profts to charity, is a good example. Newman’s Own 
makes a concerted effort to let its customers know that when they purchase one of its 
products, they are making a contribution to charity in addition to acquiring a high-quality 
food item. This allows Newman’s Own to compete effectively in a crowded and challeng-
ing market ( Wei-Skillern et al., 2007 ). 

The ability to effectively articulate and communicate the social venture’s mission to the 
other players in its market—customers, investors, suppliers, partners—is crucial to success 
in that market. This can be done by crafting a clear and compelling mission statement. We 
will discuss this later in this chapter. 

The fnal factor in determining the competitive advantage potential of an opportu-
nity is the management team of the social venture. A strong team that represents the 
complete skill set necessary to effectively operate the venture can be a decided competi-
tive advantage. Lichtenstein and Lyons ( 2001 ) describe the skills necessary for successful 
entrepreneurship as lying within four dimensions: technical, managerial, entrepreneurial, 
and personal maturity skills. Technical skills are those needed to effectively operate in 
a given industry. For example, social entrepreneurs who provide affordable housing to 
low-income households must possess skills in real estate development and law, building 
construction, fnance, and other relevant areas. Managerial skills permit the daily opera-
tion of the venture on a successful basis: administrative, management, bookkeeping, mar-
keting, and related skills. Entrepreneurial skills include those addressed in this text: the 
ability to recognize and act on opportunities, bootstrapping, and risk management skills, 
among others. Personal maturity includes such skills as the ability and willingness to take 
responsibility, self-awareness, the management of emotions, and creativity. A competitive 
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management team will embody all of these skills. While no individual is likely to possess 
all of them, the individuals on the team each will bring some of them and, in so doing, 
complement each other. 

Sustainability Potential 

Starting a social venture is of little use if it cannot be sustained over time. Therefore, an 
idea is not an opportunity unless its fnancial sustainability is likely. There are fve factors 
that can be assessed to determine an idea’s sustainability potential. 

The proposed venture’s capacity is an important consideration regarding its sustainabil-
ity. Capacity refers to the physical resources necessary to operate the venture over time. 
Physical resources might include facilities, equipment, inventory, and the like, depending 
on the industry in which the venture is operating ( Dees et al., 2001 ). The question here 
is whether or not these resources are suffcient for starting and maintaining the venture. 
Answering this question will require the prospective social entrepreneur to think through 
the activities necessary to accomplishing her or his mission and the physical resources 
required to carry out each activity ( Dees et al., 2001 ). 

Another important factor in determining sustainability potential is venture capability, 
which represents the combined skills of the entrepreneurial team, the staff, and the board 
of directors and/or board of advisors. Does the entire organization have a suffcient skill set 
to start and maintain itself over time? In a similar way to the assessment of capacity, the 
would-be social entrepreneur must ascertain the activities necessary to launching and main-
taining the venture and link those to the skills required to carry out those activities. 

Just as it was important to assessing market potential, investor interest is a useful indi-
cator of sustainability potential. It is one factor in the fnancial sustainability of the pro-
posed venture. There must be suffcient evidence of philanthropic, governmental, and/or 
private-sector fnancial interest if the venture is to be sustainable. The fndings of the 
assessment of investor interest relative to an investor market for the venture can be applied 
here, with a shift of focus from merely ascertaining whether potential investors exist to 
estimating how much they might be expected to invest. This can be determined by look-
ing at what a particular prospective investor has put into similar efforts in the past. This 
information can be gathered from a variety of sources including foundation and corporate 
giving directories, the  Federal Register, and the websites of social venture philanthropic 
organizations. 

An increasingly important indicator of the fnancial sustainability of an opportunity is 
its ability to generate earned income, a phenomenon that is frequently referred to as “social 
enterprise.” This is an issue for both for-proft and nonproft social ventures. Obviously, 
for-profts must have an opportunity that produces earned income through sales or they do 
not have a viable business model. For these social ventures, assessing fnancial sustainability 
using this factor is a matter of determining whether or not there is an adequate market that 
is willing to pay for their product or service to the extent that they can cover their costs and 
generate a proft. This is no different than for a commercial business. 

For a nonproft social venture, however, the issues are slightly different. Nonprofts can 
draw upon both philanthropic fnancing sources, and earned income. Traditionally, these 
kinds of social ventures have relied heavily on the former, rarely or never drawing upon the 
latter. As philanthropic dollars have become harder to come by, a clear shift is under way 
toward the pursuit of earned income by nonprofts.This is becoming viewed as a necessity. 
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Nevertheless, earned income strategies represent uncharted waters for most nonprofts, 
with considerable concern about the impact of these activities on the tax-exempt status 
of these ventures. This latter issue will be discussed in more detail in  Chapter 6 . 

Suffce it to say that generating earned income has become an important sustainability 
issue for all social ventures, be they for-proft or nonproft. If a social venture cannot gen-
erate at least some earned income, its likelihood of survival is greatly reduced. Prospective 
nonproft social entrepreneurs, in particular, now need to give serious thought to how they 
might generate earned income through fees and/or the sale of goods and services before 
they try to launch their ventures. Some of these social entrepreneurs are now creating 
hybrid organizations—part for-proft, part nonproft—to address this issue (see  Chapter 6 
for a discussion of this option). 

A crucial factor in sustainability potential, just as it was in competitive advantage poten-
tial, is having a compelling mission. The more compelling a social venture’s mission, the 
more likely it is that it will be able to attract fnancial investment for start-up and ongoing 
maintenance as well as for growth. 

Overall Potential 

Once the factors within each major assessment category of the Social Opportunity Assess-
ment Tool have been researched and evaluated, an overall assessment of that category can 
be made on a high–medium–low scale. Then, a composite assessment can be made for the 
idea under scrutiny. If the idea has a “high” composite rating, it is likely to be a true oppor-
tunity and worth pursuing. If it is scored as having “medium” potential, it may be worth 
further consideration and, with modifcation, may yet be a viable opportunity. A “low” 
score suggests that the prospective social entrepreneur should seriously consider moving 
on to another idea. However, it does not necessarily preclude major modifcation to the 
original idea that may improve its potential. 

Of course, all of this is merely suggestive. There are many examples of ideas for social 
change that have been successfully pursued in spite of their perceived low potential for 
success. The entrepreneur’s motivation and relentlessness can carry a social venture a long 
way. Because the development of a social venture is an organic process, making adjust-
ments along the way to counter arising obstacles is entirely possible. Nevertheless, think-
ing through a social idea before running with it does no harm and may prevent the waste 
of valuable time and resources. 

FROM OPPORTUNITY TO MISSION 

As was noted earlier in this chapter, existing social ventures already have a mission and will 
assess arising opportunities in light of this mission, in part. However, new, start-up social 
ventures need an initial opportunity with which to work before they can understand what 
their mission is. For them, the opportunity recognition process, just described, comes frst 
and the clarifcation of a mission and development of a mission statement follows. 

For those start-up social ventures that have undertaken the opportunity assessment 
process and have a viable opportunity with which to work, the next step is to begin the 
process of building a venture that will serve as the vehicle for the pursuit of that social 
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opportunity. An important piece of this venture-building process is the identif cation of a 
mission for that venture. Johnston ( 2001 , p. 20) defnes mission as “why we do what we 
do, a reason for being, purpose.” 

It is important that a social venture should have a very clearly articulated mission 
because that is what attracts customers, investors, suppliers, partners, and community sup-
porters to the venture.The written expression of the mission is called a mission statement. 
There are two competing schools of thought about the nature of a mission statement. One 
calls for a short, concise statement of purpose. This stems from the thinking of the late 
management guru Peter Drucker. A good example of such a mission statement is that of 
the social venture Common Ground, whose statement simply reads, “To end homeless-
ness.” The other school of thought holds that mission statements should be longer and 
convey a complete message about the venture’s purpose, often including bullet points 
offering detailed information on the various activities of the venture. The mission state-
ment of the French Broad Food Co-op (located in North Carolina) epitomizes this model 
and reads as follows: 

We are dedicated to serving our members and the Western North Carolina 
community by providing high quality natural foods and personal care products 
through a mutually benef cial exchange. 

We support consumption of healthful and organic foods grown or produced 
locally with ecological and social responsibility. 

We encourage informed choice and consumer empowerment, with an 
emphasis on education and customer assistance. 

We are committed to use our profts to strengthen and improve the Co-op 
community, and to provide a livable wage to our employees. 

We pledge to maintain a pleasant environment that fosters goodwill, coop-
eration and participation. 

No matter what approach to writing a mission statement is used, having such a statement 
for a social venture is essential. Not only can a compelling mission statement attract cus-
tomers and resources, but it can act as a guiding light for the social entrepreneur as well. 
It keeps the focus on the venture and what it exists to do. As new potential opportunities 
arise, it must be asked, “Is this opportunity in keeping with our mission?” When potential 
partnerships present themselves, the appropriate frst question is, “Will entering into this 
partnership further our mission?” While having a mission can be valuable to commercial 
ventures, the mission drives everything in a social venture. The mission will be discussed 
in the context of strategic planning in  Chapter 5 . 

Case Study 3.1 

The Case of the Clubhouse Network 

The mission of the Clubhouse Network is to provide “a creative and safe out-of-school learn-
ing environment where young people from underserved communities work with adult mentors to 
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explore their own ideas, develop skills, and build confdence in themselves through the use of tech-
nology” (The Clubhouse Network, 2019a). From humble beginnings in a space in the Computer 
Museum in Boston, which is now part of the Museum of Science, it has grown to include over 100 
locations in nineteen countries, which serve a total of over 25,000 youth per year (The Clubhouse 
Network, 2019b). 

The Clubhouse Network was co-founded in 1993 by Natalie Rusk of the Computer Museum 
and Mitchel Resnick of the MIT Media Lab (Garr, 1998). Their idea had two major sources (Garr, 
1998; Resnick, Rusk, & Cooke, 1998): (1) an interactive exhibit at the museum that allowed for 
computer-controlled manipulation of LEGO blocks, which was wildly popular with children; and 
(2) a concern that disadvantaged urban youth have less access to computers than their suburban 
counterparts because most do not have a computer at home and because inner-city public schools 
are under-resourced. 

Rusk and Resnick wanted to harness the creativity of the children who visited the museum 
exhibit on an ongoing basis, while addressing the special needs of urban youth for computer lit-
eracy. To accomplish this, they set aside a room in the Computer Museum that was well equipped 
with hardware and software. Unlike most computer labs for children, however, The Clubhouse 
Network chose not to install software that only permitted its users to work with programs designed 
by others. Instead, it installed programming software that allowed participating youth to design 
their own applications. This decision was a conscious one that is very much in keeping with the 
learning philosophy adopted by the Clubhouse (Garr, 1998; Resnick et al., 1998). 

This learning philosophy is based on the concept that Clubhouse founders call “technology 
fuency.” It holds that learning to be fuent in the use of technology is similar to learning how to 
become fuent in a language. Fluency does not come from rote memorization or formal classroom 
learning. It is developed by immersing oneself in the culture in which the language is spoken. Thus, 
the Clubhouse aims to immerse youth in the culture of computer use by bringing them together 
with adult mentors to engage in creative processes that involve the use of computer hardware and 
software (Resnick et al., 1998). 

This broad philosophy has been translated into four learning principles that comprise the Club-
house’s learning model (Resnick et al., 1998; The Clubhouse Network, 2019c): 

1. Focus on a learning experience that features learning through creating and designing, not 
passive, hands-off of knowledge. 

2. Let youth work on projects that are of personal interest to them, which will cause them to truly 
immerse themselves in those projects. 

3. Create a diverse learning community that includes individuals of different ages, gender, 
cultures, and experiences in which the technology can be mastered in a collaborative way. 

4. Foster trust and respect among the members of the community, which enables creativity and 
innovation in a safe environment. 

These principles are refected in the organization’s tagline (“Where technology meets imagina-
tion”) and in the programs that the Clubhouse Network offers to the youth it serves. The Club-
house-to-College/Career (C2C) and C2C Pathways to Success programs aim to help Clubhouse 
Network youth develop marketable skills through the use of equipment and software that are also 
used in the professional world. The goals of the C2C program include developing profciency in 
using these tools, engendering a love for learning and scholarship, placing motivated participants 
in college, preparing youth for placement in technology-related jobs, and stimulating interest in 
careers in technology felds (The Clubhouse Network, 2019d; 2019e). 

The programs engage their participating youth in a variety of activities. These include college 
visits, feld trips to local technology companies, visits from technology-related professionals, intern-
ships, shadowing experiences with technology professionals, and career development workshops 
(The Clubhouse Network, 2019d; 2019e). 
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Between 2011 and 2014, Best Buy helped to launch eight Best Buy Teen Tech Centers. In 2013, 
Intel, the MIT Media Lab, and the Clubhouse Network collaborated to create a program called 
Making@Clubhouse. The purpose of this program is to provide Clubhouse youth with the opportunity 
to engage in technology-based innovation in a DIY environment (The Clubhouse Network, 2019f). 

The Clubhouse holds an annual event called the Global RE@CH Media Festival. As its name 
implies, the festival attempts to engage youth from around the world by providing them with a plat-
form to share their ideas regarding issues of interest to them through various media. Participation 
teaches critical thinking, creative, and technical skills. The event includes a global competition, 
where entries in ten categories compete for prizes. The categories are animation, audio perspec-
tive, cell phone video, Clubhouse Collaboration, graphic design, music video, narrative video, 
photography, public service announcement (PSA), and scratch. There is both a judges’ and an 
audience’s award winner in each category (The Clubhouse Network, 2019g). 

In addition, the Clubhouse holds a biennial conference known as the Teen Summit. It brings 
together youth from all of the clubhouses around the world for a week during the summer. The 
event includes collaborative activities that highlight cross-cultural challenges and solutions, a 
career and college fair, and many other events. For example, the 2018 Teen Summit was held at 
Boston University from July 31 to August 5, with a theme of “Stand Up, Speak Out, Change the 
World” (The Clubhouse Network, 2019h). 

As the Clubhouse’s reputation has grown, it has received numerous inquiries from other orga-
nizations about how the disadvantaged youth they serve can beneft from Clubhouse practices 
and programs. In response, a new initiative was launched called the Catalyst Initiative. It brings 
some of the Clubhouse’s approaches to libraries, schools, and similar institutions and programs 
(The Clubhouse Network, 2019i). 

The management team of The Clubhouse Network has an impressive combined résumé. There 
is an Executive Director, an Assistant Director, an Offce Manager, a Development Director, six 
Program Managers, a Community Liaison, a Technology Manager, a Program Coordinator, and 
a Marketing & Communications Manager. Their skills are in such felds as organization manage-
ment, strategic planning & management, youth outreach and development, early childhood devel-
opment, entrepreneurship, music production, social justice, women’s studies, computer science, 
flm & media art, graphic design, and psychology (The Clubhouse Network, 2019j). 

As the Clubhouse Network has grown, it has continued to attract major funding support. In the 
beginning, support came from the founding institutions––the Boston Computer Museum and the 
MIT Media Lab. In 2000, Intel became a sponsor. That same year, Adobe Systems, Autodesk, 
Macromedia, Hewlett-Packard, LEGO Systems, and Haworth Furniture, Inc. came on board as 
sponsors. Since that time, Best Buy, BNY Mellon, Bose, Boston Scientifc, Corel, East Boston Sav-
ings Bank, Harmony Line, Institute of Museum and Library Science, Liberty Mutual Insurance, Mass 
Cultural Council, Microsoft, the National Science Foundation, Red Thread, Robot, Sorint.lab, and 
Staples have all supported the Clubhouse’s efforts (The Clubhouse Network, 2019k). 

In 2015, the Clubhouse Network received a three-year, $1 million grant from the U.S. Depart-
ment of Justice to increase the participation of adult mentors. The Department of Justice made a 
second grant to the Clubhouse of $2 million for the same purpose in 2017 (The Clubhouse Net-
work, 2019f). 

THOUGHT QUESTIONS 

1 Was the original idea underlying the Clubhouse Network a Type A, Type B, or Type C 
idea? Explain. 

2 Are the programs adopted over the years by the Clubhouse Network in alignment 
with this social venture’s mission? Why or why not? 
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3 Clearly, the opportunity pursued by the founders of the Clubhouse Network was a 
viable one. In hindsight, assess the original idea’s social value, market, competitive 
advantage, sustainability, and overall potential. 

4 What is it about this opportunity that has permitted it to grow from a single site to a 
global network? 

VOICES FROM THE FIELD 

Allison Lynch, Founder, New York Women’s Social 
Entrepreneurship (NYWSE) Incubator 

Allison Lynch had a long-time interest in social entrepreneurship and had on several occa-
sions sought to start her own social venture. Yet, she could never seem to quite get to the 
point of actually launching one. She holds an MBA and is an otherwise self-assured person, 
so, what was holding her back? She puzzled over this situation and came to the conclusion 
that she felt alone, lacking in the support she needed to undertake this kind of endeavor. 
In her own words: 

I had previously been interested in starting several socially oriented enterprises 
(including leaving a job to investigate such a possibility), but had not taken the 
fnal plunge. I wondered why I was hesitating. Was it a lack of gumption? Were 
the ideas not compelling enough to move me to undertake them fully? Was 
there another factor? Ultimately, I felt that perhaps the reason was because 
I felt isolated and lacking connections to information, capital/fundraising 
sources, legal/tax support, and was uncertain about how I could survive fnan-
cially in a start-up phase. I also realized that most of my colleagues in graduate 
business classes were men; I didn’t know any women who had started their own 
social ventures. And I thought—maybe launching a social enterprise could be a 
better experience for women like me. 

These observations led Lynch to her idea: an incubator for women social entrepreneurs. 
This incubator would empower women to launch social ventures by providing them with 
knowledge and skills and a support structure within which to work. She pitched the idea 
to Natalia Oberti Noguera, who leads New York Women Social Entrepreneurs (NYWSE), 
which is a community of several hundred socially entrepreneurial women in New York 
City. Noguera liked Lynch’s idea and proposed that it be set up as a pilot program under 
the auspices of NYWSE. Within four months the NYWSE Incubator was born, in January 
2009. Allison Lynch had her own social venture and a support structure for launching and 
building it. Now she could turn her attention to helping other women who found them-
selves in the same position she had been in before she talked to Noguera. 

The NYWSE Incubator’s frst “class” of social entrepreneurs consisted of six women 
pursuing opportunities ranging from helping obese women in New York City to lose and 
keep off weight to providing enhanced educational opportunities for women in India. The 
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six were chosen from a pool of approximately twenty applicants by a panel assembled by 
Lynch that was tasked with assessing each applicant relative to such criteria as the quality 
of the opportunity, the entrepreneur’s background and projected capability to successfully 
pursue the opportunity, potential social impact, and so forth. 

Each of these social entrepreneurs was matched with a leading female mentor in their 
feld and with a female student apprentice, or “junior partner.” This group of three made 
up the enterprise team for that social venture. This multigenerational approach provides 
the social entrepreneur with opportunities to mentor and be mentored. It also affords 
stable, long-term support in an encouraging and safe environment as the entrepreneur 
pursues her goals. 

The Incubator also provided clients with technical training in business and in social 
entrepreneurship. This training was provided by three partners with whom Lynch devel-
oped a relationship: Baruch College’s Lawrence N. Field Center for Entrepreneurship 
and its Small Business Development Center (SBDC); Angela Jia Kim, co-founder of 
Savor the Success, an online women’s entrepreneurship network and successful entrepre-
neur; and Geri Stengel, adjunct professor of social entrepreneurship at the New School 
of Social Research, co-founder of the Women’s Leadership Exchange, and a successful 
entrepreneur. 

Baruch College provided training in topics such as social enterprise business models, 
organizational structure (nonproft, for-proft, hybrid), opportunity assessment, social 
value proposition, marketing and market research, fnancing and funding, operations plan-
ning, fnancial statements, impact and scalability, evaluation, key personnel and responsi-
bilities, and assembling advisory boards and boards of directors. Kim provided Savor the 
Success training. Stengel conducted training in marketing-related topics. 

Because these partnerships permitted a volunteer-based program and because the Incu-
bator was launched as a pilot, start-up costs were exceptionally low. This made it possi-
ble for the NYWSE Incubator to charge a symbolic participation fee of only $150 per 
entrepreneur. 

The outputs and outcomes of the Incubator’s pilot year are impressive. The services of 
the six social ventures benefted sixty-eight new individuals. Twenty-one new organiza-
tions had entered into partnerships with these ventures. A total investment of $15,000 in 
these ventures had yielded $55,000 in new funding. The participating social ventures had 
completed business plans, assembled boards of directors, and attracted new paid staff, vol-
unteers, and partners. Two of the client ventures had created frst demonstration websites 
for their Internet-based activities. Allison Lynch expects that these initial successes will 
multiply over time. 

When Lynch refects on her idea to create an incubator for women social entrepreneurs, 
she attributes it to her personal experience, her recognition that there were other women 
who shared that experience, and the support of Natalia Oberti Noguera and the NYWSE. 
As for Lynch’s assessment of the idea as an opportunity, she acknowledges that it was 
more informal than formal. As she puts it: 

The decision to launch the Incubator came primarily from gut instinct—a strong 
belief in the need and impact of a women’s social entrepreneurship incubator; 
an impulse of excitement; a trust in my own instincts; and my observations of 
the dynamics in the target community of women. 
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Thus, she knew that there was social value to be added in this arena and that a market 
existed. Through her contacts she knew that nothing like this was being done elsewhere in 
New York City. At least in the pilot year, fnancial sustainability was not really an issue. So, 
in effect, she conducted an opportunity assessment in her head, if not on paper. A strong 
belief in the “rightness” of the cause and motivation to right the “wrong” should not be 
discounted, however. 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 The protocols for assessing ideas as opportunities discussed in this chapter follow 
a linear, mechanistic approach to problem solving favored by Western societies. In 
essence, they assume that ideas  exist in the entrepreneur’s environment and must be 
found. An emerging competing school of thought holds that entrepreneurs  create ideas 
from the relationships, resources, and experiences resident in their environments— 
a more organic approach. In your opinion, which of these schools of thought better 
describes reality, and why? 

2 Which opportunity recognition tool discussed in this chapter resonates most for you, 
and why? 

3 If you were to guess, what percentage of social entrepreneurs engage in formal assess-
ment of their ideas as compared with those who do so informally? Explain your rea-
soning. What are the advantages of each approach? What are the disadvantages? 

4 What is the relationship between the social value proposition of a social venture and 
its mission? 
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Chapter 4 

Designing and Modeling 
a Social Venture 

AiM/PurPOSe 

This chapter provides an overview of the design thinking framework and process as well as the 
lean start-up method in relationship to traditional business planning. It highlights the key charac-
teristics and strategies of design thinking along with the tools of the lean start-up approach, with 
a specific focus on the business model canvas. It also examines how two start-ups (Kinvolved and 
Farmerline) applied the lean start-up approach to their current ventures. 

LeArNiNg OBJeCTiVeS OF THiS CHAPTer 

1. To understand the design thinking process and ways you can use such a process to begin the 
launch of the social venture journey. 

2. To learn about the key elements of the lean start-up approach compared to traditional busi-
ness planning. 

3. To understand the lean start-up process and construct a business model canvas and/or lean 
canvas to develop your venture’s hypotheses. 

4. To provide examples of entrepreneurs in the field using the lean start-up method to under-
stand their customers and inform their long-term strategy and business plan. 

STArTiNg WiTH DeSigN THiNKiNg 

The goal of all successful entrepreneurs is to identify and deliver opportunities that are suc-
cessful, fnancially sustainable, and have an impact on the customers and communities they 
serve.A starting framework to help you achieve this goal and to guide your problem solving 
in response to society’s ill-defned, persistent, and complex problems is design thinking. It 
is a “human-centered, creative, iterative, and practical approach to fnding the best ideas 
and ultimate solutions” (Brown, 2008, p. 92). With the contemporary view that students 
must be capable of solving problems in unstable conditions, with inadequate data and with 
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unpredictable outcomes, design thinking is being adapted and integrated into social entre-
preneurship programs. As Erichsen and Christensen (2013) and Sarasvathy (2008) have 
noted, all types of entrepreneurs discover and exploit opportunities through a process of 
effectuation, relying on design principles of experimentation and revision. Previous work 
has shown how design thinking helps social entrepreneurship students propose holistic 
solutions and innovative approaches to existing problems and measure the impact and 
sustainability of solutions (Kickul et al., 2018). The process enables students to be more 
effective at disruptive innovation in response to society and market needs. 

THe DeSigN THiNKiNg PrOCeSS 

The Design Thinking Framework utilized in this chapter is derived from Stanford Uni-
versity’s d.school. Key questions guide the designer, who is the entrepreneur or innovator, 
through a process comprised of f ve stages: 

Stage 1 is  Empathize: through observation and questioning of users and customers, and 
digging deeply into the problem or challenge to better understand the persona for 
whom one is attempting to design a solution. 

Stage 2 is  Def ne: in which sense-making occurs and all the information gathered 
during Stage 1 is analyzed to identify and def ne the problem as accurately as possible. 

Stage 3 is  Ideation: through creative thinking alternative ideas and potential solutions are 
generated. 

Stage 4 is  Prototyping: prototyping of one or more potential solutions takes place. 
Stage 5 is  Testing: these prototypes are tested within the markets and communities for 

whom they are intended. 

Table 4.1 summarizes these stages along with many of the features and characteristics 
associated with each stage. 

Table 4.1 
Design Thinking Process 

Process Description 

eMPATHiZe Observation and questioning of users 
Understanding the persona 
Gaining feedback 

DeFiNe Sense-making of information, accepting complexity and ambiguity 
Problem-framing: identify the problem accurately 

iDeATe Generate ideas and alternatives through creative thinking 
Open communication and collaboration, share diverse perspectives 

PrOTOTYPe Experiment and produce a solution 
Provide a concrete experience 

TeST Test the prototype(s) and collect user feedback 
Iterate through above stages as needed 
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Additionally, Carlgren et al. (2016) proposed fve principles that are the founda-
tion of design thinking: (1)  user focus (empathy with the user, testing initial ideas and 
gaining feedback); (2)  problem framing (accepting ambiguity and unexpected events); 
(3)  experimentation (producing prototypes quickly and gaining feedback); (4)  visualization 
(providing a concrete experience, externalizing knowledge); and (5)  diversity (developing 
diverse teams to promote openness and creative collaboration). This recent work suggests 
an attempt to reach consensus on the core attributes and characteristics of the design 
thinking process (Schumacher & Mayer, 2018). 

Design thinking facilitates user-centric innovation through iterative and cooperative 
management practices, combining anthropological and qualitative social science research 
with problem-solving approaches used by designers (Carlgren, 2013). Design thinking 
methods can enable social entrepreneurs to test how a venture creates, delivers, and cap-
tures value, allowing for experimentation and continuous improvement . 

WHere TO STArT?: PrACTiCAL STrATegieS 
TO STArT DeSigN THiNKiNg 

Integrating design thinking in the initial stages of starting a social venture can be done 
using the following questions and activities: 

1 Identify a problem or challenge and discuss your own experiences with it and what you 
have learned from research with your team. Remember these are your ideas to start, 
but assume those are not always shared by users and customers. This is the fallacy of 
the universal problem: if I (or my team) identify a problem, it naturally must be shared 
by many others who would defne it similarly. The tendency is to skip or move quickly 
through the next steps and jump to the solution-fnding phase of the process. 

2 Who are the users you want to observe and learn from, who have this problem or 
challenge? Are there extreme users here that you can identify? It may be common 
for you to put together a set of questions, often really good, probing questions about 
the problem or challenge, and then pose them to other class members or students/ 
friends you know in other courses or in dorms, etc. Additionally, observing is not the 
same as questioning users. Valuable observations come from watching people struggle 
with a problem or try to use an existing product or service that isn’t working very 
well. Develop a set of questions that can guide this observation. After you have asked 
questions of the users and observed their behaviors around the challenge, draw up the 
persona of the user(s) for whom you are designing your solution. 

3 Based on the needs of the persona and information gathered in question 2, begin to 
generate alternative ideas and solutions that meet these needs. It can be tempting to 
restrict ideation to a short period of time, or to accept the frst idea that seems good 
enough. We encourage you to ask, “What good idea didn’t we think of, because we 
stopped with this one?” It can be helpful to come up with 5 or 10 ideas, not just one, 
and to build on those ideas in search of ones that are a good f t. 

4 Mock up a prototype of your solution. This can be drawn, created with supplies, or 
depicted in any creative way using your available resources. Prototypes should refect 
the solution to user problems; yet, sometimes they seem to focus on the designer’s 
preferences and resources, such as technological capabilities and innovations, deviat-
ing from the solution’s ultimate value. Try to keep the user’s problem front and center. 
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5 Gather feedback on your prototype through preliminary testing with users. This 
feedback will be useful as you iterate through some of the above steps and improve 
your solution. 

THe LeAN STArT-uP MeTHOD TO BuiLD 
YOur SOCiAL VeNTure MODeL 

Once you have gone through the design thinking process, built a prototype, and gathered 
feedback, it is time to think about the business model that will enable you to further 
design and develop a viable and feasible social venture. An increasingly popular approach 
to achieving this goal is the “lean start-up” approach. 

The lean start-up phenomenon has gone global and is at the heart of a revolution not 
only in the realm of business start-up but also new product development and innovation 
(Blank, 2013). The key to the lean start-up model (and most business modeling tools) is 
vigorous, ruthless, continuous questioning of the venture’s most cherished assumptions 
(Ries, 2011). Absent very strong market forces, it falls to the social entrepreneur, for-proft 
or non-proft, to keep testing and re-testing what lies beneath their value propositions—if 
they wish to continue identifying and delivering great value to their stakeholders. 

At the beginning of a discussion of the lean start-up model, it is important to clarify 
what is meant by the term “business model.” Business models are the “recipes” for how a 
venture becomes sustainable economically. They typically have three critical components:

 1 Value identifcation—identifying genuine value desired by customers and/or other 
stakeholders, from their perspective and not that of the entrepreneur. 

2 Value delivery—fguring out how to deliver that value, once identifed, to intended 
recipients. 

3 Value capture—if signifcant value is identifed and delivered, rents accrue to the ven-
ture and other stakeholders (i.e., who gets paid and how?). The venture’s revenue 
model is usually at the heart of this. 

A successful venture needs to develop all three, almost always iteratively through exper-
imentation. The interplay of the three is most likely to evolve, making this a seemingly 
complex process. Also note that fnancial and environmental “sustainability” is easily 
extended to many types of ventures (for proft and non-proft) and makes the process 
still more complex on the surface but actually offers increased opportunities to design a 
viable venture. 

Entrepreneurship is at the leading edge of teaching, practice, and research in business 
modeling. These innovative lean start-up tools are practically essential for identifying and 
validating business opportunities. We expect that this is just the start of developing an 
even more comprehensive “entrepreneurial” toolkit to promote innovation and to help you 
start your own venture. However, many aspiring entrepreneurs are thus far surprisingly 
under-informed about these tools, despite fast-growing interest. Many nascent student 
entrepreneurs are “winging it” and are hesitant to break away from current conventional 
business plans and strategic thinking. That said, the new focus on business models is not 
only popular, it seems to be a powerful strategy. 

Steve Blank’s new online (and free)  Lean Launchpad course (check out Udacity, specif-
ically  www.udacity.com/course/ep245 ) has already led to multiple successful sustainable 

https://www.udacity.com
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technology and customer-driven launches for entrepreneurs globally. In particular, the 
obsessive focus with creating value for stakeholders seems apt for all types of ventures. As 
social entrepreneurs look toward this phenomenon, it is clear that there are equally pow-
erful implications for them. However, it remains to be seen how those implications may 
differ. We next offer a quick overview of the key differences between traditional business 
planning and the lean start-up process. 

THe LeAN STArT-uP PrOCeSS VS. 
TrADiTiONAL BuSiNeSS PLANNiNg 

According to Steve Blank, “No business model survives the frst contact with customers.” 
The lean start-up approach asserts the idea that elaborate business plans are an ineffcient 
use of time during the start-up phase. First, lean start-ups use the  business model canvas1 

to defne their new venture with little emphasis on the formal business plan process. Sec-
ond, while traditional fnancial accounting was used as a baseline to assess venture value, 
metrics based on customer acquisition, churn rate ,2 and  viralness3 are more key indicators. 
Third, failure is expected and used to help the frm iterate and pivot (referring to a shift 
in strategy) their ideas to create value within the lean start-up process; whereas, failure in 
the traditional models means going out of business and ceasing implementation. Finally, 
lean start-ups iterate their ideas rapidly with the focus on good-enough data while the 
traditional process relies on measured, complete data, even before the building and testing 
of the venture’s prototype ( Blank, 2013 ). 

KeY eLeMeNTS OF THe LeAN STArT-uP 

The lean start-up is an approach coined by Eric Ries to build companies and launch prod-
ucts quicker. This method aims to be more in line with customer needs while eliminating 
long development times and large amounts of funding needed to launch a venture. Accord-
ing to Ries, the lean start-up method rests on fve key principles and three key elements. 

Key Principles 

1 Entrepreneurs are everywhere: Entrepreneurs can come from large established compa-
nies or a tiny garage. There is no prerequisite to start your own venture. 

2 Entrepreneurship is management: Think of a start-up as an institution that requires 
management specif cally geared to its context. 

3 Validated learning: Start-ups exist to learn how to build a sustainable business. This 
learning can be validated scientifcally by running experiments that allow us to test 
each element of our vision. 

4 Innovation accounting: To improve entrepreneurial outcomes, and to hold entrepre-
neurs accountable, we need to focus on how to measure progress, how to set up mile-
stones, how to prioritize work, specif c to the start-up context. 
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Build–measure–learn: The fundamental activity of a start-up is to turn ideas into prod-
ucts, measure how customers respond, and then learn whether to  pivot or  persevere .All 
successful start-up processes should be geared to accelerate that feedback loop. 

Key Tenets 

The lean start-up method addresses the problem that many companies spend months, if 
not years, building and perfecting robust products and services only to learn that custom-
ers want something different. Without customer feedback and input at critical points of 
development, start-ups risk missing key elements of what customers really want. 

Business Modeling 

The frst step of the lean start-up focuses on the search for the right business model by 
developing hypotheses. One of the fundamental tools of this approach is the business 
model canvas. The best way to build a great business model is to ruthlessly identify every 
possible assumption that underpins the model, drilling down as deeply as possible—then 
testing each assumption equally ruthlessly and rigorously. If the assumption passes muster, 
then proceed; if not, pivot. The business model will change dramatically (and swiftly), 
hence the business model itself is far less important than its evolution, as the entrepreneur 
works through each section/block of the business model canvas. For a full tutorial on how 
to use the business model canvas, see  http://theleanstartup.com/ . 

Agile Development 

When it comes to understanding the venture’s potential customers, lean start-ups adopt a 
“get out of the building” philosophy that enables the entrepreneur to test many of the core 
assumptions and hypotheses they have about their idea in the marketplace. 

Customer Development 4 

Customer development is completed almost entirely outside of the building, in front of 
customers, stakeholders, and partners as you test your hypotheses with a series of exper-
iments. These tests help you understand and refne who your customers are, what are 
the problems and potential solutions, and what specifc types of changes are needed to 
improve your product or service based on direct feedback. According to Steve Blank, the 
founder should be heavily involved in this process in order to change the core of your 
venture quickly if needed. 

Early on, entrepreneurs develop their  MVP , 5 or  minimum viable product. It builds 
on the reality that successful ventures launch “too early” (i.e., fail early, fail fast, learn 
even faster). By building an MVP, new ventures with their existing, and often lim-
ited, resources can test their product and/or service in the marketplace with potential 
customers, suppliers, and funders, and make iterative and incremental changes. Typi-
cally early adopters are the frst testers of your MVP. This type of “agile development” 
enables the start-up to pivot (adapt your business model) and create value for the 

http://theleanstartup.com/


 

  
 

 
 

  
   

 

 

 

 

 

 

 
 

 
  

 
 

    
 

     

 
     
     

    

     

     
     

 
    

 

70 Designing and Model ing a Social  Venture 

business and its customers that is further developed as the frm rolls out its business 
model canvas ( Blank, 2013 ). 

“The fundamental activity of a startup is to turn ideas into products, measure how 
customers respond, and then learn whether to pivot or persevere. All successful startup 
processes should be geared to accelerate that feedback loop” ( Ries, 2011 , p. 32). The 
build–measure–learn6 approach shortens product development cycles and builds products 
and services that directly meet customers’ needs by applying learning, experimentation 
and iterative product releases. 

THe BuSiNeSS MODeL CANVAS 

In today’s rapidly changing business environment, entrepreneurs are now turning to tools 
such as the business model canvas to cut down on elaborate planning without customer 
feedback. This alternative to a business plan, which Steve Blank ( 2013 , p. 62) refers to as 
“a document investors make you read that they don’t read,” is a visual representation of 
how a business works to create value. In this section, we will outline the traditional busi-
ness model canvas and an adaptation called the lean canvas. 

The Traditional Canvas 

The original business model canvas was developed by Alexander Osterwalder in 2008 to 
“make strategy, innovation, and entrepreneurship simple, practical and applicable.” The 
canvas is a tool for describing, analyzing, and designing business models (Osterwalder & 
Pigneur, 2010, p. 18). 

This simple-to-use tool can be described using nine basic building blocks. Mapping 
these elements out on a pre-structured canvas helps you map, discuss, and design your 
venture. 

 1 Customer Segments: You start with your customer segments that you want to create 
value for including paying customers and simple users. 

2 Value Propositions: For each customer segment, you have a specifc value proposition— 
which are the bundles of products and services that directly create value for your 
customers. 

3 Channels: Describe how you interact with your customers and deliver that value. 
4 Customer Relationships: What type of relationship are you developing with your 

customers? 
5 Revenue Streams: How and through which pricing mechanisms are you capturing 

value? 
6 Key Resources: What is the infrastructure that you are using to create, deliver, and 

capture value? Which assets are indispensable in your business model? 
7 Key Activities: What things do you really need to perform well? 
8 Key Partnerships: Who can help you leverage your business model? You won’t have all 

resources and be able to perform all activities yourself. 
9 Cost Structure: Once you understand the other elements of your business and its 

infrastructure, that will help inform the pricing and cost structure. 
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The Lean Canvas 

The lean canvas, developed by Ash Maurya in 2010, is an adaptation of the original busi-
ness model canvas with a more actionable focus (Figure 4.1). According to Maurya, “My 
approach to making the canvas actionable was capturing that which was most uncertain, 
or more accurately, that which was most risky” ( http://leanstack.com/why-lean-canvas/ , 
2012). Because time is our scarcest resource, the lean canvas recommends that you spend 
even less time developing the model and focus on empirical testing. The overarching 
purpose of the canvas is to take a snapshot of your current thinking in order to test and 
refne it. 

Many entrepreneurs have found this variation useful, particularly for social enterprises 
and/or nonprofts, who need to specifcally identify their problem statement, mission 
(solution), and key metrics. There are four boxes that are different in the lean canvas 
adaptation: 

1 Problem replaces Key Partners. 
2 Solution replaces Key Activities. 
3 Key Metrics replaces Key Resources. 
4 Unfair Advantage (competitive advantage) replaces Customer Relationships. 

The lean canvas (Figure 4.2) can be flled out in any order, but the recommended chronol-
ogy follows: 

1 Customer Segment: The customer segment box drives the rest of the canvas. First, 
you split the customer box into specifc customer segments. It is much easier to tar-
get customer attributes when you understand their nuances and preferences. Next, 
you pick the strongest customer segment to focus on for the canvas, while making 
sure to make the distinction between customers and users (customers pay and users 
do not). It is also useful to consider who the early adopters of your product might 
be. The order in which you fll out the Problem and Customer Segment boxes can 
be switched. 

2 Problem: Determine what the top three problems are that your product or service 
addresses. It is helpful to refne your list of problems by continuously drilling down to 
the root cause of the problem to ensure that you are targeting something specifc. You 
can also think about what the current possible alternatives are without your product 
and how do customers currently deal with this problem. 

3 Solution: This box helps you determine what your MVP is, which is the most basic 
solution that creates value for the customer. In this box, focus on the top three simple 
things that the MVP does. 

4 Unique Value Proposition (UVP):This section is considered the most diffcult because 
you should determine what makes your product or service stand out to customers. 
Maurya recommends crafting your UVP around the top problem and how the cus-
tomer can immediately understand how it creates value in the most concrete and 
specif c way possible. 

http://leanstack.com
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5 Revenue Streams: When determining your revenue streams, it is helpful to think 
about value-based pricing against existing alternatives. It is also useful to understand 
how the way you price your product determines what types of customers you want to 
attract. 

6 Channels: This box is the most risky section because you need to have access to your 
customers in order to gain any momentum. Think through what your immediate ver-
sus scalable channels are. 

7 Key Metrics: This section explains how you are measuring success in two ways. First, 
what key activity/action will you use to measure your value proposition? Second, 
how do you defne success and what do you need to achieve to make your product or 
venture worthwhile? 

8 Cost Structure: When developing your cost structure, outline your fxed and variable 
costs, key resources, and all other relevant start-up costs. It is useful to consider your 
breakeven point based on your pricing structure and how many customers you would 
need to be “successful” based on your key metrics. 

9 Unfair Advantage: This box is also called your competitive advantage and helps you 
identify how you would defend against competition. What is something about your 
product, service, or venture that cannot be easily copied or bought? 

Figure 4.2 The Lean Canvas 

Source: Lean Canvas is adapted from The Business Model Canvas (www.businessmodelgeneration.com) and is 
licensed under the Creative Commons Attribution-Share Alike 3.0 Un-ported License. 

https://www.businessmodelgeneration.com
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VOiCeS FrOM THe FieLD 

The Lean Start-up in Action with Kinvolved 

To gain a closer look at the lean start-up approach in action, we interviewed one of our 
entrepreneurial teams in New York University’s inaugural 2013 (NYU) Summer Launch-
pad Accelerator program about their venture, Kinvolved. Summer Launchpad is a ten-
week intensive program that supports start-up ventures through the notoriously diffcult 
stage of early development and provides them with resources, personalized instruction, 
guidance, and connections to increase the likelihood of their success. Participating teams 
are steeped in lean start-up principles using techniques for testing hypotheses, experi-
mentation, and iteration as they search for a commercially viable business model. The 
Kinvolved team’s responses to our questions follow. 

Q: What is Kinvolved? What customer problem does it solve? What success have you 
had so far? 
Kinvolved, a New York-based social venture, provides a hybrid model of technology and 
human capital to help schools better engage families to drive student impact. The com-
pany has developed an app to enable instant communication between schools and fami-
lies, complemented with intensive training and coaching to ensure the technology is used 
to inform interventions that drive measurable improvement in attendance, behavior, and 
academics for students. 

Kinvolved helps save teachers time communicating essential information to families 
about student progress by enabling instant one-to-one or mass text messaging. Through 
the app, school staff can collaboratively keep parent contact information updated. In the 
high-need communities in which Kinvolved’s customers exist, parents routinely change 
phone plans, and become unreachable. Kinvolved’s app can help (1) detect invalid num-
bers, and (2) enable educators and administrators to collaborate by consistently updating 
parent contact information shared by all users. Finally, Kinvolved goes above competitive 
products, by providing clients with the training and coaching they need to use the tech-
nology effectively and effciently, and to strategize communication that creates positive 
relationships with families, rather than continuing the status quo, which is often hostile 
relationships between the two parties. 

Research shows that parent engagement is the best way to keep students in school, but 53 percent 
of dropouts report that their schools never informed their families when they missed class, failed 
class, or even dropped out.7 Attendance is the top indicator of graduation, but more than 7.5m8 

students miss a month of school annually, and many parents don’t even know if their children have 
shown up to class (Figure 4.3). It is essential that schools have effective communications tools 
and the training and support to use these tools to drive outcomes. Kinvolved is starting by helping 
schools increase student attendance. 
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Since launching its first beta test in an NYC public elementary school in early 2013, Kinvolved 
has grown to work with more than 200 schools and youth programs serving high-need, urban 
communities nationwide, as of August 2015. To date, Kinvolved has proven results, including 
90 percent of teachers reporting better communication with families, 75 percent higher par-
ent attendance at school conferences, and a 12 percent increase in homework completion. 
In addition, the team and founders have won the Teach for America Social Innovation Award, 
Milken Penn GSE Grand Prize, Robin Hood College Success Prize, NYU Berkeley Center Social 
Innovation Competition, and University of Pennsylvania Policy Challenge. Co-founders Miriam 
Altman and Alexandra Meis were named in the 30 Under 30 most influential in Education by 
Forbes in 2015, the company has appeared in Forbes, Business Insider, on NPR’s Marketplace, 
Fox National News, PBS, and the co-founders have been named on the list of 30 Female SaaS 
Founders in NYC You Should Know. 

Q: How have you initially benef ted from learning the lean start-up process? 
Kinvolved has consistently interviewed customers and watched them use the apps to iden-
tify user challenges and identify new features that would improve their satisfaction with the 
product. We have developed a new role, titled Community Specialist, for which we hire 
individuals to work with our clients to gather and report feedback to our Product Team. Our 
Product Team develops our product roadmap, including prioritization of new features, based 
on the volume of feedback we gather from users about a specifc function list. This process 
enables the company to remain competitive and to retain our customer base. 

Q: Which lean start-up principles and methodologies have you already implemented in 
your business planning and strategy? 
Kinvolved relies on customer feedback to consistently innovate and improve its software 
program and three-part model according to consumer and user desires. Kinvolved’s cycle 
is: build the program, test it with users and consumers, then innovate and iterate based 
upon the feedback to continually develop the best program at the lowest cost by bypass-
ing development of features that consumers do not directly request. 

The Launchpad has allowed Kinvolved to consider and focus on the strongest value 
propositions, consider target customer segments, and develop a customer profle and the 
process of getting the program into the hands of customers and users in the simplest way 
possible. 

Q: What recommendations would you offer aspiring entrepreneurs based on what you 
have learned in starting Kinvolved ? 
Kinvolved has been successful because the team has built and deeply engaged with its 
strong networks to meet mentors, potential customers, and fellow entrepreneurs. Rela-
tionship building has been key to Kinvolved’s preliminary success, and sets Kinvolved 
apart from potential competitors. The Kinvolved team has taken every opportunity to 
meet with advisors and mentors to acquire the knowledge of the business sector that the 
co-founding team lacks. Kinvolved is never afraid to ask for advice from seasoned profes-
sionals, and this has served the team very well. There are many opportunities for entrepre-
neurs to gain knowledge and services at a free or reduced cost, and part of fnding these 
opportunities is through strong networks and relationships. 
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CONCLuSiON 

An exciting, and highly effective, alternative to the traditional business planning approach 
to business start-up is the lean start-up model. It focuses on developing the product and 
the enterprise through experimentation in the marketplace that allows the entrepreneur 
to fne-tune her/his offering to the needs and desires of the customer. In doing so, it 
emphasizes business models over business plans. What could be more truly entrepreneur-
ial than challenging assumptions, experimentation, learning from failure, and adding value 
in a sustainable way? 

QueSTiONS FOr “CONNeCTiNg THe DOTS” 

1 In this chapter, what is meant by the term “business model”? 
2 What are the three components of a business model? 
3 How does the lean start-up process differ from traditional business planning? 
4 What are the core principles of the lean start-up? 
5 Describe some of the elements of the traditional canvas? How does the lean canvas 

differ from the traditional canvas? 

Case Study 4.1 

Farmerline 

Figure 4.4 Weather Forecast 

For a classic example of the effective use of the business model canvas, we interviewed the 
Founder and CEO of Farmerline, an award-winning social enterprise based in Ghana that empow-
ers rural farmers with critical weather, market, and farming information (Figure 4.4). Farmerline’s 
long-term mission is to empower small-scale farmers to become more prosperous by using technol-
ogy and increased information access to improve their harvest and income. From 2012 to 2013, 
Farmerline served over 4,000 farmers and planned to reach over 10,000 by the spring of 2015. 
In addition, Farmerline has received international recognition and awards from the World Bank, 
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the U.S. State Department Apps4Africa Competition, the Bill and Melinda Gates Foundation, 
Echoing Green, and many other global social impact organizations. 

In the early stages of Farmerline’s business development in 2012, Laura Manley worked with 
Farmerline to begin testing their business model canvas hypotheses and refine their implementa-
tion strategy. The interview with Farmerline’s Founder and CEO Mr. Alloysius Attah follows. 

VOiCeS FrOM THe FieLD 

introduction to the Business Model Canvas 

In the beginning, we weren’t comfortable writing a business plan because we thought 
it was a waste of time and, on top of that, very diffcult. I had just graduated from col-
lege with a degree in natural resource management and my teammates were specialized 
in computer programming and engineering. We decided to take a training on creating 
sustainable business models from the World Wide Web Foundation and there we were 
introduced to the business model canvas. During the training, we spent less than an hour 
putting our frst draft of the canvas together. Since then, we have iterated on it hundreds of 
times. The canvas really helped us think about the company in a new way that other tools 
hadn’t. It also helped us get additional funding because it prompted us with questions that 
funders and competitions usually ask for such as: How do you make money? Who are your 
partners? How do you keep in touch with your customers? 

understanding Your Customer Segments 

One key part is knowing your various customer segments and your key value proposition 
for each type of customer. In the beginning, we were really motivated to sell to farmers 
directly. We came to realize that this actually takes a very long time and that we needed 
to start somewhere else. We decided that our customers could actually be the businesses 
that work with the farmers, instead of the farmers directly. We also realized that farmers 
were a benefciary of the work that we did, instead of a direct customer. By redefning our 
customer segment, we made signifcant changes to the rest of our strategy and where we 
wanted to focus our energies in the frst years.We would like to work directly with farmers 
as a long-term strategy, but for now we are building the capacity to serve them through 
our current customers. As of now, we are selling our technologies and content to agricul-
tural companies, NGOs, and food dealers that work directly with farmers. 

refining Your unique Value Proposition 

The business model canvas helped us match our customer segments with our unique value 
proposition. As a result of having to think through the key attributes of our customer 
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segments, we were able to think about what would add unique value to our customers on 
a more granular level. After several iterations of our unique value proposition, we decided 
we want to do two specifc things: (1) create better mobile communication channels for 
businesses that interact with illiterate communities, and (2) develop services to help farm-
ers increase their yield and prof ts. 

Leveraging Partners 

The business model canvas made us think about our partners in a different way. When we 
started, we thought about doing everything ourselves, in most cases. We found out very 
quickly that this was going to be impossible if we wanted to scale and hit our goals. When 
we completed the business model canvas, it was the frst time we thought seriously about 
the partnerships box and what that meant for our work. What were the more effcient 
gateways we could work through? 

We now have a partnership with the Ghanaian Ministry of Food and Agriculture 
using their open data, instead of making it ourselves. We have partnerships with NGOs, 
research institutions, and USAID-funded projects that we exchange experience, skills, 
and information with. The incentive for them is that they get our technology to help 
them do their work better and in turn, we get free content and best practices for farm-
ers. We also have good connections with agricultural extension agents and agricultural 
businesses, so we are able to work with a pre-existing delivery and distribution system, 
instead of establishing one by ourselves. All of these partnerships save us a lot of time, 
energy, and money. 

Over the past year, we have worked with approximately 2,500 farmers that produce 
maize, rice, and fsh. We would like to expand and begin reaching cocoa farmers, and this 
is only possible through a partnership. We are developing a plan with another organiza-
tion to serve 10,000 cocoa farmers over two years with 50 percent switching to paying 
customers by the end of the twenty-four months. That is the power of partnerships—we 
can’t go at this by ourselves if we want to achieve big goals.We can scale quicker and faster 
when we align our visions. 

using the Business Model Canvas 
for Projects 

The business model canvas has been very helpful to us as an organization; so, we teach 
our team members how to use it for our various projects inside the company as well. We 
are currently working on a project with the European Union to provide more accurate 
weather data for farmers across Sub-Saharan Africa in their local language. We are ask-
ing each team to develop their own canvas for their project with a solid unique value 
proposition that fts in with the general goals and objectives of the overall company. For 
example, we have specifc goals for each quarter (i.e., reach X number of farmers and X 
organizations use our services). We use the canvas to develop the moving parts to make 
sure we hit our goals. It also really encourages the team members to think through all parts 
of their project. 

https://goals.We
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recommendations for Social entrepreneurs 

Building a company is a continuous process. You have to keep changing every day and 
every week. Even if you spend a lot of time on something, you have to be willing to change 
it. That is the iterative process of a start-up. For example, you will meet new partners and 
fnd out that there is a better channel for you to connect with customers through. You 
may change who your customers are and that changes everything. The business model 
canvas made us think about all the different parts of Farmerline in ways that add value to 
each area. This is a very important step. We thought about new ways of interacting with 
customers and partners; we thought about how to go to market faster through the most 
effcient and appropriate channels; we thought about how to get a higher return on invest-
ment by leveraging available resources. At the end of the day, the most important thing is 
to listen and learn from the f eld. 

NOTeS 

1 Business model canvas is a tool for describing, analyzing, and designing business models. 
2 Churn rate is the turnover rate of customers who purchase a business’s products or services over a specifed 

time period. 
3 Viralness refers to how rapidly and widely knowledge or purchase of a product or service spreads. 
4 Customer development: the formal process of testing your hypotheses. 
5 MVP: the most basic version of the product or service that has just enough features to provide value to your 

customers.
 6  Build–measure–learn : the continuous cycle in which the learning received from customers determines 

whether you change, tweak, or continue to build your product. 
7 Bridgeland, John, et al. (2006).The silent epidemic: Perspectives of high school dropouts.The Bill & Melinda 

Gates Foundation. Retrieved from  https://docs.gatesfoundation.org/Documents/thesilentepidemic3–06f 
nal.pdf  

8 Toppo, Greg. (2010). Study: 7.5 million students miss a month of school each year. USA Today, May 17. 
Retrieved from http://usatoday30.usatoday.com/news/education/story/2012-05-17/study-chronic-school-
absenteeism/55030638  
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Chapter 5 

Developing a Strategic Plan for 
a Social Venture 

AIM/PURPOSE 

The central point of the chapter is the focus and alignment of the social venture’s mission or vision 
with its consideration of its resources and operational strategy. A discussion of the implementation 
and action planning of the social frm’s strategy from initial concept summary and opportunity 
to fnancial plan is presented. Additionally, a frm’s development of its theory of change and its 
elements are also discussed. Finally, an example of a social venture plan to review and critique 
is presented. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1 To learn about the importance of strategic planning to a new social venture. 
2 To gain an understanding of the relevant information needed within a social venture plan. 
3 To understand how to develop an initial concept summary for a social venture. 
4 To construct a framework and steps for structuring a social venture plan. 
5 To learn how to put all the social venture plan sections together in a compelling and concise 

manner. 
6 To provide an example of a social venture plan to review and critique. 

THE IMPORTANCE OF SOCIAL VENTURE PLANNING 

As highlighted in Chapter 4 and the lean start-up approach, most social entrepreneurs 
will agree that the value of developing a social venture strategy does not necessarily lie in 
having a fnished plan in hand; rather, the real value comes from the process of thinking 
about and researching the social venture in a strategic and systematic way. The process of 
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planning can assist you in thoroughly understanding the social problem you hope to solve 
and the resources you need to launch, develop, and sustain your business. 

Strategic planning requires taking a long-range view of the social venture and develop-
ing the vision to guide operations ( Brinkerhoff, 2000 ; Bryson, 2004 ). It involves identify-
ing opportunities and threats in the external environment, and assessing how the venture’s 
internal and external strengths and weaknesses can be leveraged to take advantage of the 
opportunities and minimize the threats. Although a comprehensive plan may be written, 
such a plan does not take the place of strategic planning—an activity that should be ongo-
ing throughout the life cycle of the new social venture ( Bryson, 1995 , 2004 ). Many of the 
same components and framework on the lean start-up approach can be integrated into the 
social venture plan itself. 

Research has shown that new social ventures that have a strategy and formal plan 
outperform those frms that do not ( Miller & Cardinal, 1994 ; Rogers, Miller, & Judge, 1999 ). 
There are four major reasons why entrepreneurs and managers of new social ventures 
should embrace planning: 

1 The probability for success and sustainability increases. 
2 Managerial leaders can more effectively adapt to change. 
3 Planning helps provide a meaningful context and direction for employee and volun-

teer work. 
4 Planning helps align controls to key social and economic objectives. 

Like most strategic planning, it also assists social entrepreneurs in developing their social 
venture business plan in meeting the demands of the social venture market, potential 
investors, and employees. Despite the critiques of business plans, either traditional or 
social ( Honig, 2004 ), numerous practitioners expound the benefts behind using them 
( Sherman, 2007 ). “Good intentions without rigorous analysis and smart strategy lead to a 
waste of scarce resources” ( Brock & Ashoka Global Academy for Social Entrepreneurship, 
2008 ). In addition to information found in a typical business plan, social venture business 
plans should include: 

 Social or environmental innovation: A clear understanding of the social or environ-
mental need or problem it seeks to address, the feasibility of the innovation, and the 
economic and social or environmental drivers of the business model. 

 Social or environmental impact: A practicable approach to measuring organizational 
outcomes and long-term impact. A social return on investment (SROI) should be 
demonstrated with a framework that assesses the double or triple bottom-line impact 
(social, economic and/or environmental). 

 Sustainability/scale: The concept business model and how likely it is to make a sub-
stantial contribution toward the solution of the need or problem that can be sustained 
for a period of time consistent with achieving its social or environmental impact. 

To initially begin thinking about the formal plan itself, it is useful to consider frst the over-
all concept and defne the social venture opportunity. As is shown in  Figure 5.1 , we have 
a number of core steps that social entrepreneurs may follow as they embark on defning 
their social venture concept. 
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FIGURE 5.1 Writing a Concept Summary for Your Social Venture: Questions to Consider before Writing 
Your Plan

 DEVELOPING A SOCIAL VENTURE PLAN: 
FROM OPPORTUNITY TO FINANCIAL PLAN 

 Once the social entrepreneur has thought about her or his concept, many of the answers 
can be integrated within the process and steps for writing a social venture business plan. 
As the social entrepreneur embarks on this process, she or he can pursue the following 
steps and questions in developing a coherent, concise, and compelling strategy. These steps 
and process can then be used to customize the social venture plan, as shown later in the 
chapter with the Loyal Label business plan. 
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1 What is the social problem your social venture would like to solve? 
2 What is your vision and mission? 
3 What is your theory of change—your social impact theory? 
4 What is your business model? 
5 Who is your competition? 
6 Who is on your team and your operational plan? 
7 What is your growth strategy (how do you plan to scale and replicate your operations)? 
8 How will you assess and measure your social impact? 
9 What is your f nancial plan? 

We shall discuss each of these steps in further detail, starting with the problem and 
opportunity. 

What Is the Social Problem Your Social 
Venture Would Like to Solve? 

What specifc problem does your idea solve? Why is it important? What is the scale of the 
problem? What are the contributing factors to the problem? Why is it solvable? Zahra, 
Rawhouser, Bhawe, Neubaum, and Hayton ( 2008 ) have identifed these fve core areas 
that make a promising social opportunity (as shown in  Figure 5.2 ), which overlap with 
many of the features discussed in  Chapter 3 . 

Social 
opportunity 

Accessibility 

Prevalence 

Relevance 

Radicalness Urgency 

FIGURE 5.2 Social Venture Opportunity Characteristics 
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More specif cally, these dimensions include: 

 Prevalence—how rampant is the social problem or need in society? 
 Relevance—does the aspiring entrepreneur have the necessary knowledge, skills, and 

abilities (KSAs) to effectively solve the problem and launch the social venture? 
 Radicalness—how creative and innovative is the solution to solve the social problem? 
 Urgency—does the social problem need a quick, immediate response by the social 

venture team? 
 Accessibility—what is the level of diffculty in addressing a social need through tra-

ditional welfare mechanisms, including government interventions or foundation 
support? For example, if the government has diffculty in effectively solving a social 
problem, there is a need and opportunity for outside assistance on the part of the 
social entrepreneur to arrive at a new solution through the social venture. 

VOICES FROM THE FIELD 

From Prevalence to Accessibility: A Social 
Venture Opportunity: Greening the Desert 

“It is not possible to know what is possible,” says Frances Moore Lappé, author of the best-
seller  Diet for a Small Planet and eighteen other books on hunger, poverty, and environmen-
tal crises. The story of Yacouba Sawadogo, an indefatigable farmer in Burkina Faso in West 
Africa, is a striking testimony to this notion. Burkina Faso lies in a region of Africa known 
as the Sahel, a semi-arid zone between the Sahara Desert and the lush savannas of Central 
and Southern Africa. From the late 1960s to the early 1980s this region experienced rapid 
encroachment by the Sahara Desert. This resulted in a famine that killed 100,000 people 
and left another 750,000 people on food aid. Millions of residents in Niger, Mali, Burkina 
Faso, Chad, and Mauritania abandoned their engulfed farms and moved to nearby cities, 
putting further pressures on resources. 

Yacouba Sawadogo was among the few who decided to remain on his farm and ded-
icate his life to “greening the desert.” In 1981, he, along with a small group of farmers, 
began experimenting with ancient techniques to restore the soil. There were two simple 
techniques at the core of their approach. The frst was called  cordons pierreux , which 
involved laying long lines of stones (each about the size of a fst) on the feld. These 
cordons would cause rainfall to pause long enough to percolate through the soil. Seeds 
would be sowed along these lines of stones, and growing plants would slow the water fow 
even further. Within a few years, a simple line of rocks could restore an entire feld. The 
second approach was to hack thousands of foot-deep holes ( zaï) in the felds during the 
dry season. Each  zaï would be pitted with manure, which attracts termites. The termites 
would digest the manure, making nutrients more available. In each hole, Sawadogo would 
plant a tree. Within three years, Sawadogo had transformed a piece of barren land into a 
12-hectare productive farm and forest with a large variety of species. 
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While Sawadogo was initially dismissed by his peers, his success did not go unnoticed, 
and his approach went viral. Sawadogo went on a campaign to educate farmers across the 
region on his approach. It is estimated that in less than twenty years, over half a million 
hectares of desert has been converted to fertile felds by indigenous methods in Burkina 
Faso and Niger, affecting over 3 million lives. Desertifcation is still often viewed by 
experts as an irreversible process triggered by declining rainfall and destructive farming 
methods. However, teams of researchers from University College London, the University 
of Copenhagen, and the Free University, Amsterdam, assert that satellite images indicate 
that there has been a steady reduction in “bare ground” with “vegetation cover, includ-
ing bushes and trees, on the rise in the dunes.” This is being witnessed across the Sahel 
from the Atlantic Ocean to the Red Sea, 6,000 kilometers away. Today, a variety of aid 
organizations ranging from the World Wide Web Foundation to the United Nations are 
studying these ancient greening techniques and working with farmers across the region to 
help implement them. There is little question that stories like that of Yacouba Sawadogo 
are what Margaret Mead had in mind when she said, “Never doubt that a small group 
of thoughtful, committed citizens can change the world; indeed, it’s the only thing that 
ever has.” 

Source: Hans Taparia, March 28, 2010 (used with permission). 

What Is Your Vision and Mission? 

Once the social problem has been identifed and the opportunity to create a venture is 
seen as innovative and sustainable, and can potentially be scaled to other regions, the social 
entrepreneur will want to develop both the vision and the mission of what her or his 
social venture does. As discussed in  Chapter 3 , developing a vision can also give an image 
of the change the social entrepreneur seeks to create through the business. Consider what 
the world could be if the idea or solution were implemented. Ultimately, a vision should 
motivate and drive the social entrepreneur and the team in the same direction. An exam-
ple of a vision from the Network for Teaching Entrepreneurship (NFTE), an organization 
dedicated to offering entrepreneurship education to underserved youth, is “Every young 
person will fnd a pathway to prosperity.” A vision also helps the social entrepreneur think 
about the overall mission of the social venture. It more specifcally addresses how she or he 
can implement the vision and objectives that reinforce how the social venture will operate 
in solving a pressing social problem. Carrying the NFTE example forward, its mission is 
as follows: 

NFTE provides entrepreneurship education programs to young people from 
low-income communities. 

How We Do It .˛.˛. NFTE achieves its mission by: 

 Creating engaging, experiential curricula and tools to improve academic, business, and 
life skills 

 Training and supporting teachers and youth professionals 
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 Partnering with schools, community-based organizations, and postsecondary 
institutions 

 Offering volunteers meaningful opportunities that connect students to real-world 
experiences 

 Linking the educational and business worlds in the classroom and beyond 
 Providing services to program graduates 
 Demonstrating outcomes of entrepreneurship education through research 
 Building public awareness to expand entrepreneurship education. 

What Is the Theory of Change— 
the Social Impact Theory? 

Based on the understanding of the problem and the vision or mission, what is the theory 
about which actions will lead to the results the social entrepreneur wants to achieve? 
A theory of change offers a clear road map to achieving results by identifying the precon-
ditions, pathways, and interventions necessary for an initiative’s success. It is a statement 
about causality. Some examples from social ventures include the following: 

 Habitat for Humanity: providing families with simple, decent, affordable housing will 
break the cycle of generational poverty; 

 low-cost eyeglasses: delivering affordable corrective eyewear to the 1 billion people 
in the developing world who need it and can’t get it will raise the standard of living 
in those countries through enhanced educational and employment opportunities for 
the wearers; 

 charter schools: offering parents and students choice in public schools creates com-
petition, which will spur innovation and lead to higher performing schools and better 
educational outcomes. 

Placing the Social Venture’s Theory of 
Change into a Logic Model 

In conveying a venture’s theory of change, it is helpful to articulate it with a logic model 
that involves all key stakeholders, including your team, employees, volunteers, advisors, 
and investors ( Anderson, 2004 ; Clark & Anderson, 2004 ). Developing a theory of change 
and a logic model is a process of aligning stakeholder goals and expectations with the stra-
tegic planning process and business strategy by (1) making underlying assumptions about 
cause and effect explicit, and (2) examining the dynamics that make the social venture 
successful on a blended value basis. 

Essentially, a logic model places the social venture’s theory of change into action by 
communicating what are the key resources needed to begin solving the social problem 
and what are the core activities that need to be in place in order to solve the problem 
( Anderson, 2004 ; Clark & Anderson, 2004 ). Once the resources and activities have been 
articulated, the social entrepreneur and her or his team can begin examining what the 
short-term outputs (immediate results that will be realized by the social venture) and the 
short- and long-term outcomes (what specifc changes they hope to see after one to three 
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Resources 
(Resource 
Strategy) 

Activities 
(Operating 
Model) 

Outputs Short- and 
Long-Term 
Outcomes 

Impact 

In order to 
accomplish our  
set of activities  
we will need the 
following: 

Tangibles: 
n Funding 

Intangibles 
n People 

(social capital) 

In order to address 
our problem, we 
will accomplish the 
following activities: 

Assembling the 
Business Plan Itself: 
n Vision & Mission 
n Strategy 

(includes 
Go-to-market 
strategy, 
marketing plan) 

n Team and 
Operational Plan 

n Growth Strategy 
n Measuring 

Results 
n Financial Plan 

We expect that once 
accomplished these 
activities will 
produce the 
following evidence 
of service delivery 

We expect that if 
accomplished, 
these activities  
will lead to the 
following changes 
in 1–3 then 4–6 
years 

We expect if 
accomplished 
these activities  
will lead to the 
following changes 
in 7–10 years 

FIGURE 5.3 The Logic Model Framework 

years and four to six years) as well as overall impact (changes that the social entrepreneur 
would like to see seven to ten years after the solution and venture has been launched).The 
following steps as well as Figure 5.3 show the framework of the logic model that can be 
utilized by social entrepreneurs as they communicate their own theory of change to their 
stakeholders and community.

 1 Resources. Consider: in order to accomplish our set of activities, we will need the fol-
lowing elements. This can include fnding your management team, employees, volun-
teers as well as securing f nancial capital to launch the social venture.

  2  Activities. Consider: in order to address our problem, we will accomplish all of 
the following activities: This is basically your operating model or your working busi-
ness plan in action. Consider all the strategic planning and processes, marketing, 
operations, personnel, etc. that need to be implemented for the launch of the social 
venture.

  3  Outputs. Consider: we expect that once accomplished, these activities will produce 
the following evidence of service delivery. This could include number of graduates 
from an adult literacy program; number of solar panels installed in homes and busi-
nesses; number of workers trained in basic accounting and f nancial skills. 
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4 Short- and long-term outcomes. Consider: we expect that if accomplished, these activ-
ities will lead to the following changes in one to three years, then four to six years. 
This could include: greater likelihood of securing employment, higher intentions in 
launching own business, and improved emotional well-being and social behavior.

  5  Impact. Consider: we expect that if accomplished, these activities will lead to the 
following changes in seven to ten years. This could include: lifelong employment and 
job security, increased pay and healthcare coverage, and less dependence on the gov-
ernment welfare system. 

Finally, referring back to NFTE, Figure 5.4  displays NFTE’s own theory of change and 
their logic model. Under the NFTE program they include components of their resources 
and activities leading to their short-term outcomes (many of these are outputs) as well as 
intermediate outcomes and long-term outcomes (in this case, their impact). 

What Is the Social Venture’s Business Model? 

In this next step in developing the social venture plan, considerations should be made as to 
how the social entrepreneur will put her or his theory into action and develop the frm’s 
business model ( Magretta, 2002 ; Seelos & Mair, 2005 ). Is there an earned revenue stream? 

Behaviors
• Improved attendance
• Improved behavior
• Increased test-taking

and post-secondary
application

Academic Outcomes
• Improved test scores/

GPA
• Higher promotion

rates
• High school

 graducation
 Acceptance to post-
secondary institutions

The NFTE Program 

Content 
• Entrepreneurship/ 

business ownership 
• Financial literacy 

Program Components 
• NFTE-trained teacher 
• NFTE curriculum 
• Students write and 

present business plan 
• Business coach 
• 4 program models— 

middle school, early 
high school, late high 
school, BizCamp 

NFTE programs range from 2 
weeks to multiple years 

Data to measure program: 
teacher surveys, prog offices 

Short-Term Outcomes 

Attitudes/Aspiration 
• Improved attitude 

toward school 
• Sense of self-efficacy 
• Improved education 

and career aspirations 

Knowledge/Skills 
• Entrepreneurship/ 

business ownership 
• Financial literacy 
• Public speaking 

Short-Term Outcomes (STO) 
occur during NFTE class 

Data to measure STO: 
NFTE surveys 

Intermediate Outcomes 

Behaviors 
• Improved attendance 
• Improved behavior 
• Increased test-taking 

and post-secondary 
application 

Academic Outcomes 
• Improved test scores/ 

GPA 
• Higher promotion 

rates 
• High school

 graducation
 Acceptance to post-
secondary institutions 

Inter. Outcomes (IO) occur 1–2 
years after NFTE class 

Data to measure IO: district 
data and 12th grade survey 

Long-Term Outcomes 

Education 
• Attends post-secondary 

institution 

Career 
• Gainful employment– 

median income, 
business formation 

Pathway to Prosperity 

Long-Term Outcomes (LTO) 
occur 3+ yrs after NFTE 

Data to measure LTO: Alumni 
survey & US data 

FIGURE 5.4 An Example of NFTE’s Logic Model from Activities to Long-Term Outcomes 

Source: NFTE. 
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In what ways can the social venture sustain itself fnancially beyond just donations and 
philanthropic support? Careful attention should be paid to how the venture can generate 
revenue to support all of the various expenses and costs involved in implementing and 
pursuing its mission and strategy. The following is an example of the business model for 
a T-shirt company with a social mission called Loyal Label (see the full case study at the 
end of this chapter): 

Loyal Label will operate primarily as an e-commerce business, making most 
of our revenues through our website  www.loyallabel.org. After products are 
produced, they will be shipped to our storage facilities in Atlanta, Georgia, 
where a Loyal Label staff member will manage shipping and order fulfllment. 
Additionally, we will generate revenue through product sales during our T-Shirt 
Truck Tour, a three-month-long tour visiting college campuses across the coun-
try. The Truck Tour will put our products in the hands of consumers, build 
brand awareness, create a connection between consumers and the company’s 
founders who will be on the tour, and literally, drive sales. Finally, a portion of 
our revenue will come from larger orders from environmentally friendly retail-
ers, both online and brick and mortar, and eventually, larger department stores 
and our own Loyal Label retail outlets. 

Moreover, part of developing the business model is formulating the social venture’s 
go-to-market (GTM) strategy ( Gundry & Kickul, 2007 ). It has been said, “If you don’t 
know where you are going, any road can take you there.” To eliminate such disorientation 
and provide direction, a social entrepreneur should create a go-to-market strategy to 
prepare for the social frm’s launch. A full GTM strategy encompasses the channels that 
a venture uses to connect with its customers and the organizational processes it develops 
to guide customer interactions from initial contact through fulfllment. The right GTM 
strategy has a signifcant impact on a social frm’s ability to cost-effectively deliver its 
value solution to each of its target segments. Social ventures are becoming increasingly 
focused and sophisticated in the way in which they compete to create superior customer 
value at an affordable rate. As social entrepreneurs tailor their value solutions to better 
address customers’ needs and problems beyond product specifcations and to better align 
their cost of sales and fulfllment relative to those needs, the go-to-market strategy plays 
a central role. 

Once the GTM strategy has been developed, identifcation of the partners who are 
needed to assist in maximizing success and social impact should be made ( Austin, 2000 ). 
These partners are aligned and understand the vision or mission and have similar social 
venture goals. They may have a needed competency or resource that the social entrepre-
neur does not have, and together will be able to assist the social venture in achieving its 
full potential and social goals. The following considerations can be taken into account in 
the search for partners: 

 Identify the partners who will be needed to achieve your vision or mission in terms of 
competency and knowledge needs in particular. 

 Explain the value that each partner will bring to the partnership.What is the contribu-
tion each partner is making? Are they highly competent, connected, or experienced? 
Essentially, why does your social venture need them? 

http://www.loyallabel.org
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 Why will they need or want to work with you? What is the value your social venture 
has for each of them? What is the synergy between you and your partner? 

 Finally, describe the status of the partnership. Have you contacted them and do 
they agree to work as a partner? Do you have their leadership and management 
support? 

Figure 5.5  offers an example from a social venture called Hungry Musician. The goal of 
Hungry Musician is to provide an online platform where up-and-coming musicians can 
sell their music in exchange for income, with a portion of the proceeds also going to feed 
the hungry throughout the world. 

Who Is the Social Venture’s Competition? 

It is likely that there will be competitors who are providing a similar type of program or 
service. In consideration of launching the social venture, the social entrepreneurship should 
be aware of competitors and understand who is providing similar value to its customers. 
Conducting a competitor analysis helps the social venture position itself in relation to 

Partner Value Contribution 
Why we need them? 

Strategic Fit 
Why work with us? 

Potential Partners 
to Contact 

Social • Provide advice on most • Donation revenue The Hunger Project 
organizations critical hunger issues for us • Raise awareness of Action Against Hunger 
dedicated to to address hunger issue among International Food 
hunger relief • Provide a network for 

contributing to hunger 
relief projects 

new market Policy Research 
Institute 

Independent • Expand our presence and • Bring social activism Verge Records 
music labels network in the independent 

music scene 
• Recruit new artists 

element to their
 marketing 

Ryko 

Music • Recruit new artists • Provide promotion and Julliard 
schools • Endorsements as a go-to 

source for new music 
source of revenue for 
their students 

Berklee College of 
Music 
Tisch 

Live music • Showcase our artists • Bring new patrons Bower Ballroom 
venues through live performance 

• Fundraising events 
• Promotion Mercury Lounge 

Arlene’s Grocery 
Knitting Factory 

FIGURE 5.5 Hungry Musician’s Partnership Model 
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others in the marketplace and create new strategies and value to its customer groups. The 
competition can include those that directly compete with venture (direct competitors) 
or substitutes that also solve the same problem or need as is being addressed through the 
social business (indirect competitors). Several questions that the social venture should 
address in this regard include: 

 What other solutions exist and what are the implications for your team? 
 What other service providers or models are there? 
 What’s distinctive about yours? 
 How much money fows to your “issue” annually and how is it distributed? How will 

you capture some of those dollars or attract others? 

Who Is on the Management Team and 
the Operational Plan? 

One of the most crucial components of venture planning is deciding on the team 
that will be executing the vision or mission of the new venture ( Amason, Shrader, & 
Tompson, 2006 ). Specifcally, the social entrepreneur will want to address what it is about 
this team that makes it likely that they can execute this plan. What is their personal con-
nection to the vision or mission? What background, experience, leadership, and expertise 
do they bring to the social venture? Also, consider the expertise that they do not have and 
think about how they can obtain it. As the social venture grows and develops over time, 
consider how the team composition will change over time. As the social venture scales, 
a different type of skill set, experience, and leadership may be needed to grow the social 
business to other regions of the world and to other customer groups and their expecta-
tions and needs. 

Along with identifying your management team, the social entrepreneur will also want 
to defne an operational plan for the launch and development of the frm. An operational 
plan details (1) the processes that must be performed to serve customers every day (short-
term processes); and (2) the overall business milestones that the company must attain 
to be successful (long-term processes). In looking at both the short-term and long-term 
milestones that need to be in place, consider developing a timeline or using a Gantt chart 
to demonstrate ramp-up to launch and beyond. Figure 5.6  affords an example of such a 
timeline, detailing key activities of a new social venture called Seeding Change. 

What Is the Social Venture’s Growth 
Strategy? How Will the Venture Scale? 

While it may be diffcult in the beginning of the planning stages to foresee where the social 
venture may be after several years of operation, it is important to convey to the team, 
employees, volunteer, donors, and investors what the potential of the social business can 
be for other customer groups and locations around the world ( Bradach, 2003; Bloom & 
Chatterji, 2009 ). What will be the replication of your organization or your model? That 
is, will the social entrepreneur launch more sites or make your model available for others 



 

  

 

 

  
 

 

 

 

 

 
 

 

Seeding Change – Business Plan Months 

Cost 0 1 2 3 4 5 6 7 8 9 101112 

Stage A: Business Development (0–12 months). 

• Identify mechanisms to reach social entrepreneurs 

• Identify target social entrepreneurs 

$200k 
• Develop and refine criteria to pre-screen entrepreneurs 

for participation 

• Identify business partners looking to engage in 
meaningful social impact 

Stage B: Relationship building (6–18 months) 

• Engage with social entrepreneurs 

• Select candidate social entrepreneurs $50k 

• Establish relationships with business partners 

Stage C: Running the venture (6 months – ongoing 

• Develop contracts and terms of agreement for social 
entrepreneurs and business partners’ collaboration 

• Establish partnerships between social entrepreneurs 
and business partners 

• Actively monitor and review the partnerships 

$200k– 
$500k • Engage the social capital markets 
p.a. 

• Undertake analysis and review of partnerships and 
changes in the social sector, developing reports on 
the findings 

• Serve as a primary source of information to the social 
capital market 

Years 

2 3 4 5 6 

94 Developing a Strategic P lan for a Social  Venture 

FIGURE 5.6 An Example of a Social Venture’s Gantt Chart 

to implement? As the venture grows, considerations should be made of the value the 
social entrepreneur is trying to create and the level of quality needed to perform in order 
to continue to create value as the social venture grows ( Dees, Anderson, & Wei-Skillern, 
2004 ). Given this, how should the social entrepreneur balance the “need for speed” with 
the quality hurdle to maximize social value creation?  Chapter 9  discusses the issue of 
scaling in more detail. 

How Will the Social Venture Assess and 
Measure Its Social Impact? 

Although the social entrepreneurship feld has matured, our ability to measure the impact 
of a venture’s efforts still remains a signifcant challenge for most organizations. Despite 
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Critical Success Factor Primary Measure Evaluation Target Outcome 

Social  
entrepreneurs  
gain access to 
much-needed 
business resources 

Number of social 
entrepreneurs in 
partnerships 

Social entrepreneurs 
achieve outputs and 
outcomes outlined in 
terms of agreements 

Satisfaction with  
Seeding Change 

Seeding Change’s 
records 

Monitoring and 
evaluation undertaken  
by Seeding Change 

1. Satisfaction score  
on customer service 
survey 

2. Number of referrals 
to other social 
entrepreneurs 

Yr 1 ~ 10 partnerships 
Yr 2 ~ 30 partnerships 
Yr 3 ~ 100 partnerships 

LT: 80% of social 
entrepreneurs in 
partnerships achieved 
agreed outputs 

LT: 90% of social 
entrepreneurs would use 
Seeding Change’s 
services again and 
would refer to a peer 
organization 

Business partners 
contribute 
meaningfully to  
the achievement  
of social change 

Number of businesses  
in partnerships 

Number of businesses 
returning to undertake 
subsequent partnerships 

Businesses deliver 
services as outlined in 
terms of agreement 

Satisfaction with 
Seeding Change 

Seeding Change’s 
records 

Seeding Change’s 
records 

Monitoring and 
evaluation undertaken  
by Seeding Change 

1. Satisfaction score  
on customer service 
survey 

2. Number of referrals 
to other business 
partners 

Yr 1 ~ 10 partnerships 
Yr 2 ~ 30 partnerships 
Yr 3 ~ 100 partnerships 

LT: 80% of business 
partners return to 
participate in additional 
partnerships 

LT: 90% of businesses in 
partnerships delivered 
agreed outputs 

LT: 90% of business 
partners would use 
Seeding Change’s 
services again and 
would refer to peer 
organization 

Individuals  
involved in 
Partnerships  
achieve a sense  
of personal 
fulfllment and  
job satisfaction 

Individual sense of 
satisfaction and 
fulfllment 

Active advocacy and 
promotion of Seeding 
Change and social 
entrepreneurs 

Monitoring and 
evaluation undertaken  
by Seeding Change 

Business partners’  
reports on staff 
satisfaction and  
retention 

Monitoring and 
evaluation undertaken  
by Seeding Change 

80% of individuals rate 
the experience as highly 
satisfying and would be 
willing to commit to 
another partnership 
Business individual 
metrics on staff 
satisfaction and 
retention show a 
signifcant impact 

80% of individuals 
participate in actively 
promoting the social 
entrepreneur and 
partnership 
opportunities through 
Seeding Change 

Social capital 
markets gain  
access to a  
screened pool of 
high-impact social 
entrepreneurs,  
and make 
investments  
in social 
entrepreneurs 
involved in  
Seeding Change’s 
partnership 
program 

Number of social 
venture capitalists 
purchasing Seeding 
Change’s reports 

Satisfaction with 
Seeding Change 

Seeding Change’s 
records 

1. Satisfaction score on 
customer service 
survey 

2. Number of referrals 
to other SVCs 

30 – SVC purchasing 
the reports from 
Seeding Change within 
5 years 

LT: 90% of SVC partners 
would use Seeding 
Change’s services 
again and would refer 
to a peer organization 

FIGURE 5.7 Seeding Change’s Assessment Plan 
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noteworthy advancements in the feld, there are still no standard measures of success, and 
impact data remain quite challenging and costly for social ventures to collect and share. 
That said, there are a number of ways that the social entrepreneur can communicate the 
value of their social impact to the community. 

We will more fully discuss tools, resources, and best practices for measuring social 
impact in  Chapter 8 , but all social ventures should relate their venture’s outcomes and 
impact to their theory of change ( Paton, 2003 ; Sharir & Lerner, 2005 ). All indicators 
should link back to your theory of change and strategy, and should take into account the 
time horizon it makes sense to measure. Figure 5.7  provides an example of how those 
running the social venture Seeding Change can convey their plans to assess and measure 
their f rm’s social outcomes. 

What Is the Social Venture’s Financial Plan? 

The last step in the social venture strategic planning process involves the development 
of the fnancial plan and resources needed to effectively launch and sustain the frm 
( Zietlow, Hankin, & Seidner, 2007 ). In this last stage, the development of the pro forma 
fnancial documents can assist the social entrepreneur in understanding the amount of 
start-up capital the frm needs, how the funding will be used, and what sources are avail-
able to provide initial seed capital. As a baseline, the social entrepreneur should develop a 
prof t and loss statement, a balance sheet, and cash fow analysis. 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 What role, if any, does strategic planning have for a nascent social venture? What role 
does it have for a social venture you would like to launch, given the social sector you 
are entering? 

2 What are some initial frst steps that social entrepreneurs should be aware of as they 
embark on writing their social venture plan? 

3 From your understanding, how does a social venture plan differ from the traditional 
business plan? 

4 Of all the various sections of the social venture plan, which do you think is the most 
diffcult to write? What suggestions would you offer to overcome some of the diffcul-
ties and challenges in writing such a plan? 
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Case Study 5.1 
Loyal Label Business Plan 
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THOUGHT QUESTIONS 

1 Assume that you are one of the founders of Loyal Label. What would be your 
three-minute pitch to investors and stakeholders (employees, new team members, 
volunteers, etc.)? 

 2 How well does Loyal Label explain its Social/Innovation, Social Impact, and Sustain-
ability/Scale? What could be improved? 

 3 In your own words, what is Loyal Label’s theory of change? How compelling is it? 
 4 Has Loyal Label clearly defned its go-to-market strategy? If you were in its founders’ 

shoes, what would you do differently? 
 5 In what ways other than those described in the plan can Loyal Label measure its social 

impact? 
 6 How well has Loyal Label outlined its marketing plan and competition? What addi-

tional information would you like it to present? 
 7 If you were a social investor, would you invest in Loyal Label? Why, or why not? What 

are your major concerns? How could Loyal Label resolve them? 
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Chapter 6 

Organizational Structure 

AIM/PURPOSE 

The aim of this chapter is to capture the alternatives available to social entrepreneurs as they 
design and structure their ventures from a legal and organizational perspective. For-proft, non-
proft, and hybrid models are examined and their advantages and limitations discussed. 

Once a social entrepreneur has identifed an opportunity to pursue and developed a mission, 
vision, and strategic plan for the venture that will pursue it, deeper thought can be given to the 
organizational structure of her or his venture. The decision regarding organizational structure is 
a very serious one that requires careful consideration. It can affect a social venture’s fnancing, 
accountability, and legitimacy ( Lasprogata & Cotten, 2003 ). 

What are the organizational design options available? How should the venture be designed 
to maximize its effectiveness in achieving its mission and to create signifcant impact? What are 
the legal implications of a given organizational structure? How does the legal structure affect the 
venture’s ability to acquire resources, particularly fnancial resources? These are the questions 
that are addressed in this chapter. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To appreciate the importance of organizational structure to the fnancing, accountability, and 
legitimacy of a social venture. 

2. To understand the nature, strengths, and limitations of the pure nonproft structural form. 
3. To understand the nature, strengths, and limitations of the pure for-proft structural form. 
4. To understand the multiple manifestations of the hybrid structural form. 
5. To master the choice set available to social entrepreneurs when making decisions regarding 

the organizational structure of their ventures. 
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GENERAL ORGANIZATIONAL DESIGN OPTIONS 

Before entrepreneurship became a major factor in the accomplishment of social goals, 
the delivery of social services was largely accomplished by entities labeled “charities” or 
“charitable organizations.” These were tax-exempt organizations that the US government 
gladly relieved of their taxpaying duties because they were undertaking diffcult activities 
that government offcials were unwilling or unable to perform in areas such as health, edu-
cation, and community development ( Lasprogata & Cotten, 2003 ). Furthermore, govern-
ments at all levels routinely channeled public grant monies to these entities to help them 
sustain their efforts. These organizations had a simple nonproft structure, and because 
they were clearly engaged in activities that neither the private nor the public sectors had 
an interest in pursuing, there were rarely conficts between this sector and the other two. 

Things changed substantially in the 1980s, when the Reagan administration introduced 
its brand of “new federalism.” In an effort to reduce the size of the federal government 
and its budget, responsibilities for many social services were transferred to the local level 
without federal funding to pay for them. As one consequence, nonprofts were forced to 
look for other sources of support. The rolling back of federal government responsibility 
and funding for charitable work had an additional impact: it increased the demand for 
social services. Thus, nonprofts were hit with increased demand for their services and the 
loss of a major form of f nancial support ( Lasprogata & Cotten, 2003 ). 

In the Tax Reform Act of 1986 the federal government attempted to redress this prob-
lem by expanding tax advantages to individuals and organizations that made donations 
to nonprofts. While this stimulated private giving to charities, it did not make up for the 
federal government dollars withdrawn. It also proved not to provide enough additional 
revenue to support the myriad nonprofts springing up to meet the rising demand for social 
services (Wei-Skillern, Austin, Leonard, & Stevenson, 2007). Increased competition and 
a lack of available funding began to force nonprofts to look more comprehensively for 
fnancial resources to sustain themselves.While it is early days, this situation may have been 
exacerbated by the Tax Cuts and Jobs Act of 2017, which restricted tax benefts for those 
who give to charities by raising the giving threshold. Now taxpayers who do not itemize 
receive no tax beneft from charitable giving, and a large percentage of those who do item-
ize still may not meet the threshold (Credit Karma, 2018; Fidelity Charitable, 2018). 

It was this scenario that gave rise to social entrepreneurship as we know it today. Non-
proft charities began looking for ways to legally generate earned income within their 
nonproft structures. Some social entrepreneurs decided that the nonproft model was 
too limiting and began to create for-proft social ventures. This created nonproft and 
for-proft ventures that were enough alike that the latter perceived the former to be wag-
ing unfair (subsidized) competition. Still other social entrepreneurs began experimenting 
with so-called hybrid structures that combined nonprof t and for-prof t features. 

Into this chaotic scene walks the nascent social entrepreneur. It is clear that this entre-
preneur has multiple options from which to choose in structuring her or his venture. It is 
also clear that organizational structure has a relationship to funding structure. What is  not 
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FIGURE 6.1 The Spectrum of Structural Options in Social Entrepreneurship 

Source: Dees, Emerson, & Economy ( 2001 , p. 70). 

always clear is exactly what each of these options entails and how each option impacts the 
ability of the social venture to generate revenue. If these issues could be clarifed, presum-
ably social entrepreneurs would be able to make more informed, and less risky, decisions 
about structuring their ventures. 

One way to frame the range of structural options available is as a spectrum, or contin-
uum, with a purely nonproft form at one end point and a purely for-proft structure at 
the other. Between these two options lie a host of hybrid structural forms: for-profts with 
nonproft subsidiaries, nonprofts with for-proft subsidiaries, nonproft partnerships, and 
nonprof t-for-prof t partnerships. Figure 6.1  offers a simple depiction of this spectrum. 

We will now take each of these major structural forms in order and examine them in 
some detail. 

PURE NONPROFITS 

Despite their name, nonproft organizations are not precluded from generating a proft. 
They can produce excess revenue (that which exceeds their costs) as long as they observe 
the “private inurement doctrine.” This legal restriction holds that a nonproft may not dis-
tribute its earnings among its investors and owners. These earnings must be plowed back 
into the organization and its pursuit of its mission. This is the chief distinction between a 
nonprof t and a for-prof t organization ( Hopkins, 2001 ; Lasprogata & Cotten, 2003 ). 

Nonprofts are not necessarily tax exempt, though most are. In the United States, to 
receive tax-exempt status a nonproft must apply for same under the Internal Revenue 
Code. Section 501 of the Internal Revenue Code provides relief from federal income 
taxes. While there are several types of tax-exempt entities defned in Section 501, the 
most common are classifed in Section 501(c)(3). These are public-serving charities 
( Hopkins, 2001 ; Lasprogata & Cotten, 2003 ). Most nonproft social ventures carry the 
501(c)(3) designation. 

Tax-exempt nonprofts originally meet and continue to maintain their status by being 
in conformance with the requirements of Section 501(c)(3) and the Treasury Regula-
tions. In particular, this means that they must conform to both the “organizational test” 
and the “operational test.” The former requires the nonproft to clearly state its charitable 
purpose(s) in its articles of incorporation (most nonprofts are organized as corporations) 
and also to state that it will engage, in substantial measure, in only those activities that 
fulfll this charitable purpose(s). The “operational test” opens the nonproft’s operations to 
examination by the government to determine that they are indeed focused on the organi-
zation’s expressed purpose(s). Only an insubstantial portion of the nonproft’s activity can 
be in pursuit of goals outside of its purpose if it is to retain tax-exempt status ( Lasprogata & 
Cotten, 2003 ). Clearly, this latter rule leaves the door open for substantial subjectivity in 
its interpretation. 
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If a nonproft is found to be engaged in revenue-generating activity that does not meet 
the operational test, the earnings from that activity are subject to the Unrelated Business 
Income Tax (UBIT). This tax is levied at the same rate as would apply to a for-proft cor-
poration in the same situation, so as to eliminate unfair competition to for-profts by non-
profts ( Lasprogata & Cotten, 2003 ). This is an especially important consideration when 
pure nonprofts engage in “social enterprise” by undertaking activities to generate earned 
income. At this juncture, they are no longer pure nonprofts but have become hybrid orga-
nizations that have taken on features of a for-prof t company. 

Because of the somewhat unclear way in which the operational test has been inter-
preted by the courts, the fact that the UBIT is seen as onerous by some, and that there 
are allegations of unfair competition aimed at nonprofts that engage in social enterprise 
activities, considerable controversy swirls around this issue. Some attorneys and busi-
ness advisors take a strict constructionist view and advise their nonproft clients to avoid 
the UBIT at all costs by engaging in no activities that even hint of being out of perfect 
alignment with their mission. Others argue that there are worse things than paying taxes 
and that having to do so merely indicates the nonproft’s success at raising much-needed 
excess revenue. Still others advise their nonproft clients to frst be innovative in fnding 
ways to generate earned income, and then worry about the legalities, as the latter are still 
very much in fux. 

In order to receive tax-exempt status, a nonproft organization must fle a Form 1023 
with the Internal Revenue Service (IRS). If this is done within twenty-seven months of 
its formation, the IRS’s tax-exempt status is retroactive to the day the nonproft was 
formed. Once tax-exempt status is received, a nonproft with more than $25,000 a year 
in gross receipts is required to fle a Form 990, or annual information return. Nonprofts 
that earn unrelated business income must fle a Form 990-T, in addition to their Form 990 
( Hopkins, 2001 ). 

One of the chief advantages of adopting the nonproft structure is the multiple options 
it affords for generating revenue. Not only does it provide the ability to produce earned 
income, within the limits discussed, but it makes the social venture eligible to receive 
philanthropic dollars—both traditional and nontraditional. 

There are several types of traditional philanthropy: individual donations, foundation 
grants, government grants, and corporate giving. Individual donations account for the 
greater part of philanthropic giving. Although there are fewer foundation grants to be 
had, they are popular with nonproft social ventures because they usually provide larger 
amounts of money ( Wei-Skillern et al., 2007 ). Increasingly, they come with signifcant 
strings attached, as foundations are holding their grantees accountable for outputs, out-
comes, and impact. Social ventures that pursue foundation grants should be prepared not 
only to compete vigorously for them but also to meet rigorous reporting requirements 
throughout the granting period as well. 

The availability of government grants has generally waned in recent years. However, 
their accessibility tends to vary with the ideology of the government leadership and with 
which social issues are in good currency at the time. In general, conservative regimes are 
less likely to make grants than liberal regimes, but the individual interests of leaders may 
also be a factor. For example, the Clinton administration was a major proponent of micro-
enterprise development; therefore, substantial support was made available to nonproft 
microenterprise programs during that period.The Obama administration made renewable 
energy a focus, resulting in grant support for efforts in this arena. 
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Corporate giving offces have long supported charitable activity in the community or 
communities where these businesses operate for the purposes of receiving tax write-offs 
and generating goodwill among customers and prospective customers. These grants are 
usually relatively small. They are especially attractive to nonproft social ventures, how-
ever, because they are usually given as cash ( Wei-Skillern et al., 2007 ). 

The availability of these forms of traditional philanthropic funding is exclusive to 
nonproft social ventures. For-proft social entities are not eligible, for two major reasons. 
First, the tax write-offs that spur individual donations and corporate giving apply only to 
gifts made to nonproft organizations. Second, the rules that apply to foundations (and 
that they impose upon themselves) and governments make it very undesirable to provide 
grant money to for-proft companies, even when they are pursuing social missions. While 
private contractors may deliver certain social products or services funded by foundation 
grants, they typically do so as subcontractors to a nonproft entity, which is the actual 
grantee. Government contracting with for-proft companies usually operates under a dif-
ferent set of rules that involve a bidding process. Note that these are contracts and  not 
grants. 

Traditional philanthropy, as it is usually practiced, presents some challenges to non-
proft social ventures. One such challenge is that grants tend to be short-term, typically 
from one to three years. Yet, as is emphasized in this book, social problems are long-term. 
Thus, nonprofts that receive grants fnd themselves continuously applying and reapplying 
for them. This takes time and effort away from pursuing their mission. Another challenge 
is that grants tend to be highly categorical—that is, funders have very specifc activities 
they want to fund. These activities often constitute only a small portion of the nonprof-
it’s mission. This means that nonprofts must spend considerable time cobbling together 
funding from multiple sources to cover their various activities. This is highly ineffcient 
( Wei-Skillern et al., 2007 ). 

A third challenge is that many funders only want to fund innovations in their area of 
giving or to fund high-visibility tangible assets that lend themselves to generating public-
ity. For example, most foundations seek to fund the launch of new approaches to solving 
social problems. This allows them to associate themselves with creative thinking and posi-
tion themselves as champions of social innovation. However, once the new social venture 
is launched, they are often no longer interested in funding its operations. In fairness, foun-
dations typically warn the grantee of this fact in the application process, as they require a 
plan for self-suffciency. However, they do not seem to understand that it is not start-up 
that is the crucial stage in the life of a venture; it is the frst three to fve years, when fail-
ure often takes place because the entrepreneur lacks the skills to restructure the venture 
for the next stage in its growth ( Lichtenstein & Lyons, 2010 ). Ironically, the foundation is 
expending fnancial resources on starting the venture only to leave it to die of starvation, 
thereby wasting the initial investment—the equivalent of forcing the hatchling out of the 
nest too soon. 

Governments are guilty of similarly fawed thinking in their granting decisions. As an 
example, a number of government agencies have made grants to nonproft ventures in 
order to develop business incubators to encourage entrepreneurship among economically 
disadvantaged groups. However, the grants are typically only for the bricks and mortar 
aspects of the incubator and not for covering the incubator’s expenses for developing 
entrepreneurs and companies. In effect, the government agency is saying that it is more 
important to successful entrepreneurship to develop and equip a building than it is to 
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develop the skills of the individual entrepreneurs so that they can, in turn, develop their 
businesses. Just as in the case of the foundations, fedgling ventures are being started but 
not sustained. 

As a result of these challenges and the serious problems they create for social entre-
preneurs, several forms of nontraditional philanthropy have emerged in recent years. 
These include social venture philanthropic organizations, private market investments, 
e-philanthropy, and longer-term loans by foundations ( Wei-Skillern et al., 2007 ). Social 
venture philanthropy is epitomized by such organizations as Ashoka, Echoing Green, and 
the Acumen Fund. These philanthropists have adopted a venture capital model for fnanc-
ing social entrepreneurship. Thus, they have adopted a rigorous vetting process for deter-
mining the ventures they will fund. In particular, they are looking for high-impact social 
ventures—those that will grow signifcantly, maximizing reach and mission achievement. 
Like private-sector venture capitalists, social venture philanthropists provide more than 
merely fnancing. They supply training, role-modeling, and mentoring to their investees, 
and they encourage networking among the social ventures in their portfolio ( Wei-Skillern 
et al., 2007 ). The return on investment they are seeking is social return on investment 
(SROI). While most of the investment by social venture philanthropists is in nonproft 
ventures, organizations like the Acumen Fund and the New Schools Venture Fund do 
invest in for-prof t social ventures as well. 

Increasingly, private markets are investing in social ventures. One example is the 
fnancial capital made available by private banks to nonproft microenterprise develop-
ment programs (MEPs). This money is put into the loan fund maintained by the MEP, 
from which it lends to very small businesses as a community development and poverty 
mitigation strategy. The federal Community Reinvestment Act (CRA) incentivizes this 
type of investment by banks by requiring it in order for them to be able to engage in 
mergers and acquisitions and to open branches. In addition, some investment funds have 
begun to offer portfolios that focus on socially and environmentally conscious ventures 
( Wei-Skillern et al., 2007 ). 

Philanthropy via the Internet has grown rapidly in recent years. This so-called 
e-philanthropy, or crowdfunding, has not only provided a new way for nonprofts to inter-
act with their donors, but has also spawned several new social ventures with a mission of 
expanding choice for donors and exposure for small nonprofts—Kiva (www.kiva.org), for 
example. This type of philanthropy has several advantages (Blackbaud, 2010): 

 It allows nonprof ts to get money faster. 
 It lowers their processing costs. 
 It reduces the costs of reaching donors. 
 It accesses a greater diversity of donors. 
 It yields higher donations, on average. 

Some foundations, working with banks, have begun to make longer-term loans to nonprof-
its as a way to help them with their working capital needs. These loans are made possible 
through fnancial instruments called program-related investments (PRIs). PRIs offer fex-
ibility to foundations by equipping them with a tool that lies between traditional grant 
making and private investment. PRIs can include more than loans. They may also come in 
the form of loan guarantees, equity investments, and linked deposits, among other types 
of investment. PRIs permit foundations to generate returns on these investments that are 

http://www.kiva.org
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both programmatic and fnancial ( Baxter, 1997 ; Wei-Skillern et al., 2007 ). However, the 
IRS will not permit PRIs that have a “signifcant purpose” of generating income or prop-
erty appreciation. Their chief purpose must be to accomplish one or more of the exempt 
purposes of the foundation ( IRS.gov, 2010 ). The fnancing of nonproft social ventures is 
discussed in more detail in  Chapter 7 . 

The statutes that created PRIs have spawned another form of nonproft structure called 
the L3C. This is considered to be a promising structural form because it permits both the 
pursuit of charitable purposes and the distribution of profts, as long as the former is the 
primary purpose. This makes engaging in earned income activities easier for nonprofts. If, 
at some point, proft generation becomes the signifcant purpose of the L3C, it may con-
vert to for-proft status. An L3C need not be a foundation or associated with one ( Tyler & 
Owens, 2010 ). L3Cs are still quite new, and legal debate swirls around them. Neverthe-
less, they represent an interesting variation on the purely nonprof t structural model. 

While the purely nonproft structure offers considerable choice in sources of fnancing, 
it is limiting in other ways. It is restricted in the amount of earned income it can generate. 
It relies heavily on the largesse of others, and, as a result, is beholden to their agendas, 
objectives, and whims. In most entrepreneurial ventures, entrepreneurs wrestle with the 
balance between control and access to capital for growth. Social entrepreneurs who oper-
ate purely nonproft ventures have relatively little control, no matter how much fnancing 
they receive or from whom. Nonprofts that are tax exempt are, in effect, owned by the 
public and must strictly adhere to government restrictions and public expectations for 
impact. For these reasons, many social entrepreneurs are opting for for-proft structures 
for their ventures. 

PURE FOR-PROFITS 

The pure for-proft structure for social ventures follows the same conventions as those 
observed by for-proft commercial ventures. The chief difference is that the former pursue 
a social mission. They are seeking to do good and to do well at the same time. Because 
of this, they must hold themselves to high ethical standards. Their ability to sell their 
products or services, earn a proft, and achieve their social mission is very reliant upon the 
goodwill they generate with their customers and the general public. 

There are several legal structures available to entrepreneurs who choose to structure 
their venture as a for-proft. The simplest is the sole proprietorship. It is inexpensive and 
relatively easy (in terms of government requirements) to start. It has a single owner, who 
pays taxes for the entity through her or his income tax.The biggest drawback to this struc-
ture is that the owner is solely liable for debts incurred should the venture fail. That is, the 
owner bears all the market risk. 

Another for-proft structure is the partnership. This is the same as the sole proprietor-
ship in every way, except that the venture has two or more owners. These owners share 
the tax burden and liability. 

A third for-proft structure is the limited liability corporation (LLC). This business 
form may have a single owner or partners. Despite the fact that it is considered a type of 
corporation, an LLC cannot sell shares. However, just as in the case of a corporation, the 
owner is considered separate from her or his business entity; therefore, liability is borne by 
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the LLC, not by its owner(s). Thus, an LLC has the beneft both of being relatively easy 
and inexpensive to start and of limited liability for the owner. 

The fnal major structure available to for-proft social ventures is the corporation, of 
which there are two common types: “C” and “S.” Both types require that shares be sold in 
the business and that a board of directors be established. Both forms consider the business 
to be a separate legal entity and, therefore, liable for debts and taxes. Both are more expen-
sive and more legally complicated to start. The chief difference between these two types 
of corporation is that the owners of a C corporation can be double-taxed—on the corpo-
ration’s income and on their individual income—whereas the owners of an S corporation 
can only be taxed on the earnings of the corporation. The decision about which structure 
to choose for a for-proft social venture must be determined by the social entrepreneur’s 
goals and priorities, in light of her or his mission. 

There is an emerging type of corporation that is not yet widely recognized in a legal sense 
or known by the general public. It is the “Beneft corporation” (“B corporation”). While C 
and S corporations are required by law to pursue a proft, B corporations are legally tasked 
with pursuing both a proft and an articulated public purpose. Performance relative to the 
company’s public purpose is tracked by independent monitors (van den Heuvel, 2010). 

B companies are certifed and must meet performance standards relative to their impact 
on their community and the environment and their accountability to employees and con-
sumers (bcorporation.net, 2010). B corporations have been made legal in thirty-four states 
and the District of Columbia, at the time of this writing, and are under consideration in 
Alaska, Georgia, Iowa, Mississippi, New Mexico, and Oklahoma (Beneft Corporation, 
2019). Table 6.1 describes B corporations in a nutshell. 

Table 6.1 
B Corporations in a Nutshell 

B Corporations Model 

Purpose • Create tangible positive impact on the 
environment and for society 

• Return overall value to all shareholders 
Corporate directors’ responsibilities • Fiduciary duty of care AND loyalty 

• Fiduciary duty to consider all stakeholders in 
decisions 

Measurement and evaluation • Quarterly and annual reporting 
• Annual benefit report 

Examples from the feld Recent activity: 
https://socentlawtracker.org/#/map 
Beneft reporting guidelines: 
http://beneftcorp.net/businesses/beneft-
corporation-reporting-requirements 
International similarities to B Corporations: 
www.trust.org/contentAsset/raw-data/1d3b4f99-2a 
65-49f9-9bc0-39585bc52cac/file 

http://www.trust.org
http://benefitcorp.net
https://socentlawtracker.org
https://bcorporation.net
http://benefitcorp.net
http://www.trust.org
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Unlike pure nonproft social ventures, for-profts do not have a widely diverse array of 
fnancial resources from which to choose; however, there are several.Among these are FFF 
(family/friends/founder), gap fnancing, commercial bank loans, mezzanine capital, angel 
capital, and venture capital. As was noted in the previous section of this chapter, there are 
some social venture philanthropists who will invest in for-proft social ventures as well. 
This discussion is taken up in greater detail in  Chapter 7 . 

While they are not without regulation, for-proft social ventures are not subject to the 
same level of scrutiny as are nonprofts. If they are privately owned (not publicly traded) 
they do not need to disclose their fnancial statements. Also, they can more easily pro-
tect their intellectual property. In sum, they have more control over what they do and 
how they do it. This can be very attractive to many social entrepreneurs, who, like most 
entrepreneurs, value control very highly. The only time loss of control becomes an issue 
for for-profts is when angel or venture capitalists insist on having a substantial say in the 
venture’s operations in exchange for their investment. This is the trade-off between con-
trol and growth referenced in the previous section. 

Social entrepreneurs who choose the purely for-proft structure enjoy greater control 
over their ventures and the opportunity to generate earnings (profts) that they, as owners, 
can keep for themselves, while solving a social problem(s) at the same time. However, 
with a few exceptions they cannot access philanthropic dollars. They must also wrestle 
with the dilemma of trying to run a business that is attempting to make a proft  and a 
business that is pursuing a social mission at the same time. This is much more diffcult 
than it may seem on its surface and sometimes causes for-proft social entrepreneurs to 
seek out other structural options. 

An excellent example of this is the experience of one of the best-known for-proft 
social ventures in the world: Newman’s Own, Inc. Newman’s Own is a for-proft food 
manufacturing and distribution company structured as an S corporation ( Wei-Skillern 
et al., 2007 ). It gives 100 percent of its after-tax profts to charity. Food is a very competi-
tive industry. Newman’s Own has had to work exceptionally hard to establish partnerships 
with food makers, packagers, and distributors; enhance its product line and its quality; and 
market its products in order to compete successfully. It has also had to work very hard to 
identify worthy charities to which to give and to manage the giving process. Ultimately, 
these two distinct efforts became too much to handle under one structure ( Wei-Skillern 
et al., 2007 ). That was when Newman’s Own, Inc. decided to spin its giving operations off 
into a nonproft foundation. Thus, Newman’s Own became a form of hybrid organization: 
a for-prof t with a nonprof t subsidiary. 

Increasingly, social entrepreneurs who are frustrated by the restrictions of the nonproft 
structure and the management vicissitudes of the for-proft structure have chosen to cre-
ate hybrid structural models. In the next section, we explore the hybrid options available. 

HYBRIDS 

As the name implies, hybrid structures assumed by social ventures represent various com-
binations of structural elements from nonproft, for-proft, and/or government organiza-
tions.They are forms of innovation in the vehicles by which social mission can be delivered. 
The social entrepreneurs who create these structures are generally seeking greater legal 
and f nancial fexibility for pursuing their missions. 
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New hybrid structures are being developed and tested on a regular basis and are limited 
only by the imagination and the law (or, more accurately, its interpretation). While the 
ways in which hybrid forms manifest themselves are too numerous to chronicle, it is useful 
to look at some of the more common structures among them and offer examples of each. 

For-Profts with Nonproft Subsidiaries 

Sometimes, social entrepreneurs fnd it too diffcult to pursue their mission through a 
for-proft structure alone. In some cases it can be detrimental to the success of the proft-
making company to attempt to deliver on its social mission at the same time. This was the 
case with Newman’s Own, Inc., discussed earlier in this chapter. As was noted previously, 
essentially the for-proft Newman’s Own, Inc. became a hybrid venture when it created a 
nonprof t foundation to handle the distribution of its after-tax prof ts to charities. 

In other cases, for-proft social entrepreneurs have decided that they need more than 
the earned income generated by their ventures to expand their mission achievement.With 
this in mind, they sometimes create a nonproft subsidiary that can accept donations and 
grants that the for-proft could not attract. An example of this is Pura Vida Coffee, which 
is a for-proft company that sells Fair Trade and shade-grown coffee in retail stores and 
via its website, and also operates a Section 501(c)(3) nonproft, Pura Vida Partners, that 
manages its many charitable operations in places such as Costa Rica, Ethiopia, Guatemala, 
and Nicaragua ( Pura Vida, 2010 ). The nonproft benefts, in part, from earnings on coffee 
sales, but it also receives donations and grants and is tax exempt. The for-proft can deduct 
its donations to the nonproft for tax purposes. This hybrid venture permits maximum 
mission achievement: Pura Vida Coffee is a values-driven for-proft that benefts its suppli-
ers (coffee farmers) and the environment, while Pura Vida Partners focuses on improving 
the quality of life of communities in the countries in which its for-proft parent company 
purchases coffee beans. 

It is not always possible to readily create a hybrid solution, however, as the social entre-
preneur may be limited by the laws in the context in which she or he is operating. German 
social entrepreneur Andreas Heinecke, founder of the for-proft social venture Dialogue 
in the Dark, is an example. Dialogue in the Dark was founded in 1988 with a twofold 
purpose: (1) to provide corporate human resources offces with training workshops that 
teach participants about collaboration, emotional intelligence, and dealing with diversity; 
and (2) to give blind workshop leaders an opportunity to develop skills in communication, 
leadership, and management. Workshops are held in total darkness. Blind trainers lead 
these workshops, which are attended by sighted corporate employees. The company also 
offers dark exhibitions for the general public that are led by blind docents. To date, these 
workshops and exhibitions have been held in at least thirty countries on four continents. 
Ultimately, over 6,000 blind individuals have been helped to fnd employment ( Gold-
smith, 2009 ; Dialogue in the Dark, 2010 ). 

Heinecke laments the fact that he does not have a hybrid option. He would like to be 
able to relieve his tax and regulatory burden, as a for-proft, and he would like access to 
philanthropic funds. As previously noted, US social entrepreneurs have some options in 
this regard. In the United Kingdom a designation called the “community interest com-
pany” has been created.This is a for-proft structure that allows for putting a larger share of 
profts toward a social mission and for reduced compliance with government regulations. 
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Heinecke wants to see these hybrid structures spread around the world. For now, Dialogue 
in the Dark relies on partnerships with large for-profts to maximize mission achievement 
( Goldsmith, 2009 ). 

Nonprofts with For-Proft Subsidiaries 

Sometimes, frustration resulting from the limitations of organizational structure is on the 
part of entrepreneurs operating nonprofts. They cannot sustain their social ventures on 
philanthropy alone, and they are troubled by the legal vagaries surrounding the gener-
ation of earned income by tax-exempt nonproft organizations as well as the claims of 
unfair competition from for-proft ventures ( Brinckerhoff, 2000 ). They may also envision 
a double beneft to be derived from operating a for-proft venture in conjunction with 
their nonproft: not only could the for-proft be an additional source of revenue that is 
unencumbered by the private inurement doctrine, but it could also engage in values-based 
activities that further the nonproft’s mission. It should also be noted that debt capital, 
from either private lending institutions or government loan and loan guarantee programs, 
is much more readily available to for-prof ts ( Brinckerhoff, 2000 ). 

One example of this form of hybrid structure is Greyston Bakery, located in Yon-
kers, New York. Simply put, Greyston has a nonproft parent organization—Greyston 
Foundation—with a for-proft subsidiary—Greyston Bakery—but it is a true hybrid 
because these two entities work together seamlessly. To make this relationship clearer, 
some background is in order. 

The bakery itself was founded in 1982 by a former aerospace engineer turned Zen Bud-
dhist priest named Bernard Glassman. Glassman and his meditation group frst established 
the bakery to provide themselves with a livelihood. However, this soon shifted to provid-
ing employment to those individuals in the community who are considered “unemploy-
able” (e.g., former drug addicts, prisoners, and recovering alcoholics). It became apparent 
to Glassman that merely providing these individuals with a job was not enough. They 
needed affordable housing, social services, and health care as well. This is where creating a 
Section 501(c)(3) nonproft foundation came into the picture. The Greyston Foundation 
could manage the venture’s charitable giving, accept donations and earn grants, and coor-
dinate interactions with other nonprof ts in the community. 

Instead of making the for-proft venture the parent and establishing the nonproft foun-
dation as its subsidiary, as Pura Vida Coffee did, Glassman chose to do the opposite. This 
is in keeping with his vision for individual development and subsequent community eco-
nomic revitalization. The bakery is a viable, proft-making business establishment that 
teaches people who might not otherwise be given the chance to work in a real-world 
environment and to understand the world of work, but it is also a source of revenue to 
the foundation and its mission of developing the infrastructure needed to support the per-
sonal growth of the individuals who work at the bakery and others like them throughout 
the community. Today, the name Greyston Bakery is synonymous with this entire hybrid 
organization. Its mission refects this: 

Greyston Bakery is a force for personal transformation and community eco-
nomic renewal. We operate a proftable business, baking high quality gourmet 
products with a commitment to customer satisfaction. 
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Greyston Bakery provides a supportive workplace offering employment and 
opportunity for advancement. Our profts contribute to the community devel-
opment work of the Greyston Foundation. 

As for Greyston Bakery, Inc., it is a B corporation (see the discussion in the section on 
for-proft business structures earlier in this chapter) that produces baked goods for many 
of the upscale restaurants in New York City. Since 1988, it has also produced the brown-
ies that are blended into Ben & Jerry’s ice cream. In addition, it bakes its own line of 
“Do-Goodies” brownies. It generates $5 million per year in revenue, operates out of a 
state-of-the-art baking facility designed by Maya Lin, and provides employment, compet-
itive wages and benefts, and training to sixty-fve local residents without regard to their 
work history ( Leung, 2004 ; Greyston Bakery, 2010 ). It is a prime example of a successful 
values-based business. 

Brinckerhoff ( 2000 ) offers some very practical considerations when exploring the 
viability of nonprofts with for-proft subsidiaries. A for-proft subsidiary must pay taxes 
on its profts before donating them to its nonproft parent. Donations made by the for-
proft to the nonproft parent are not taxable income to the nonproft. If the nonproft 
owns more than 50 percent of the for-proft’s stock, the latter will not comply with 
most funders’ arm’s-length requirements ( Brinckerhoff, 2000 , pp. 194–195). A fnal 
practical consideration is that most nonproft parent ventures that establish a for-proft 
subsidiary own 100 percent of the stock of that subsidiary. For this reason they con-
trol the latter’s board of directors. This does not mean, however, that both entities can 
share the same board. Each should have its own distinct board, which can share a few 
overlapping members but may not have precisely the same members ( Lasprogata & 
Cotten, 2003 ). 

Nonprofts with Nonproft Subsidiaries 

There are instances in which nonproft social ventures fnd it benefcial to create their own 
nonproft subsidiaries.This form of hybrid social venture might be adopted for several rea-
sons; among them to undertake business activities that are not related to the parent orga-
nization’s mission but that generate revenue; to increase the prospects of receiving certain 
grants; to avoid a loss of grant money from funders that reduce their grants if other reve-
nue sources are found by creating a subsidiary nonproft to retain earnings; to maximize 
income from property holdings by placing them in an arm’s-length nonproft separate 
from the parent; or to establish an endowment through the creation of a nonproft foun-
dation ( Brinckerhoff, 2000 ; Lasprogata & Cotton, 2003 ; Thompson & Thompson, 2010 ). 

The creation of a nonproft–nonproft hybrid by the New York City-based social ven-
ture ReServe: Next Steps for Older Adults provides an illustration. ReServe is an orga-
nization with the mission of placing retirees in jobs at nonproft organizations that pay a 
small stipend and provide an opportunity to use the skills that the retiree has developed 
over a lifetime to beneft the nonproft to which they are assigned. Nonproft agencies 
that hosted the ReServists were happy to pay the stipend in exchange for the services 
of a skilled retiree; however, they were not enthused about handling the payroll for the 
ReServist(s) they hosted ( Robert Wood Johnson Foundation, 2007 ). 
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The host nonprofts did, however, indicate that they would be willing to pay extra if 
ReServe would manage the payroll of their ReServists. While payroll management is not 
an activity that is directly related to ReServe’s mission, it does afford the opportunity to 
generate additional revenue to the organization. With this in mind, ReServe created a 
nonproft subsidiary, the chief function of which is to handle ReServists’ payroll ( Robert 
Wood Johnson Foundation, 2007 ). 

Nonproft–Nonproft Partnerships 

Nonproft–nonproft partnerships, often referred to as nonproft consortia, are not the 
same as the nonprofts with nonproft subsidiaries described in the previous subsection. 
A consortium suggests the coming together of two or more nonprofts in a mutually ben-
efcial relationship that allows each member to achieve more than they could alone. By 
pooling resources in an effcient manner they can maximize mission achievement and 
community benef t ( Lasprogata & Cotten, 2003 ). 

Nonproft consortia tend to take one of two legal forms: cooperative ventures or stra-
tegic mergers or consolidations ( Lasprogata & Cotten, 2003 ). Cooperative ventures, or 
cooperatives, in the nonproft arena can have many partners or very few. These partners 
come together to pursue a joint venture. The partners may have an equal fnancial stake 
in the cooperative or they may have varying stakes. No matter the size of each partner’s 
stake, however, they all have equal control over the cooperative’s board of directors. This 
makes cooperative ventures especially attractive to small nonprofts, as they can operate 
on a level playing f eld with much larger nonprof ts. 

An interesting and unusual cooperative venture has been created among nine nonprofts 
that are fundees of the United Way in Chicago. These are relatively large nonprofts, with 
a combined budget in excess of $300 million. Their cooperative structure permits them to 
share back-offce operations, resulting in estimated savings of approximately $20 million 
per year. The savings are achieved through improved economies of scale as they relate to 
purchasing. These savings can then be plowed into programs that are experiencing high 
demand but are under-resourced. The Chicago Community Trust made a $400,000 grant 
to support creation of the cooperative, and members pay an annual fee of 0.13 percent of 
revenue to participate ( Butzen, 2008 ). 

Another example of the cooperative venture approach comes from the journalism 
industry, which has suffered in recent years because the commercial models of the past 
are no longer working. The focus on profts ahead of quality news reporting has resulted 
in newspapers closing, massive layoffs, and declining quality. One response to this crisis 
has been the exploration of nonproft or low-proft (L3C) models. One illustration of 
this is Indymedia, a cooperative newsroom. Indymedia is made up of a global network 
of volunteer community newsrooms, known as Independent Media Centers (IMCs). Not 
all of these are fnancially sustainable, but many regularly and successfully publish local 
newspapers ( Pickard, 2006 ). 

Nonproft mergers and consolidations create the same result: one organization out 
of two or more. However, they each accomplish this result in a unique way. Mergers 
involve the absorption of one nonproft by another. The nonproft that does the absorbing 
(the legal term is “liquidating”) acquires the liabilities and assets of the nonproft that is 
absorbed. Consolidations involve the coming together of two or more nonprofts into a 
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totally new nonproft venture. While either merger or consolidation represents a viable 
structural option for nonprofts (one that brings effciencies) neither is considered desir-
able by most nonprofts because one (or more than one) organization loses its identity. 
For most nonprofts, identity lies in their mission. They are troubled by the idea that the 
mission, as they envision it, will be lost or altered in an unacceptable way by the reorgani-
zation ( Lasprogata & Cotten, 2003 ). 

The best way to combat resistance to merger or consolidation is to educate the prospec-
tive parties to its benefts: integration of services, expansion of client markets, expansion 
of resource pools, fuller attainment of mission, and survival ( Lasprogata & Cotten, 2003 ). 
Perhaps the most powerful message to be delivered is the one that, individually, the parties 
may not be sustainable, but together in a new organization their chances of survival are 
greatly enhanced. 

The lengthy economic recession that began in the late 2000s has accelerated the 
nonproft merger trend, as two examples help to illustrate. In 2009 two major housing-
related nonprofts in the Phoenix,Arizona, area elected to merge their operations. UMOM 
New Day Centers (UMOM) merged the operations of Helping Hands Housing Services 
(Helping Hands) into its operations. UMOM runs a shelter for homeless and low-income 
families, while Helping Hands provides affordable housing to low-income households. 
The merger will allow the two agencies to reach more low-income families in need of 
housing and to provide seamless support as these families move from a transitional shelter 
to permanent housing ( UMOM, 2009 ). 

One of the keys to the successful merger of UMOM and Helping Hands is their very 
compatible missions ( UMOM, 2009 ): 

 UMOM: “to provide homeless and low-income families with food, shelter and the 
tools to build a bridge to self-suff ciency.” 

 Helping Hands: “to break the cycle of poverty for low-income families by providing 
permanent affordable housing and comprehensive support services.” 

This is very important. Nonprofts with compatible missions will be less resistant to merger 
in the frst place and will fnd that merging the cultures of the two organizations is much 
easier because of their commonalities of purpose. 

The second example involves a proposed merger in which Mental Health Care, Inc. of the 
Tampa Bay area of Florida would take over the assets, operations, and debt of neighboring 
Achieve Tampa Bay, Inc. Both are nonproft ventures in the healthcare industry. The pro-
posed merger addresses fnancial issues, particularly for Achieve Tampa Bay ( Manning, 2010 ). 

Achieve dates back to 1953 and is a large organization that grew dramatically in the 
1990s. However, it began to experience heavy operating losses between 2004 and 2010, 
totaling about $1.5 million. This caused cash-fow problems, ultimately resulting in 
Achieve’s inability to meet a demand by the Children’s Board of Hillsborough County 
that it repay a portion of a $6.9 million contract that it had not paid out to nonproft sub-
contractors, among them Mental Health Care, Inc. ( Manning, 2010 ). 

Under the proposed merger, Mental Health Care, Inc. would pay the nonproft subcon-
tractors what they are owed, forgive the amount it is owed by Achieve, and pay back over 
$500,000 owed to the Children’s Board. The merger provides Achieve with a preferable 
option to selling or mortgaging its real property, or closing operations and liquidating 
assets. Its mission can continue to be pursued and its clients served ( Manning, 2010 ). 
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While nonproft mergers continue to face opposition from those who fear job layoffs 
and mission creep, they appear to be an increasingly popular alternative for stressed organi-
zations. Nevertheless, nonprofts entering into such a structure should carefully weigh the 
costs and benefts.These should not merely be measured in terms of dollars and cents. Finan-
cial issues can be addressed much more easily than can the human issues that arise when 
incompatible organizations merge. It is this latter set of challenges that receives too little 
attention when merging or consolidating entities in both the for-proft and nonproft arenas. 

Nonproft–For-Proft Partnerships 

Nonproft–for-proft partnerships are sometimes referred to as  cross-sector alliances . They 
tend to be long term and focused on the partners working together toward a social goal. 
They are particularly attractive to larger businesses that want to engage in activities that 
improve the quality of life of the communities in which they do business. In the knowl-
edge economy this can, in turn, come back to beneft the business by making it easier to 
attract and retain highly skilled workers ( Lasprogata & Cotten, 2003 ). It can also serve to 
build a larger customer base for the company in the community. 

Successful nonproft–for-proft partnerships tend to have several common characteris-
tics. According to Lasprogata and Cotten ( 2003 ), these include: 

 a perception by the partners that the partnership is mutually benef cial; 
 a complementarity of strategies between the partners; and 
 a good f t between the cultures of the partnering organizations. 

Activities that beneft both partners are the hallmark of long-lasting partnerships of any 
kind ( Hamlin & Lyons, 1996 ). A partnership in which only one partner benefts is not a 
partnership but a case of co-optation, and a partnership that benefts no one is a waste 
of time and resources. Organizational strategies that complement one another facilitate 
a smooth partnership. For example, if the product of a commercial business and the mis-
sion of a nonproft venture reinforce one another, this provides the basis of an attractive 
partnership. Con Edison, the electric utility for New York City, partners with the non-
proft Trees New York by making a $1 donation to the latter’s tree-planting fund every 
time a customer switches from paper to electronic billing. Con Edison enjoys savings and 
more immediate reimbursement from moving to electronic billing, while Trees New York 
advances its mission of increasing the number of trees in the city. In addition, an energy 
utility and a conservation group have complementary missions. Thus, this illustration 
involves a partnership with mutual benef t  and a good strategic f t. 

A good cultural ft is just as important for nonproft–for-proft partnerships as it is for 
nonproft–nonproft partnerships (see the previous subsection). This means that either the 
organizational structures of the partners are a good ft with each other or that one, or both, 
of the partners is willing to adapt. A business with a top-down management structure 
may not be a good ft with a nonproft partner that is more horizontal in its management, 
unless they are willing to adapt. Prospective partners will need to communicate with and 
educate each other ( Lasprogata & Cotten, 2003 ). 

Many nonproft–for-proft partnerships have a strong marketing component. This is 
often referred to as cause-related marketing. A nonproft with a strong brand (a name and 
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a mission that are highly recognizable and respected) is an attractive partner to commer-
cial businesses because they can beneft from associating themselves with that nonproft 
brand. By including the nonproft brand in their advertising and packaging they can attract 
customers who have an affnity for the mission of the nonproft partner. For its part, the 
nonproft benefts from the resources it receives from its for-proft partner in exchange 
for the use of its brand. It should be remembered by nonprofts that their brand has a 
value, and they are entitled to payment for use of their brand ( Wei-Skillern et al., 2007 ). 
Furthermore, in many cases opportunities are created for additional donations to the non-
prof t when customers buy the for-prof t’s products. 

The Susan G. Komen Foundation, which raises money for breast cancer research, is a 
good example of a nonproft with many for-proft partners. These partners beneft from 
being associated with an organization that fghts a disease that affects many people, directly 
and indirectly. The Komen Foundation receives donations from its for-proft partners and, 
in some cases, additional donations from the customers of those partners. Yoplait Yogurt 
had a cause-related marketing campaign jointly with the Komen Foundation, in which 
Komen’s signature pink was the color of the foil tops of the yogurt cartons. If customers 
kept their pink foil tops and turned them in, a donation was made by Yoplait to the Foun-
dation. The Komen Foundation does a remarkable job of fnding for-proft partners. One 
of the authors of this text recently saw the truck of a private waste hauler rolling down 
Fifth Avenue in New York City. The truck was painted pink and carried the pink ribbon 
logo of the Foundation. 

Cooperatives 

An internationally popular form of hybrid structure is the cooperative. This form of 
organizational structure has been defned as “a private business organization that is 
owned and controlled by the people who use its products, supplies or services” (Univer-
sity of California, 2019). It can be organized as a nonproft or a for-proft corporation, 
or as an LLC (Pichardo, 2010). Cooperatives are not new, being essentially the product 
of the Industrial Revolution. They seek to promote the interests of the economically 
and/or socially disadvantaged by giving individuals the ability to govern their own orga-
nization and share in its benefts (University of California, 2019). Cooperatives allow 
their members to accomplish things they could not do alone by pooling their resources, 
talents, and skills. 

In its Statement of Cooperative Identity, the International Cooperative Alliance identi-
fes seven principles that defne the nature of a cooperative: autonomy and independence; 
concern for community; cooperation among cooperatives; democratic member control; 
education, training, and information; member economic participation; and voluntary and 
open membership. There are many different types of cooperatives, commonly catego-
rized by their purpose. Typically, members of cooperatives both provide to and procure 
products/services from their cooperative. For example, in a grocery cooperative, members 
both acquire groceries in the cooperative store and put in time staffng the store (Univer-
sity of California, 2019). 

Some common examples of cooperatives include housing cooperatives, worker coop-
eratives, agricultural cooperatives, utility cooperatives, and food cooperatives, to name a 
few (University of California, 2019). One illustration comes from the work of Figueredo 
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and Franco (2018). These scholars studied wine cooperatives in central Portugal. They 
found that these cooperatives generated signifcant social and economic benefts for 
both their members and the wider community by including the economically disad-
vantaged, creating jobs, contributing to sustainable development, and building social 
capital. They make a compelling argument that wine cooperatives are a form of social 
entrepreneurship. 

VOICES FROM THE FIELD 1 

More Hybrids to Inspire Us 

To inspire us all beyond the examples already mentioned in this chapter, we illustrate 
three additional types of hybrid models. 

Hot Bread Kitchen: A Non-Proft Hybrid 
Social Enterprise 

Founder Jessamyn W. Rodriguez realized that due to lack of fuency in English, credential 
recognition, family structures and inadequacy of professional networks, immigrants, espe-
cially immigrant women, were forced to the periphery of society, where they often ended 
up staying at home or accepting low-paying domestic jobs. She also realized that 5.7 mil-
lion immigrant women lived below the poverty line in the United States. Equipped with a 
master baking certifcate and work experience related to immigration policy at the United 
Nations, Jessamyn launched Hot Bread Kitchen as a nonproft social enterprise in 2007 in 
New York City’s East Harlem. The founder aimed at bridging this social gap in New York 
City by offering paid nine-month training in baking to immigrant women. These women 
brought with them ethnic baking recipes from different countries. On the job, the women 
were also trained in basic math, science, English fuency, and management skills.After nine 
months of intensive training, some bakers continued to stay in the job while others were 
helped to incubate small businesses. Other women were also encouraged to secure jobs 
in the culinary industry. Eventually, Jessamyn also helped create a fractional shift in the 
male-dominated culinary industry of baking and selling breads. 

The concept of Hot Bread Kitchen has been widely acclaimed for its innovative selec-
tion of international, ethnic, and artisanal breads. Simultaneously this social business 
model has become an award-winning workforce development program by employing 
low-income immigrant women, baking bread inspired by their countries of origin, while 
learning job skills that lead them to acquire professional positions in the food industry. 
While running this nonproft, Jessamyn realized that all the activities of the social enter-
prise could not be supported solely by selling breads. As a result, along with the revenue 
generated through bread sales, the social enterprise had been supported by initial seed 
funds, corporate donations, private donations, and even crowdfunding activities (Ashoka 
Changemakers, 2016–2017). Hot Bread Kitchen is an illustration of how a social organi-
zation can combine two traditionally separate models: a social welfare model that guides 
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its workforce development mission and a revenue generation model that guides its com-
mercial activities. Additionally, their revenue generation does not necessarily limit the 
nonprof t’s access to philanthropic funds. 

Frogtek: A For-Proft Hybrid Social Enterprise 

Frogtek, another example of a hybrid social enterprise, was launched in 2008 as a for-
proft dedicated to developing and deploying inexpensive business tools, technical devices, 
and mobile software for micro-entrepreneurs in emerging markets such as Mexico and 
Columbia. The social enterprise aimed to boost the productivity, profts, and business 
growth of small shopkeepers and micro-retailers by allowing them to digitally record their 
sales, store expenses, and revenues. In order for Frogtek to scale up and reach as many 
micro-entrepreneurs and “mom and pop” stores as possible, CEO and founder David del 
Ser decided to incorporate Frogtek as a for-proft right from its launch. He believed that 
scaling wide and creating a larger social impact would necessitate start-up fnancing from 
mainstream venture capital. The insight for students is that Frogtek’s for-proft social busi-
ness model has been successful in attracting angel investors. Even though attracting inves-
tors for its unique model was challenging, David del Ser was careful in engaging only with 
those venture capitalists whose values aligned with those of his organization. 

Embrace and Embrace Innovations: A Nonproft 
Arm and a For-Proft Arm 

While attending a program at a highly reputed university in the United States, four gradu-
ates named Jane Chen, Linus Liang, Razmig Hovaghimian, and Rahul Panicker developed 
an idea to commercialize a low-cost incubator for premature infants. Later, the founding 
team was joined by Naganand Murty. The team learned that 20 million babies were born 
prematurely worldwide and four million infant deaths occurred due to premature birth, 
mostly in developing countries. Around 2008, the team co-founded a social enterprise and 
started developing an incubator at a fraction of the price of fabrication in developed coun-
tries.They pursued a social mission aimed at reducing infant deaths due to premature birth, 
mainly in developing countries, underdeveloped nations, and rural areas.The company that 
was launched was called Embrace. Given the inherent risks of launching an untested prod-
uct, the uncertainty related to the commercial viability of the incubator and the inexperi-
ence of the young management team, Embrace was launched as a nonproft organization 
and was created under 501(c)(3). Entities operating under 501(c)(3) beneft from tax 
exemptions and can offer tax exemptions to their donors under certain conditions. 

To access a wider pool of investors and venture capitalists, to raise capital and to scale 
up its operations in order to create a higher social impact, a for-proft arm named Embrace 
Innovations was spun off by Embrace. The nonproft Embrace and the for-proft Embrace 
Innovations acted as a hybrid entity that helped the founding team pursue its social mis-
sion of reaching out to as many infants as possible with a low-cost incubator, along with 
pursuing its fnancial objectives that would support the organization in developing new 
medical devices for at risk babies. The hybrid entity was created such that the nonproft 
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owned equity in the for-proft, a structure that gave the nonproft power to control the 
activities of the joint venture while protecting its social mission. 

HOW TO EFFECTIVELY MANAGE 
TENSIONS IN HYBRIDS 

Conficting demands distract social entrepreneurs from strategically focussing on the joint 
pursuit of the dual social and commercial missions. Some methods explored through case 
studies suggest that building a sustainable hybrid organization can be pursued through 
recruiting employees and managers with the right balance, developing a common orga-
nizational identity among them, and by adopting formal and informal socialization pro-
cesses (Battilana and Dorado, 2010; Battilana et al.,  2015). 

In order to build a common organizational identity, studies show that in some cases 
hired employees must be free from attachment to either of the competing logics. As a 
result, new graduates from universities that do not have extensive work experience might 
be recruited and trained to work for hybrid social enterprises. Such training and appren-
ticeship processes should also create spaces of socialization with organization members 
and promote job-shadowing of a senior colleague. This would help young individuals 
acclimatize with the dual identity of the hybrid organization right from the start of their 
career (Battilana and Dorado, 2010; Battilana et al.,  2015). 

Another hiring method highlighted by the above-mentioned authors was to recruit an 
executive director skilled in both business and social issues. Additionally, non-executive 
employees should be recruited with an even balance such that one group of employees 
would bring extensive knowledge and work experience either from the social sector or 
from the commercial sector.This should be followed by regularized group rituals, meetings 
and exchanges in order to understand each other’s job responsibilities and challenges. To 
fll mid-level management positions, internal promotion of employees could be preferred. 

To avoid tensions and preserve organizational hybridity, management should create 
“spaces of negotiation” (Battilana et al., 2015) through formal and informal socialization 
processes. This is consistent with the process model presented by Castellas et al. (2018), 
which allows for organizations to embrace pluralism to sustain blended value. To follow 
Battilana et al., spaces of group discussion, exchanges, and socialization processes are uti-
lized such that each adopter of one logic engages and consults with the adopter of another 
logic before decision-making. If a decision is not reached, the executive director takes the 
lead and comes in to mediate the tensions. Additionally, it is also very important to discuss 
progress on social and commercial objectives, create transparency of the social and busi-
ness activities, and defne goals, metrics, and schedules. Finally, the organization also must 
discuss possible clashes and design creative solutions. In times of confict, the executive 
director should make the f nal decision. 

Furthermore, it should be emphasized that both the above techniques come with cer-
tain advantages and disadvantages. Accounts suggest that the above two methods dis-
cussed only allow an overview of two different approaches often taken by hybrid social 
enterprises to avoid or resolve tensions related to organizational identity and conficting 
interests of stakeholders. Although it is hard to justify which method is better than the 



 

 

  
 
 

  
  

 

 
 

 

 
 

  

 
  

 

   
 

 
 

 
   

 
    

      
 

 
  

 

Organizat ional Structure 147 

other, they do, however, enable the cohort to understand how executive directors and 
management can arbitrate tensions. 

CONCLUSION 

The social entrepreneur’s decision about how she or he will structure the venture is an 
important one. In particular, it will affect how the venture can be fnanced, what rules 
and regulations the venture must adhere to, and how much control the entrepreneur has 
over the venture. These factors will, in turn, infuence the entrepreneur’s level of account-
ability, the amount of mission that the venture can reasonably achieve, and the degree of 
legitimacy the venture can attain with its stakeholders. 

The social entrepreneur has a range of structural options from which to choose. At 
one end of this spectrum is the purely nonproft organization, which is constricted in its 
activities by laws surrounding its tax-exempt status but enjoys a relatively wide array of 
alternatives for fnancing those activities. At the other end is the purely for-proft struc-
ture, which faces taxation issues and more limited fnancing options but allows the social 
entrepreneur more control over the venture and a chance to keep the prof ts. 

The most intriguing aspect of this range of structural options is what lies in the middle 
of the spectrum: the hybrid structures, which unite features of both nonproft and for-
proft confgurations or create combinations of these models taken whole-cloth. While 
variations on the hybrid theme continue to emerge, the principal forms include for-profts 
with nonproft subsidiaries, nonprofts with for-proft subsidiaries, nonprofts with non-
proft subsidiaries, nonproft–nonproft partnerships, and nonproft–for-proft partnerships. 
Each of these offers its own set of advantages in overcoming specifc challenges that social 
entrepreneurs face. 

Such a wide array of structural choices can be overwhelming to the social entrepreneur. 
However, there is a compass for guiding this decision: the social mission. Simply put, the 
social entrepreneur should select the organizational structure that maximizes her or his 
mission achievement. 

Case Study 6.1 

Jumpstart 

Jumpstart is a nonproft social venture whose mission is to provide low-income preschoolers (4-year-
olds) with educational experiences designed to develop their reading, learning, and social skills 
prior to entering kindergarten. It was founded by two Yale University students in 1993. The basic 
idea behind Jumpstart was to match these children with college students who have an interest in edu-
cation and will volunteer time each week to work with them. Jumpstart’s frst engagement involved 
students from Yale and fifteen preschoolers in New Haven, CT ( Read for the Record, 2010a ). 

The social problem that Jumpstart’s founders were seeking to address is the disadvantage 
that children from low-income families face in being ready for school, relative to middle- and 
upper-income children. Research has shown that 35 percent of U.S. children begin their K-12 
education unequipped to learn ( Fast Company.com, 2005 ). This burden falls disproportionately 
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on low-income children, who are often as much as two years behind their more economically 
advantaged peers in terms of reading skills and other measures of academic achievement at the 
time they start first grade. These problems have an impact on adulthood as well, as 29 percent 
of all workers in the United States are functionally illiterate. However, research also shows that 
investing in early learning efforts can help to mitigate this problem ( Read for the Record, 2010b ). 

The Jumpstart model draws upon students who are Americorps members from partner colleges 
and universities around the country. These college students spend eight to ten hours per week 
during the academic year. Each week consists of two two-hour sessions at a local preschool. 
They work in teams, providing each preschooler with one-on-one reading time, group learning 
time in groups of twelve children, independent learning time, and group creative activity time 
in a classroom environment ( Fast Company.com, 2005 ). The college student volunteers them-
selves represent considerable diversity in both their ethnic backgrounds and their college majors. 
The largest group is White (48 percent), followed by African American (26 percent), Hispanic 
(15 percent), and Asian (11 percent). While Jumpstart’s original idea was to attract education 
majors, this group makes up only 10 percent of the current volunteers. One-quarter of group mem-
bers are psychology, social work, sociology, and nursing majors. Another 11 percent are science 
majors, while 10 percent are business majors ( Jumpstart, 2010 ). 

Jumpstart has identifed three core program objectives that it pursues: school success, future 
teachers, and family involvement. Relative to the school success objective, preschoolers enhance 
their literacy, language, emotional, and social skills. The experiences of the college student vol-
unteers are aimed at preparing them for future positions in education leadership and teaching. 
Jumpstart involves the preschoolers’ families by giving them exercises they can engage in at home 
with their child that are designed to reinforce classroom learning. Jumpstart also informs families 
of their preschooler’s progress in the program ( Jumpstart, 2010 ). 

In 2004, Jumpstart expanded its efforts by engaging a new group of volunteers: senior citizens. 
This allowed this social venture to expand its learning centers beyond its sixty-two college partners 
to cover twenty-one cities in sixteen states ( Jumpstart, 2010 ; Read for the Record, 2010c ). This 
action refects a larger effort to aggressively grow Jumpstart that was begun by one of the social 
venture’s founders and then-CEO, Aaron Lieberman, in about 2000. 

Lieberman undertook several initiatives to extend the reach of Jumpstart’s mission. He explored 
the possibility of moving from pairing each college student with one preschooler to pairing them 
with two children to increase the number of preschoolers assisted. Though this idea was never 
adopted, it opened the door to pursuing senior citizen volunteers. He also initiated a partnership 
with the High/Scope Educational Research Foundation of Ypsilanti, Michigan, to establish metrics 
for measuring impact. This led to the development of a sophisticated impact measurement system 
that has received considerable acclaim and attracted funding to Jumpstart. Lieberman also realized 
that Jumpstart was harming its ability to attract college student volunteers by requiring a two-year 
commitment, so he reduced the commitment to one year, or two semesters. Finally, in 2000, Lieb-
erman and Jumpstart launched a for-proft venture called Schoolsuccess.net, which provides early 
childhood learning tools for teachers and parents via the Internet. The purpose of Schoolsuccess.net 
was to spread the mission and provide much-needed earned income revenue to Jumpstart ( Jacob-
son, 2000 ). Later that same year, Schoolsuccess.net entered into a partnership with Harcourt.com 
for the purposes of expanding its marketing capacity and tailoring its software for use by gifted chil-
dren and children with special needs ( Education Editors, 2000 ). Today, Schoolsuccess.net operates 
under the auspices of Pearson, and the chairman of Pearson Canada sits on Jumpstart’s board of 
directors, as does the president of the Pearson Foundation ( Read for the Record, 2010d ). 

Since its founding, Jumpstart has served over 70,000 preschoolers with millions of hours of 
volunteer help in developing reading, language, and emotional and social skills ( Read for the 
Record, 2010e ). Since 2000, when Aaron Lieberman initiated his scaling strategy, the Jumpstart 
network has grown at an average rate of almost 30 percent annually, making it one of the leading 
nonprofit organizations in the education industry ( Read for the Record, 2010a ). 

http://www.harcourt.com
http://www.Schoolsuccess.net
http://www.Schoolsuccess.net
http://www.Schoolsuccess.net
http://www.Schoolsuccess.net
http://www.company.com
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THOUGHT QUESTIONS 

1 What kind of organizational structure does Jumpstart represent? 
 2 How does Jumpstart’s organizational structure refect its f nancing needs? 
 3 On the basis of Jumpstart’s story, what would you say is the relationship between 

organizational structure and growth, or mission expansion? 
 4 Would you say that the organizational partnerships in the Jumpstart case refect good 

f ts between partners? Why, or why not? 
 5 In your opinion, does Jumpstart have the best organizational design for pursuing its 

mission? Explain your answer. 

NOTE 

1 Written by Jill Kickul, Paulami Mitra, Lisa Gundry, and Jacqueline Orr. 
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Chapter 7 

Funding Social Ventures 

AIM/PURPOSE 

This chapter provides direction for social entrepreneurs in defining the specific capital needs of 
their ventures with the goal of achieving financial sustainability while balancing social and eco-
nomic considerations. Investment selection criteria and due diligence processes are presented in 
detail. The chapter ends with a case study that outlines some challenges to achieving financial 
sustainability. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To gain an understanding of the challenges social entrepreneurs encounter when raising 
capital for their social venture. 

2. To examine the questions about the financial drivers of an enterprise that can help direct the 
social entrepreneur to the appropriate capital sources. 

3. To gain an awareness of the intentions of investors across the social capital market. 
4. To learn about the role and appreciation of values and mission alignment with investors. 
5. To investigate the impact investing market and its categories: commercial and philanthropic. 
6. To gain an understanding of “who’s who” in investing and funding for social entrepreneurs. 
7. To introduce the investment decision and due diligence process of social investors. 
8. To learn how to build partnerships with investors in order to create impact. 

NAVIGATING THE CHALLENGES OF CAPITAL RAISING 

In this chapter, the many funding alternatives available to social entrepreneurs such as 
philanthropy, earned income, impact investing, and hybrid approaches are considered 
in light of Chapter 6’s discussion of structure. Capital is the fuel that powers a social 
venture, and success can depend on a social entrepreneur’s ability to navigate diverse 



 
 

   

 
 

 
 

 

 

 

152 Funding Social  Ventures 

funding sources. By considering investors as partners in the creation of meaningful impact 
rather than just funding sources, social entrepreneurs can build more scalable and effective 
enterprises. 

Compared to more traditional capital seekers, social entrepreneurs face an ever-
expanding set of funding options but must also address some distinct challenges. Social 
entrepreneurs have traditionally had two discrete investment sources: grants and fellow-
ships from the public sector or philanthropists and commercial investments and lending 
from the private sector. Table 7.1 outlines several of these sources and examples that have 
traditionally been offered, as well as new funding sources from both the public and the 
private sectors. 

One source in Table 7.1 that has become increasingly popular among social entrepre-
neurs is the use of crowdfunding platforms. Crowdfunding has become an alternative to 
tapping traditional fund-raising mechanisms for social entrepreneurial ventures (Meyskens & 
Bird, 2015). Crowdfunding relies upon a large, dispersed, and heterogeneous community 
(Agarwal et al., 2014) that provides fnancial support and motivation to entrepreneurs 
and their ideas through a crowdfunding platform (Mollick, 2014). Crowdfunders invest 
or donate small amounts of funds that add up to a larger sum of capital (Lehner, 2013). 
Furthermore, different types of crowdfunders exist that have fundamentally different 
intentions and expectations for different types of crowdfunding campaigns. For exam-
ple, a funder might donate capital for a social mission due to a personal connection with 
the cause. The same funder might be interested in a return-on-investment from another 
crowdfunding campaign uploaded on a reward-based platform. Some others might want 
to contribute in order to derive a warm glow out of giving for a common good or to 
generate social value, collective goods, and welfare for the disadvantaged (Cecere et al., 

Table 7.1 
Traditional Sources of Funding for Social Ventures 

Sources Grants 

Examples Social 
Innovation 
Fund, 
Kaufman 
Foundation, 
DoSomething. 
org, Google 
Grants 

Fellowships Crowdfunding/ 
Online 

Angels/ 
Venture 

Loan 
Providers 

Platforms Capitalists 

Acumen Kiva, CauseVox, Blue Ridge Calvert 
Fund, Change.org, Foundation, Foundation, 
Ashoka, Chase Community Calvert ShoreBank, 
Echoing Giving, Pepsi Group, Triodos 
Green, Skoll 
Foundation, 
Unreasonable 
Institute 

Refresh Project, 
Kickstarter 

Good 
Capital, 
Gray Ghost 
Ventures, 

Bank, 
Partners 
for the 
Common 

Investors’ Good, 
Circle, Wainwright 
Mission Bank 
Markets 

http://www.DoSomething.org
http://www.DoSomething.org
http://www.Change.org
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2017). In other words, in return for their contribution, the crowd might act as impure 
altruists or philanthropists that expect “natural” rewards or intangible incentives such as 
honor, social approval, reputation, or a positive emotional state by giving for a social cause 
(Mollick, 2014). The crowd might also give for the purely altruistic reason of helping 
others to create a social impact and expect nothing for themselves in return. Alternatively, 
the crowd could also pursue egoistic motives by expecting “material” rewards or tangible 
benefts, such as fnancial return on investment, shares, or non-monetary gifts depending 
on whether the engagement is created through a lending-based, equity-based, or reward-
based crowdfunding platform. 

Crowdfunding often takes the shape of a hybrid decision form in which decision-making 
is supported by extrinsic cues germane to traditional investment as well as intrinsic cues 
germane to prosocially motivated acts of helping others to create a social impact or for 
the pure joy of giving (Allison et al., 2014). Traditional investors through a lending-based, 
equity-based, or reward-based platform are more likely to be infuenced by external con-
trol systems or the extrinsic motivation of obtaining fnancial or material return on invest-
ment (Steigenberger, 2017). Alternatively, in a donation-based funding context, funders 
are more likely to be infuenced by self-control systems or intrinsic motivation of receiving 
joy and pleasure in the activity of contribution itself (Gagné & Deci, 2005). Additionally, 
in reward-based or donation-based giving, individuals do not receive interest on the funds 
they contribute. Consequently these funders are not motivated by the fnancial returns. 
Instead, they are intrinsically motivated to achieve intangible rewards or “natural” rewards 
such as social approval, social impact, honor, image reputation or a warm glow by support-
ing an artist or a creative cause (Allison et al., 2013). The decision to contribute through 
a reward-based or donation-based platform could also be driven by an expectation of 
tangible rewards or material rewards such as thank-you gifts in the form of pens, t-shirts, 
mugs, or gift-vouchers (Cecere et al., 2017). As a consequence, crowdfunding for a social 
entrepreneurial project through a reward-based or donation-based platform also takes a 
hybrid decision form where crowdfunders could be prosocially motivated to contribute 
f nancial resources to achieve a natural reward or a material reward or both. 

THE SOCIAL CAPITAL MARKET: OPPORTUNITIES 
AND CHALLENGES 

With an estimated $6 trillion expected to be directed toward social enterprises by 2052, 
entrepreneurs and investors are experimenting with hybrid forms of social ventures that 
generate economic, social, and/or environmental benefts ( Fulkerson & Thompson, 2008 ). 
Simultaneously, both the national and international social capital markets are calling for 
and demanding higher levels of transparency and accountability from the social ven-
tures they are funding to demonstrate the impact of such ventures ( Rangan, Leonard, & 
McDonald, 2008 ). 

A new generation of entrepreneurs and investors are increasingly combining the cre-
ation of social and environmental impact with the tools of investment ( Godeke & Bauer, 
2008 ). This social capital market involves both for-proft and nonproft organizations 
pursuing fnancial and social returns while utilizing both philanthropic and fnancial 
investment strategies. These blended value investors and social entrepreneurs understand 
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that social or environmental value cannot be neatly separated into fnancial and societal 
pieces ( Emerson & Spitzer, 2007 ; Emerson, Fruchterman, & Freundlich, 2007b ; Godeke & 
Pomares, 2009 ). As Jed Emerson (of Blended Value) said: 

There is an idea that values are divided between the fnancial and the societal, 
but this is a fundamentally wrong way to view how we create value. Value is 
whole. The world is not divided into corporate bad guys and social heroes.

 ( World Economic Forum, 2005 ) 

While this deep gulf between proft-maximizing fnancial investment and “give-it-away” 
charity is gradually narrowing, social entrepreneurs still fnd it diffcult to monetize the 
blended value they create. The reasons for this challenge include ( Godeke, 2006 ; Godeke & 
Bauer, 2008 ; Godeke & Pomares, 2009 ) the following: 

 Social enterprises tend to use transformative and disruptive forces to create impacts 
which may accrue to a segment of society or society at large rather than a discrete set 
of customers. In other words, the recipients or benefciaries of a social enterprise’s ser-
vice or product may not pay for it directly. This can lead to an externality that hinders 
the social enterprise from optimizing its business model. 

 In this social capital market, the demand typically comes from social entrepreneurs 
who need capital to move beyond the start-up phase of their businesses. This is a 
signif cant funding gap for social enterprises, be they nonprof t or for-prof t ventures. 

 Raising capital for collaborative activities is diffcult because the benefts cannot be 
completely captured by the social enterprise. For example, highly cost-effective pro-
grams that reduce societal costs may not be captured by the public budgeting process. 

 Although social entrepreneurs may provide innovative solutions, funders of existing 
programs may not have the risk appetite to support new projects in lieu of existing 
programs. 

 The time horizon needed to address social and environmental issues may not be 
aligned with the time frames of the potential funders. Social enterprises are typically 
designed to maximize value in the long term, while investors tend to have shorter 
time horizons. While social entrepreneurs may fnd favorable donor funding, these 
public-sector and philanthropic sources can be unpredictable over time. 

 Traditional early-stage investors expect to receive an appropriate risk-adjusted return 
on their investments to compensate for the risk of start-up ventures. Given that 
mission-related impact is the goal of a social entrepreneur rather than wealth creation, 
these return expectations can be misaligned with the income generation ability of the 
social enterprise. 

 Hybrid structures can raise issues of subsidies among the public, philanthropic donors, 
and private-sector players. Philanthropic donors cannot just mitigate the risk of 
commercial investors, but need to advance their charitable goals. This sharing of the 
blended value may raise issues of public subsidy being captured by private investors, 
thus impeding the fow of capital. 

 Finally, social entrepreneurs cannot rely solely on market signals and pricing to indi-
cate to potential investors how successful they have been in achieving mission-related 
impact. 
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ESTABLISHING THE CAPITAL NEEDS OF 
THE SOCIAL ENTERPRISE 

Based on the business plan, a social entrepreneur will have a clear sense of the revenues 
and expenses from her or his enterprise and should be able to clearly defne expected 
funding needs. Before approaching potential investors, it is essential to have a clear under-
standing of the nature of the enterprise’s fnancial drivers in order to determine the appro-
priate investors and to understand the reasons a particular type of capital (grant, debt, 
equity) makes the most sense, given the business plan. 

The following questions about the fnancial drivers of an enterprise can direct the social 
entrepreneur to the appropriate capital sources ( Godeke, 2006 ; Godeke & Bauer, 2008 ; 
Godeke & Pomares, 2009 ): 

 What combination of fnancial, social, and environmental value (the triple bottom 
line) is being created in the enterprise? What opportunities and challenges exist to 
monetize this value? 

 Is fnancial sustainability a viable goal, given the social or environmental mission of the 
enterprise? Does the enterprise require a specifc amount of start-up capital to build 
operational capacity before it becomes f nancially self-sustaining? 

 What are the earned income opportunities for the enterprise? How do they relate to 
the overall revenues and expenses of the enterprise? 

 Can revenues from one type of service or tiered pricing model be used to provide 
service to further the social or environmental mission of the enterprise? 

 What are the operating effciencies to the business plan that can generate additional 
revenue or decrease expenses? 

 Does the enterprise generate suff cient excess earned income streams to repay debt? 
 What assets does the enterprise own or control which could be used as collateral to 

support debt? 
 Does the enterprise require ongoing grant subsidy because it is creating value for the 

community or public that cannot readily be monetized? 
 What are the working capital needs of the enterprise? Does the enterprise require 

bridge funding in order to operate until payments are received for the services or 
products it provides? 

 Does the enterprise project suffcient proftability to attract market-rate debt or 
equity? 

 Is equity an option for the enterprise, given the mission and legal structure? 

On the basis of a clear understanding of these fnancial and mission drivers, a social 
entrepreneur can approach the correct investors ( Godeke & Bauer, 2008 ; Freireich & 
Fulton, 2009). Social entrepreneurs seeking fnance must understand how inves-
tors will assess both their business and its social impact. In general, sectors with hard 
assets can be more readily fnanced, while other, non-asset-based sectors, such as 
human services, may need to demonstrate predictable revenues from fees if they are 
to be “bankable.” Capital tends to fow to larger, better-capitalized organizations, while 
other highly effective social enterprises may not operate at a fnancially effcient scale 
( Godeke, 2006 ). 
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UNDERSTANDING THE INTENTIONS OF INVESTORS 

Investors who seek to make investments that generate social and environmental value as 
well as fnancial returns (Freireich & Fulton, 2009) are not a homogeneous group. Differ-
ent types of investors coexist: institutional, philanthropic, or high-net-worth individuals. 
Institutional investors include public and private pension funds, insurance companies, or 
banks. Under the label “philanthropic,” one can fnd foundations and nonproft organiza-
tions that decide to make impact investments. 

RISK, RETURN, AND IMPACT 

In a well-functioning capital market, risk is inversely related to return. A major goal of 
designing and managing an investment portfolio is to maximize total return while keeping 
overall risk at an acceptable level. With the introduction of the additional dimension of 
impact, investors’ perceptions and considerations of the risk and return relationship will 
be altered. Social entrepreneurs must fnd alignment with their investors’ social or envi-
ronmental impact goals as well. Successful investors in social enterprises seek to continu-
ally tighten the link between their investment decision making and generation of impact. 

FIGURE 7.1 Risk, Return, and Impact 

Source: Impact Assets Issue Brief no. 2, Risk, Return and Impact: Understanding Diversification and Performance 
Within an Impact Investing Portfolio. 
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The social entrepreneur must understand how a potential investor’s values and mission, 
theory of change, and impact themes align with her or his own (see  Figure 7.1 ). 

VALUES AND MISSION ALIGNMENT WITH 
INVESTORS’ INTENTIONS 

For a social venture, both the values and the mission should be aligned with the intentions 
of the possible investors. Outlined below are several concerns when a social entrepreneur 
is trying to f nd the right match between the venture and investors’ goals. 

 Motivation: Understanding investor intent is key to raising capital. Investors can have 
very distinct motivations in seeking fnancial returns. While philanthropists may have 
personal connections to a particular mission, large institutions such as pension funds 
or foundations may be targeting specif c policy objectives. 

 Issues: Investors typically establish clear program and sector guidelines to prioritize 
investment opportunities. Do the social enterprise’s issues meet these guidelines? Is 
the enterprise focused on widespread global problems such as poverty, disease, or cli-
mate change, or specifc or domestic issues like literacy, local education, or affordable 
housing? Geographic choices must also be made, as well as decisions about how a 
social enterprise can best effect change—through leaders, institutions, or both? 

 Evaluation: Investors establish benchmarks to compare their investment and assess 
performance. What is the investor’s time horizon and level of engagement? What is 
their tolerance for risk? 

 Approaches: Is the social enterprise’s strategy to create impact (its theory of change) 
in alignment with the investors’ strategy? What problem is it trying to solve? Does the 
investor want to support philanthropic efforts or attract commercial capital? A social 
enterprise should understand how its own activities line up with the impact themes 
of particular investors. Some of the more common themes around which investors 
organize their activities include climate change; energy; water; community develop-
ment; social enterprises; health and wellness; sustainable development; and education 
( Godeke & Pomares, 2009 ). 

The next section elaborates on the investment decision-making process, the impact of 
which investors use when considering social enterprise investment opportunities. On the 
basis of the fnancial and impact drivers of a social enterprise, a social entrepreneur can 
determine which forms of investment are the best ft. While the most signifcant factor is 
where the investment lies on a continuum ranging from charitable grants to commercial, 
risk-adjusted capital, another dimension is the involvement level of the investor in the 
social venture. Some investors in social enterprise practice venture philanthropy, which 
applies the high involvement of venture capital to grant making. 

MISSION-RELATED INVESTMENT CONTINUUM 

The F.B. Heron Foundation pioneered the integration of mission-related investment 
across its entire asset allocation. It created a mission-related investment continuum to 
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FIGURE 7.2 Mission-Related Investment Continuum 

Source: Godeke & Bauer (2008). 

provide a framework within the Foundation’s overall asset allocation to use as a tool to 
evaluate mission-related investment opportunities. By viewing grants as part of a broader 
range of philanthropic tools available to foundations to create impact, F.B. Heron has 
been able to seek out the best agents for achieving impact in a program area, whether 
through a nonproft or for-proft opportunity. F.B. Heron has systematically built its 
mission-related investment portfolio across a range of asset classes and program areas 
while increasing the total share of mission-related investments in its endowment. This 
expansion followed a clear investment discipline and conformed to the Foundation’s 
overall asset allocation policy, performance benchmarks, and prudent underwriting 
practices (see  Figure 7.2 ). 

GRANT FUNDING 

A number of foundations, including Ashoka and the Skoll Foundation, provide seed-
stage and growth-stage grants to social ventures. The Draper Richards Foundation for 
Social Entrepreneurship, for example, provides early-stage grants of $300,000 over 
three years to social entrepreneurs. Additionally, some investment funds are aimed at 
specifc disadvantaged regions or populations. For example, the Acumen Fund, a non-
proft global venture fund based in New York, focuses on locations in India, Pakistan, 
and East Africa. Yasmina Zaidman, a spokeswoman at Acumen, says that the fund’s 
social investors or donors are not interested in reaping fnancial rewards. Instead, she 
says, “They are looking to invest in philanthropic ventures; the return they’re looking 
for is the social impact.” 
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THE IMPACT INVESTING MARKET 1 

Impact investing can be defned as “investments intended to create positive impact beyond 
fnancial return” ( JP Morgan Global Research, 2010 ). The difference between impact 
investing and philanthropy lies in the fact that philanthropy has traditionally focused 
on gifts made by individuals and organizations to beneft society and the environment, 
whereas impact investing requires a minimum of return of principal. 

Altruism, externalities (e.g., climate change), and information asymmetries all create 
opportunities for impact investors to make a difference. The opportunities for the feld 
include a growing interest among capital providers who seek diversifcation and a new 
approach to money management that enables them to also “make a difference”; a greater 
recognition of the need for effective solutions to social and environmental challenges (e.g., 
new investment opportunities); and early successes in the felds of microfnance, commu-
nity development, and clean tech. 

Impact Investor Categories: Commercial 
and Philanthropic 

Impact investors approach the question of fnancial return and impact very differently. 
Traditionally, impact investors such as US-based public pension funds have been restricted 
to making only market-rate investments because of their understanding of their fduciary 
responsibilities. Similarly, a foundation’s charitable status may drive it to make below-
market impact investments. High-net-worth individuals and families may use multiple 
avenues to pursue their impact investment objectives. The authors of an impact investing 
report by the Monitor Institute (Freireich & Fulton, 2009) coined the terms “fnancial-
f rst” and “impact-f rst” investment to describe this distinction: 

1 Financial-frst investors seek to optimize fnancial returns with a foor for social or 
environmental impact. This group tends to consist of commercial investors who 
search for subsectors that offer market-rate returns while yielding some social or envi-
ronmental good. These investors may be driven by fduciary requirements, as in the 
case of pension plans. 

2 Impact-frst investors seek to optimize social or environmental returns with a fnancial 
foor. This group uses social or environmental good as a primary objective and may 
accept a range of returns, from principal to market rate. This group is able to take a 
lower than market rate of return in order to seed new investment funds that may be 
perceived as higher risk or to reach tougher social or environmental goals that cannot 
be achieved in combination with market rates of return. 

When one looks across the universe of impact investors, it is important to keep this 
distinction in mind in order to understand the investment opportunities that specifc 
impact investors will pursue. However, investors may also make both fnancial-frst and 
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FIGURE 7.3 Impact Investor Categories 

Source: Freireich & Fulton (2009). 

impact-frst investments. This clear separation between fnancial returns and impact may 
be less appropriate for investors who use a broader, more integrated approach, including 
both fnancial and nonfnancial factors, when evaluating their investment opportunities 
(see  Figure 7.3 ). 

HYBRID TRANSACTIONS, PUBLIC–PRIVATE 
PARTNERSHIPS 

In some cases, investors with diverse goals can co-invest in hybrid transactions.These hybrid 
structures enable social entrepreneurs to customize their capital structures while also 
refecting the preferences of specifc investors regarding risk, return, and impact. For exam-
ple, development fnance banks such as the IFC (International Finance Corporation) may 
co-invest with private investors and philanthropists. Such structures can even attract agnos-
tic, commercial capital into impact investment opportunities. However, the negotiations 
among these parties can slow deal closings and increase costs. Nevertheless, it is through 
these risk-sharing mechanisms that hybrid structures can create additional value for social 
entrepreneurs by improving the terms and increasing the amount of available capital. 

FINDING THE RIGHT FORM OF INVESTMENT 

On the supply side of the impact investing market are the investment opportunities that 
social entrepreneurs offer to potential investors. As is stressed by Emerson, Freundlich, 
and Berenbach ( 2007a , p. 5), “the current landscape of capital for social enterprise is 
somewhat ill-formed”: there is very little focus on the risk-taking expansion capital needed 
by social enterprises, whether nonprofts or for-profts. These authors review in detail the 
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instruments currently available in the nonproft capital market and the challenges linked 
to their use by social enterprises. For instance, social enterprises using private equity might 
put their mission at risk because most equity investors remain proft-seekers. Social ven-
tures’ capital funds are quite restrictive in that they target conventional market rates of 
return and focus on industries with inherent social benefts, such as environmental tech-
nologies or microfnance. Foundations can invest their endowments, or nonproft orga-
nizations (e.g., the Acumen Fund) can invest their fund balances in social enterprises 
through program-related investments (PRIs) when prioritizing a social purpose and only 
secondarily expecting fnancial returns. When it comes to debt—money loaned at a stated 
interest rate for a fxed term of years—different types of debt fnancing are available to 
social entrepreneurs. Among them, traditional banking institutions provide (1) business 
loans (more readily accessed by for-proft social enterprises), and (2) loans that qualify for 
CRA (Community Reinvestment Act) 2 credits (nonproft social enterprises may access 
these low or zero-interest loans); equity-like capital (for nonprofts) takes the form of 
a subordinated long-term loan, and investors are more focused on social value creation 
versus fnancial value creation. Finally, grants from governments, foundations, and corpo-
rations have the advantage of requiring no fnancial repayment ( Godeke, 2006 ; Godeke & 
Bauer, 2008 ; Godeke & Pomares, 2009 ). 

Many different ways have been used to represent the different investment vehicles that 
could suit social enterprises. Continuum models have been used with different variables, 
such as the percentage of social vs. fnancial returns—thereby falsely suggesting that one 
needs to be sacrifced for the other, the risk-adjusted rate of return compared to the mar-
ket rate, or the level of fnancial risk. Others have mapped the investment vehicles along 
two axes, such as commercial to charitable and high to low involvement ( Westlund & 
Bolton, 2003 ), or commercial to social enterprise and the stages of enterprise develop-
ment ( Emerson, 2000 ; Emerson & Spitzer, 2007 ). 

Besides these rather traditional fnancing vehicles, diverse impact investment opportu-
nities are emerging across multiple asset classes that provide investors with market-rate 
investments, or substantial social impact, while still generating positive fnancial returns 
( Bridges Ventures and the Parthenon Group, 2009 ). The expansion into new asset classes 
is helping to broaden the reach of impact investment, while allowing investors to diversify 
across multiple asset classes. Moreover, the perception that impact investment necessitates 
accepting sub-market-rate returns is eroding as impact-frst funds demonstrated that they 
could also generate market-rate returns. This evolution could be explained by behavioral 
fnance principles. 

Behavioral fnance tells us that both investors and social entrepreneurs deal with the 
real-world complexity of fnancial markets by relying on heuristics versus traditional 
fnance that uses models in which people are self-interested and rational. Evidence from 
psychology, economics, and fnance indicates that both assumptions are unrealistic and 
that people can instead be altruistic and less than totally rational. As a consequence, inves-
tors and social entrepreneurs are subject to behavioral biases that can cause irrational 
fnancial decisions. Unrealistic conditions and the presence of externalities, public goods, 
and imperfect information can lead to market failures. 

While the bulk of non-grant investment into social enterprises will be in the form of 
impact-frst and fnancial-frst structures, there is a range of tools, as discussed below, that 
investors can use to generate impact across their publicly traded as well as private market 
investments ( Godeke & Pomares, 2009 ). 
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PUBLICLY TRADED AND PRIVATE MARKET INVESTMENTS 

Active Ownership Strategies 

As a long-term owner and fduciary of holdings in publicly traded securities, an inves-
tor has the ability to infuence corporate behavior and further her or his desired impact 
through proxy voting, shareholder resolutions, and informal shareholder engagement with 
the corporate management of the companies held in a portfolio. Many companies have 
changed their policies and practices on a host of issues important to impact investors, not 
only because of market forces but also because their shareholders demanded change. 

Screening 

Screening is the practice of buying and selling publicly traded securities based on the 
evaluation of impact criteria that refect personal or institutional values. An investment 
decision may be to avoid certain companies (negative screening) or to support particular 
companies (positive or best-in-class screening). The ultimate goal of screening is for the 
portfolio to refect the investor’s values and mission, mitigate risks, and use investment 
capital to encourage or discourage specif c corporate behaviors. 

Impact-First Investments 

Impact-frst investments can be made by foundations as well as public-sector and high-
net-worth impact investors. Some impact investments made by US foundation impact 
investors are categorized as program-related investments (PRIs). 

Financial-First Investments 

Financial-frst investments create a risk-adjusted rate of return in addition to creating spe-
cifc desired outcomes. For example, public and private pension funds, along with insur-
ance companies and other institutional investors, are increasingly seeking to attract capital 
to underserved urban markets and build assets in low-income communities. These pro-
grams target fnancial-frst returns against established fnancial benchmarks in addition to 
generating social and environmental benef ts. 

Guarantees 

Guarantees are another important tool impact investors use to mitigate the credit risk 
created by an organization when it receives a loan from a bank or other lending insti-
tution. Investors can use their assets as collateral to provide security (guarantee) to an 
organization based on this collateral. Unlike other impact investments, a guarantee may 
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not require upfront deployment of cash by the impact investor. Through guarantees, an 
investor can create more impact by leveraging her or his guarantee with additional capital 
from other investors. 

These tools and tactics, as displayed in Table 7.2 , can be used across a range of invest-
ment asset classes and impact themes. Table 7.2 outlines some of the investment opportu-
nities available to impact investors. 

WHO’S WHO IN INVESTING AND FUNDING 

Financial Institutions 

Banks can provide commercial as well as low-interest rate loans to social enterprises. 
Because of the regulatory requirements of the Community Reinvestment Act, com-
mercial banks in the United States are required to lend into low-income communi-
ties. Sectors of particular interest to banks are community development, health care, 
and education. Many community development fnancial institutions, such as the 
Nonproft Finance Fund, pool together various sources of funding, such as donations 
from wealthy individuals, foundations, fnancial institutions, and corporations. These 
funds differ from regular investment funds as they generally anticipate lower than 
market-rate returns. Their larger motive tends to be advancing social causes ( Godeke & 
Pomares, 2009 ). 

Angels and Venture Capitalists 

For-proft social enterprises can seek out cash infusions from angel investors or venture 
capitalists (VCs) who have a social bent. These investors typically want market-rate 
returns in exchange for their fnancial support. They are partial to entrepreneurs with 
plans to do good in the world—and they are usually willing to wait a little longer than 
traditional angels or VCs to reap returns. For example, the Investors’ Circle, a network of 
angel investors and VCs, says it invests “patient” capital in companies that address social 
and environmental issues. 

Of course, any entrepreneur who works with an angel or a VC gets more than money. 
Angels and VCs work closely with entrepreneurs to shape the company, sometimes tak-
ing board seats or management positions. A social angel or VC isn’t any different, but will 
work within the social enterprise’s mission to eke out market-rate returns, says David Berge, 
founder and managing member of Underdog Ventures, a social venture capital frm in Island 
Pond, Vermont. “A social VC is going to be predisposed to like what you’re doing,” he adds. 

Corporate Social Responsibility and 
Corporate Citizenship 

Corporations can be good partners for a social enterprise if the impact goals are aligned. 
Corporations support social entrepreneurs through grants from their corporate foundations 
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or through their operating divisions, which may see a social enterprise as an opportunity 
to innovate or to reach a new market. For example, Muhammad Yunus of the Grameen 
microfnance bank entered into a partnership with Groupe Danone, the French food giant, 
to produce healthier yogurt in Bangladesh.The business was structured as a social business 
in which Grameen and Danone agreed to reinvest all of the profts back into the yogurt 
operations after their initial investment was repaid ( Yunus, 2007 ). 

DIRECT VERSUS FUNDS STRATEGY 

The decision to make direct investments and/or to utilize funds and other types of inter-
mediaries is a critical step in the execution of an impact-investing strategy. The decision 
to utilize a direct and/or fund-driven approach may be a function of impact themes and 
desired level of engagement in the investment process. For example, in the impact themes 
of affordable housing and microfnance, there is a wide range of funds through which an 
investor could invest. In other sectors, investors may have to work to create and seed such 
funds or look to investment opportunities with secondary or tertiary effects related to a 
primary impact theme (e.g., the impact on health through a microfnance investment). 
The due diligence process will differ between direct investment and funds as well. 

Focusing on initiatives at the bottom of the pyramid, the Monitor Institute’s report 
(Freireich & Fulton, 2009) argues that overcoming the barriers to scale includes efforts 
beyond the actors directly implementing market-based solutions, namely, commercial 
investors, impact investors, traditional philanthropists, and large corporations (p. 115). 
Actions to increase the odds of success of smaller social enterprises precisely include mak-
ing capital available in “smaller, more patient, and fexible chunks” (p. 116), pointing to 
the key role of impact investors. 

STRUCTURAL CHALLENGES FOR IMPACT INVESTING 

Launching and investing in social ventures create unique challenges for both the social 
entrepreneur and the investor. Ineffciencies in raising capital due to a lack of commonly 
defned performance metrics measuring the capital and social return on investment along 
with inadequate information fows between the investor and the entrepreneur are often 
cited as key challenges ( Emerson & Bonini, 2003 ). As the executive director of one global 
social venture investment fund observed, 

[S]ome social investors assume they are seeking competitive fnancial returns, 
and believe that screening investments into publicly traded stocks and bonds is 
suffcient˛.˛.˛.˛others are willing to put their principal at risk, seeing some return 
as being a net positive over straight philanthropy. 

(Berenbach, cited in  Emerson & Bonini, 2003 ) 

Indeed, Emerson et al. ( 2007a ) highlight the different sources of capital available for 
social investing, including market-rate capital (socially screened funds), near-market-rate 
capital (social and community development venture capital), and capital that does not 
yield a return (strategic philanthropy). The impact-investing industry still suffers from 
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ineffciencies that limit its impact. The challenges it faces include the lack of effcient 
intermediation, which implies high search and transaction costs, fragmented demand and 
supply, complex deals, and underdeveloped networks. 

PATIENT AND GROWTH CAPITAL 

Moving beyond seed funding is diffcult since “the core of social enterprise activity falls 
outside the conventional defnition of market-rate, risk-adjusted returns” ( Emerson 
et al., 2007a , p. 5). Therefore, new forms of growth or expansion capital are needed such 
as equity or equity-like capital forms, besides traditional nonproft fnancing (grants, 
fund-raising, and limited use of debt) and for-proft fnancing (market-rate private equity 
and debt). Indeed, the former is available to cover start-up requirements but not subse-
quent organizational expansion, whereas the latter seeks a full, conventional market rate 
on ROI that social enterprises are not able to offer. As a consequence, the dearth of growth 
capital and risk-taking capital makes it as competitive and scarce as early private equity is 
for for-prof t ventures ( Emerson et al., 2007a ). 

As a consequence, the type of capital demanded by these social entrepreneurs must be 
long-term and risk-tolerant. Overholser ( 2006 ) stresses the need for growth capital so that, 
once it is scaled, the enterprise can be sustained, and for expansion capital in cases where 
the enterprise needs to replicate the program across cities and regions. By defnition,“growth 
capital is used to build the means of production,” and as an initial catalyst it “covers the 
defcits a frm incurs en route to sustainability.” When focusing on nonproft social enter-
prises only, Overholser explains the failure of the market for “nonproft growth capital” by 
the missing distinction between building an enterprise and buying from an enterprise. His 
main argument is that the commingling of investments and revenues in standard nonproft 
accounting makes it very diffcult to determine whether take-off has been achieved. As a 
consequence, investors are left in the dark as to the outcomes of their investments. 

Similarly, the notion of patient capital refers to “money that pays the bills while an orga-
nization learns to fend for itself” ( Overholser, 2006 ). This role is comparable to the role 
flled by equity investors in the for-proft sector. As is stressed by Emerson et al. ( 2007a ), 
social investment opportunities need a new kind of capital, which must be patient but also 
bear risk: there is often “a premium for doing good” that philanthropically minded stake-
holders will accept more readily than more conventional investors might do. Overholser 
concludes by arguing that raising the money during the journey and not before is one of 
the main reasons why nonprof ts rarely reach their potential. 

THE INVESTMENT DECISION PROCESS 

When it comes to the investment decision process, one size does not ft all. In a survey 
aiming at realizing the potential of the impact investing market, it was shown that there 
exist six segments of investors who have different priorities and motivations ( Hope Con-
sulting, 2010 ). Those in the frst group consider safety as a primary decision criterion, so 
that fnancial return on investment predominates over social benefts. Second, the “socially 
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focused” frst support the causes that are important to them. Those in the third group of 
investors attach a lot of importance to the quality of the organization, meaning a strong 
business model and a good track record. The last three groups consist of the “hassle-free,” 
who do not want to get overly involved; the investors who personally belong to the 
social entrepreneur’s social network; and, fnally, “skeptic” investors are not interested in 
blending social and fnancial value creation and prefer keeping their charitable giving and 
fnancial investment separate. According to the study results, these frst three segments 
control more than three-quarters of the current and future impact investment market. 
And despite their differences, each segment (except the skeptics) prioritizes the same fve 
barriers, which all relate to the immaturity of the market, and not the social or fnancial 
qualities of the investment opportunities. The f ve barriers are: 

1 lack of track record; 
2 I don’t know where to f nd them; 
3 I don’t see advisors recommending them; 
4 limited advice available; 
5 insuff cient ratings/benchmarks. 

THE DUE DILIGENCE PROCESS 

After an initial review the impact investor will complete a full review of the fnancial 
statements of the social enterprise and other relevant organizational materials as well 
as project-specifc documentation, such as projections and business plans ( Godeke & 
Pomares, 2009 ) (Figure 7.4). A clear assessment of the quality of the management team is 
a key element of the due diligence. The due diligence process for impact investments also 
needs to consider potential “impact risks” and their mitigation. Careful consideration of 
the mission alignment of the management will be crucial. 

The following are some due diligence questions to be asked in relation to impact 
investments: 

 What is the impact investment thesis for this opportunity and how does it further 
specif c impact goals? 

 Is this a f nancial-f rst or an impact-f rst investment? 
 Who are the principals involved in the investment? 
 Does the transaction leverage other sources of capital? 
 What are the impact and f nancial risks and how are they distributed? 
 Will this investment enable a project to happen that otherwise would not? 
 Are there behavioral f nance aspects to consider? 
 Does the investment raise reputation or policy issues? 
 Where would this transaction f t in an overall asset allocation? 

Impact investors such as the KL Felicitas Foundation have developed due diligence pro-
cesses through which they jointly assess the investment returns and social or environmental 
impacts to determine whether a particular opportunity meets the Foundation’s investment 
policy statement requirements and impact and fnancial performance benchmarks. 
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INVESTOR INTENT 

Financial First Impact First 
optimal financial return optimal social and/or 

AND environmental impact 
acceptable social and/or AND 

environmental return acceptable financial return 

PASS 

PASS PASS BENCHMARKING/REPORTING 

Competitive risk adjustment rate Acceptable social and/or 
of return financial benchmark environmental impact 
for asset class and/or strategy performance metrics 

AND AND 
acceptable social and/or predetermined financial 

environmental impact objective and/or assumed 
performance metrics financial return 

* Program-Related Investment (PRI) consideration for US foundations 
** Noted to Investment Policy Statement if PRI for US foundation 

FIGURE 7.4 Due Diligence Processes 

Source: Godeke & Pomares ( 2009 ). 



 

 

 

  
 

  
  

 

 
 

 

 
 

 

   

  

  

  
  

   

 
 

 

  

   
 

 

Funding Social  Ventures 169 

BUILDING PARTNERSHIPS TO CREATE IMPACT 

Successful impact investing is based on moving beyond a false assumption that social 
entrepreneurs and investors must choose between social and environmental impact  or 
f nancial return. Specif cally, both entrepreneurs and investors can benef t from: 

 optimizing for environmental and social impact  and applying the rigor of investment 
management tools; 

 embracing new business models  and adhering to recognized f nancial theory; and 
 expanding the scope and scale of philanthropic capital  and maintaining adherence to 

f duciary responsibilities. 

By considering investors as partners in the creation of meaningful impact rather than just 
funding sources, social entrepreneurs can build more scalable and effective enterprises. 
When raising capital, social entrepreneurs need to fnd appropriate investors who are not 
only providing funds but also can bring a range of resources to the enterprise. By under-
standing the fnancial and impact drivers of her or his enterprise, a social entrepreneur can 
seek out the right partners. 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 What are the two types of capital that social entrepreneurs have traditionally used to 
fund their enterprises? How are these sources evolving? 

 2 What are some of the barriers social entrepreneurs face when raising capital which 
traditional entrepreneurs do not have? 

 3 What drivers of a social entrepreneur’s business plan would lead to grant funding? 
Debt? Equity? 

 4 How can impact be integrated into a risk/return framework? 
 5 What is impact investing? What are the two most important impact investing 

categories? 
 6 What distinct roles can fnancial institutions, corporations, and angel investors play in 

raising capital for social enterprises? 
 7 What new investment forms are needed for social enterprises? 
 8 What is due diligence and how is it done? 

VOICES FROM THE FIELD 

A New Approach to Microfinance 

Since the pioneering origins of Grameen Bank over three decades ago, microfnance has 
grown into a formidable industry. While the sector has been showered with praise for 
its contribution to ending the cycle of poverty, it has also been attracting its share of 
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controversy. Muhammad Yunus’ vision of microfnance was to break the cycle of poverty 
by lending to the poor for small businesses that were not serviced by the existing banking 
infrastructure. In his experience, because of their lack of any other option, the poor were 
being exploited by loan sharks who charged up to 10 percent interest per day. Grameen 
would change all that by offering micro-loans at a tiny fraction of that interest rate. In 
order to scale the model, Grameen offered one simple loan product, which required equal 
weekly repayments over ffty-two weeks.This way, loan offcers could physically collect all 
payments from a village with one weekly visit. Grameen dealt with collateral by requiring 
loans to be “guaranteed” by four other residents of the village. 

This was called the joint liability model, which essentially relied on peer pressure to 
ensure high repayment rates. Indeed, the model scaled well, and by 2008 there were 
more than 3,000 microfnance institutions with over 150 million customers and an esti-
mated $30 billion in outstanding loans. Most of these institutions have simply applied the 
Grameen model to their respective markets. However, with its success and high returns 
has also come much criticism. Some claim that micro-fnance is creating a debt trap for 
the poor. Others believe the interest rates being charged are still too high (typically over 
20 percent per annum). In addition, with all the fever behind the industry, it has attracted 
its share of unscrupulous players, some of which are simply cheating poor borrowers. 

As with any kind of lending, there is no question that microfnance can be effective and 
has uplifted societies in all parts of the world. The problem, as with any fnancial product, 
is when it is used in excess. It is not uncommon these days to fnd households with micro-
loans from multiple institutions, using one loan to pay off another. It is also important 
to recognize that the Grameen model has its limitations. For one, there is no real way to 
assess the viability of businesses that it funds. As an example, it would not be unusual to 
fnd a multitude of cigarette shops in a small village, all funded through microfnance. In 
addition, with a weekly repayment cycle, the model entirely ignores the agricultural sec-
tor, where the timing of repayment must match the harvest cycle. In countries like India, 
this means ignoring 60 percent of the population. 

Recognizing the need for a modifed approach, BASIX was set up in Hyderabad in 1996 
by the social entrepreneur and visionary Vijay Mahajan. BASIX is a livelihood promotion 
institution with three essential legs to its business: fnancial services, agricultural/business 
development services, and institutional development services. Unlike most of its peers, 
BASIX wraps micro-lending with an array of services to enhance the sustainability of the 
businesses that it funds. BASIX also offers a variety of loan products in order to cover 
the agricultural sector as well. Services that BASIX offers include an advisory service for 
agricultural yield enhancement, value chain growth, improving access to suppliers and 
customers, formation of federations and cooperatives, and accounting and management 
systems. Such a variety of offerings does call into question the ability of an organization 
to scale. However, after fourteen years, BASIX has over 1.5 million customers in six-
teen states in India. This makes it the fourth-largest microfnance institution in India and 
among the top ten in the world. 

BASIX’s involvement with cotton farmers in the Adilabad district of Andhra Pradesh 
provides a unique insight into what makes it stand apart. Starting in 1996, BASIX began 
extending micro-loans to groups of cotton farmers in the district. Simultaneously, it began 
an extensive study of the cotton sector in the region. The study uncovered a number 
of issues. Farmers were overusing pesticides, causing signifcant soil depletion and yield 
loss. They were also being taken advantage of by commission agents. These agents would 
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extend credit to farmers for pesticides and fertilizers, but under the condition that farm-
ers sell their crop to them at lower than market prices. BASIX began by establishing a 
collaboration with the Andhra Pradesh Agricultural University to apply new integrated 
pest management (IPM) techniques on several farms. This brought down the cost of 
pesticides from Rs. 750 per month per acre to just Rs. 75, immediately removing the 
shackles that the agents had on the farmers. Having built trust with the farming commu-
nity, BASIX then embarked on helping them organize into cooperatives to improve their 
buying and selling power. Today, the district has over twenty cotton cooperatives, and 
operating margins on individual farms have improved by up to 10 percent. One coop-
erative, Koutla-B, has eighty-three members and generates Rs. 120 million in revenues 
and about Rs. 1 million in net profts annually. With its accumulated returns, the cooper-
ative has since installed a price display terminal in the village and recently inaugurated a 
Rs. 1.1 million ginning factory to convert raw cotton to tradable bales. In 2005, the presi-
dent of the cooperative was awarded the Fellowship Award for Rural Prosperity by India’s 
president, Dr. A. P. J. Kalam. 

Over the years, BASIX has developed vertical knowledge in cotton, groundnuts, dairy, 
soybean, pulses, and vegetables, and has applied similar models to enhance livelihood in 
these sectors. While its approach takes longer to realize returns, the BASIX model fosters 
the creation of high-margin, high-growth businesses with exceptional loyalty—the kind of 
customers any institution would yearn for. The effort involved is high, but it is certainly a 
powerful new approach to microf nance where everyone can win. 

Source: Hans Taparia, on March 16, 2010 (used with permission). 

VOICES FROM THE FIELD 

Funding Social Ventures: Approaches, 
Sources, and Latest Perspectives 

Founded in 2002, Bridges Ventures is an innovative UK investment company that deliv-
ers both fnancial returns and social and environmental benefts. It currently has four 
funds: Ventures Fund I and II, the Social Entrepreneurs Fund, and a Sustainable Property 
Fund. The company has grown over the past eight years from the frst £40 million fund 
to approximately £150 million under management. The following is an interview with 
Antony Ross, executive director of Bridges Ventures. 

Q: Could you please give a bit of background about the Social Entrepreneurs Fund? 
The Social Entrepreneurs Fund was launched in November 2008 by Bridges Ventures to 
address the funding gap often faced by fast-growing social enterprises looking to scale. The 
fund has so far raised £9 million for investment and focuses on scalable social enterprises 
that deliver high social impact whilst operating with a sustainable business model. Inves-
tors include foundations from the fnancial sector, private donors, the National Endow-
ment for Science, Technology and the Arts (NESTA), and the Offce for Civil Society. 
Additionally, the social enterprises that we invest in have the opportunity to beneft from 
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consulting advice from Monitor Group to help them reach scale. Bridges Ventures also 
works closely with UnLtd, the Foundation for Social Entrepreneurs, to help social entre-
preneurs seeking funding to become investment-ready. 

Q: What was the inspiration behind the Social Entrepreneurs Fund? 
The idea behind the fund was to bridge the funding gap that social entrepreneurs face as 
they look to scale and match them with those in the investment community that recog-
nize a broader agenda exists than just maximizing shareholder returns. There are a suff-
cient number of investors who want to focus on maximizing social impact, even though 
their return would not be as high as [is offered by] traditional equity investments. As 
experienced fund managers, we aimed to match the opportunities investors look for with 
social enterprises that need cash. We identify and structure deals for investors and provide 
capital and hands-on support to the enterprises with funding. 

Q: What are the criteria for selection? 
The Bridges Social Entrepreneurs Fund invests in social enterprises based in England that 
have: 

 a clear social mission; 
 a robust business plan that ideally follows strong historical revenue growth; 
 the ability to grow to scale and increase their social impact; 
 a f nancially sustainable model; 
 the ability to generate surpluses to repay f nancing; 
 a strong management team with considerable experience in the business and ideally a 

passion for social enterprise. 

Q: Could you describe the investment process the Social Entrepreneurs Fund employs? 
How does the process differ for the Social Entrepreneurs Fund? In other words, how does 
funding a social venture differ from funding a regular venture? 
We are similar to any VC in that when analyzing the business, we look at its model of 
sustainability. Our investment process is very similar to the ventures funds’ process. The 
general process is to examine business plans as they come into our offce and review the 
fnancial model if available. We look to see if the business model is sustainable and if 
social impact is made. We then make the decision whether to take it forward and meet 
the team. If deciding after meeting with the team that we would like to progress, we 
will develop a proposal to take to our frst investment committee to gain their approval, 
and begin due diligence. After due diligence has satisfed any outstanding questions 
we may have and we would like to invest, we take the deal to our second investment 
committee to get fnal approval before confrming the deal with the entrepreneur or 
business. 

Our model is slightly different compared to our ventures fund, which looks frst to see 
if [a proposal] meets its location or sector criteria and then looks to maximize returns in 
that business. Rather, we look to see if the business model is a ft and how social impact 
can be maximized. The question we ask is: As the business grows, will its social impact 
grow? Is it truly a social enterprise? For example, asking an entrepreneur about how they 
plan to exit often highlights the difference between a proft-maximizing business and 
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a social enterprise. If the choice of buyer is between someone who offers a lower price but 
intends to continue the mission versus a corporation that pays a much higher price but 
is unlikely to grow the business, the decision to sell varies depending on the objectives of 
the business. 

Additionally, part of our objectives for the fund was to share learnings in this space. We 
have advisory meetings three times a year to share learnings and hope to see more funds 
like these set up in the future so that social investment can become its own asset class. 

Q: What is the size of the investment and how is it structured? 
Each investment made by the fund will be up to £1.5 million, structured as a fexible and 
tailored investment, usually in the form of quasi-equity, and repayable, with an appropri-
ate return, through the social enterprise’s trading activities. We invest in both early-stage 
and development capital. 

We tailor each investment to ensure that it fts the needs of each particular social enter-
prise, while also allowing the Social Entrepreneurs Fund to make a reasonable fnancial 
return to demonstrate a sustainable funding source for social enterprises. We work closely 
with the social entrepreneurs we support to help them realize their ambitions and maxi-
mize their social impact. 

Recipients of the fund beneft from the equity-like structure, which differs from loans 
schemes or a pure equity structure where a social venture may suffer loss of control and 
mission drift if goals are different. The Social Entrepreneurs Fund offers fexible struc-
tures, such as subordinated debt with royalty payments that rise with revenue. 

Q: What is the most signif cant challenge you have faced as a fund? 
The size of our fund is £9 million, which will allow us to make a couple of deals a year 
for the fund. The challenge is fnding enough sustainable social enterprises to invest 
in. Many have a valuable social mission, but few have a solid business model. The cap-
ital exists in this space, but more social enterprises need dynamic leadership with a 
sound, sustainable fnancial model. The investor appetite exists, but the sector needs 
more dynamic leaders and role models. Many of the social enterprises we see want to 
remain focused on the local community and lack the visionary leadership necessary to 
grow the business. As the fund grows and the social enterprise sector evolves, the fund 
could potentially start backing incubator businesses that are looking to fll a need, often 
in the healthcare or education space, and that address a local requirement, rather than 
businesses that have sprung up organically. 

Q: Can you give an example of one of your investments? 
HCT is a community transport business that employs close to 500 employees and rein-
vests its profts to fund local transport services for the mobility-impaired, and provides 
training programs for its employees and others interested in a career in the bus industry. 
What makes HCT unique as a transport company in London is that it aims to reinvest 
30 percent of the prior year’s profts into community transport and education projects 
in the local areas in which it operates, primarily in east London. The surpluses also fund 
the delivery of relevant training programs for the unemployed or those with low or no 
formal qualifcations, over and above requisite training for HCT’s own staff. In addi-
tion, HCT delivers a social impact intrinsic to its business model, including saving car 
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journeys through the use of buses and of community group transport, and paying a high 
proportion of the wage bill to employees in disadvantaged areas due to the location of 
its depots. 

Q: What are some of the challenges you see social enterprises facing in this current 
climate? 
Currently, there is a gray zone as to where social enterprises ft. They are neither a strictly 
commercial venture nor a charity. The sector is still very much in its incubator stage, but 
for the sector to evolve, social enterprises need to be recognized as [having] a different 
status by the government, thus allowing them to benef t from tax reductions. 

The sector also needs to properly brand itself so investors, employees, and customers 
know that this space represents a massive opportunity. Similar to how the Fairtrade logo 
exists, in the future there’s potential for a recognized Social Enterprise mark. 

In addition, the sector needs to grow suffciently to gain critical mass. If you look at 
all successful entrepreneurial areas, for example, Silicon Valley, or the area around MIT 
or Cambridge, there is a supportive ecosystem in place where risk is encouraged and 
opportunities exist should one venture fail. These “clusters” both provide support and an 
infrastructure, and alleviate risk by providing other companies to work at if a venture is 
unsuccessful. 

Social enterprises will also need to attract and pay for talent. The sector is benefting 
from professionals who have established themselves in their chosen feld and have decided 
to make a switch to the social sector. 

Q: What is your vision for the Social Entrepreneurs Fund and the social enterprise 
sector? 
Ideally, I would like to see the overall social enterprise sector grow so that we as a 
fund can back the best social enterprises and be a key contributor in growing the social 
enterprise space. We want to pick the best business in each space, so they become role 
models in each of the spaces and encourage further growth. One of our objectives is to 
back enough successful social enterprises so that people recognize the social enterprise 
model as real and material. We have the potential to make a contribution to growing 
this new corporate model, operating with a broader stakeholder agenda than to purely 
maximize prof t. 

We also have an opportunity as a fund to make a contribution to growth of this market. 
As this market grows, more funds will spring up, thus funding further social enterprises. 
I wouldn’t be surprised if in the long run our fund became a European fund rather than 
a UK fund. 

About Antony Ross 

Antony has over twenty years of private equity investment experience in a wide range of 
businesses from early-stage development opportunities to later-stage management buy-
outs. He is responsible for the Bridges Social Entrepreneurs Fund.Antony studied mechan-
ical engineering at Bristol University and has an MBA from London Business School. He 
is a Teaching Fellow in Entrepreneurship at London Business School. 
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Case Study 7.1 

Polititoons Inc., 2018 3 

Calista Martin was waiting to board the Bangkok-to-Sydney flight when, much to her surprise, she 
saw Cordelia Lear at the ticket counter. Calista and Cordelia had met in the Master of Science 
in Social Entrepreneurship (MSSE) program at the University of Southern California’s Marshall 
School of Business and had kept in touch over the years. They managed to get adjoining seats 
with the idea of spending the next 12 hours or so catching up. 

Calista had developed a strong reputation as a highly efficient and successful senior manager 
in the e-commerce division of a major venture capital and consulting firm with experience that 
ranged from start-up dot.coms to some of the major web-based companies in the social innovation 
world. Cordelia had worked for a number of major news services and political action committees 
(PACs) in a variety of positions. Both Calista and Cordelia recognized the power of the internet 
and social media as major distribution channels for political, social, and cultural commentary. 

At Marshall, Cordelia and Calista had always thought that they should start a fee-based 
e-commerce company that would sell copyrighted political and socially relevant cartoons on DVDs as 
well as copy-protected downloads. These cartoons usually appear on the editorial pages of media 
outlets. Cordelia knew that over 200 million commercially designed cartoons and images were down-
loaded every week. Accordingly, Calista and Cordelia were confident that a segment of the market 
existed that would be willing to pay a small fee to compensate both the artist and the publishing company. 

With Cordelia’s connections in the news industry, she was confident that she could obtain 
the rights from a number of major newspapers and media outlets to sell individual images that 
could be combined with similar visuals from differing artists and outlets. For the DVDs, the buyer 
would be able to mix and match various images imprinted on a single DVD. Calista and Cordelia 
believed that archivists, academics, educational institutions and PACs would form the greatest 
proportions of their customer base. 

Over the South Pacific that evening, they decided to follow their dreams and start a company 
that they hoped would make them millions. The following days were a whirlwind of exciting work. 
Cordelia and Calista both quit their jobs and began to build their company. The following trans-
actions occurred during this time: 

 Calista liquidated her 401(k)-retirement plan and Cordelia sold various investments as they 
contributed $500,000 each to start the company. Calista and Cordelia each received 
200,000 shares of Polititoons Inc (PI) common stock. 

 PI borrowed $600,000 from Bank of the West payable in equal amounts over three years 
with a 5 percent interest rate. The bank also required that both Calista and Cordelia co-sign 
the loan and provide personal guarantees. 

 PI leased a multi-room office in downtown Los Angeles for one year. The monthly lease pay-
ments were $36,000 with the first three months paid at signing. 

 PI purchased a computer system and related hardware and software for $800,000. PI paid 
$500,000 with the remaining balance to be paid within six months. 

 PI hired Web Designers, Inc. to create the internet web site for $700,000. PI paid $500,000 
initially with the other $200,000 due in one month. 

 PI ordered 60,000 blank, i.e., recordable, DVDs and related materials for recording the 
customer’s selected images. The DVDs cost $30,000 and PI expects delivery in one week. 

 PI entered into option agreements with three major media companies. 4 Each option agree-
ment cost $40,000. The option agreements allow PI to subsequently purchase the rights to sell 
the media companies’ images for an annual fee of $400,000 payable at the beginning of 
each year. The purchase contract stipulates a royalty payment schedule for each image sold. 
The option agreement must be exercised within six months from the date of signing. 



 
 

   

  

 
  
  
   

  
 

  

   

  

 

Assets Liabilities and equities 

Cash $ 372,000 Accounts Payable $ 500,000 
Office Lease 108,000 Notes Payable 600,000 
Option Agreement 120,000 
Equipment and 800,000 Common Stock 1,000,000 
Software 
Web site 700,000 Retained Earnings 
Total Assets $ 2,100,000 Total Liabilities and Equities $ 2,100,00 
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Table 7.3 shows the pre-launch balance sheet which is based on the transactions described 
above. 

Table 7.3 
Polititoons Inc., Pre-Launch Balance Sheet, 2018 

Cordelia and Calista knew that to be successful they would need the backing of a venture capi-
tal fund such as the Brittingham Social Venture Fund. Calista and Cordelia had a small advantage 
since the Fund was an outgrowth of the Marshall School of Business. Such funds generally would 
not invest less than $1 million and would likely insist on at least a 50 percent ownership. To get the 
money needed as soon as possible, Calista knew that to be of sufficient interest, their firm would 
have to show at least $500,000 in forecasted operating income and that it would be necessary 
to provide pro forma statements including: 

 a balance sheet listing the pre-launch assets, liabilities and equity (Table 7.3); 
 a pro forma income statement for the first year of operations; 
 a balance sheet at the end of the first year of operations; and 
 a statement of cash flows for the first year of operations. 

In preparing the pro forma financial statements, Calista and Cordelia projected the following 
(summarized) events to occur during the first year of operations: 

1. PI exercises the option agreement with the three companies. PI pays the initial $400,000 
to each company in return for the downloading rights to electronic versions of their image 
libraries. Upon exercise, the option agreements are deemed to be ‘expired.’ The agreement 
calls for the annual fees to be paid at the beginning of each year. This contract expires after 
ten years; however, failure to pay the annual fees voids the contract immediately. 

2. Approximately 500,000 customers are expected during the first year to buy a DVD with an 
average of twelve images. Plus, Calista and Cordelia expect to sell 10,000,000 one-time 
downloads. The image sales are broken into three price ranges. For the most recent releases 
by the most popular artists (Category 1)—$0.80 per image; for older, but still relevant, car-
toons (Category 2)—$0.50 per image; and all the rest (Category 3)—$0.20 per image. The 

https://3)�$0.20
https://2)�$0.50
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expected distribution of the images for the DVDs and downloads purchased is 70 percent 
at $0.80, 20 percent at $0.50, and 10 percent at $0.20. Because payment is made elec-
tronically at the time of purchase, Calista and Cordelia do not expect to have any significant 
accounts receivable. 

3. The royalty agreements call for Category 1 images to pay at $0.50 per copy, Category 2 
images at $0.30 per copy, and Category 3 images at $0.10 per copy. PI remits the payments 
to the media companies on a weekly basis. As of year-end, PI expects to owe $500,000 
from the final week’s sales to be payable to the media companies during the first week of the 
following year. 

4. Shipping and handling fees charged to the customers are expected to average 
$6.00 per DVD. 

5. PI plans to hire a number of people to handle orders, customer concerns, and related office 
issues. Total compensation including benefits is planned to be $900,000. Additional general 
and administrative costs including mailing, shipping, and packaging costs are estimated to 
be $1,500,000. 

6. Development of the web site to keep pace with technological advances is estimated to be 
$500,000. The monies due for the initial web site development and the update will be paid 
in full by first year-end. 

7. In anticipation of increasing demand, PI plans to purchase more computer equipment and 
related hardware for $600,000 on account. During the year, PI will pay in full the balance 
from the original computer purchase plus this current purchase. 

8. Intensive internet advertising and public relation actions are scheduled to announce the launch 
of the web site. Expected launch costs for the initial advertising program along with continued 
advertising during the first year via the internet is budgeted at $1,600,000. All costs, except 
$200,000, are expected to be paid during the year incurred. 

9. During the year, the office lease payments will be made on time starting the fourth month of 
the year. PI plans to continue leasing space following the initial year. 

10. After receiving the initial order of blank DVDs, PI will purchase 530,000 blank DVDs for 
$400,000. The DVDs are to be paid in full. 

11. PI anticipates that blank DVDs costing $50,000 remain unused as of year-end. 
12. PI will make the required principal and interest payments on the bank loan. 
13. The computer equipment and related software as well as the web site are estimated to have 

a five-year life on a straight-line basis. Cordelia and Calista assume a full year’s depreciation 
and amortization for current year acquisitions. 

14. Income taxes are estimated to average 30 percent of pre-tax income. The firm will pay only 
40 percent of the taxes the first year of operations and the remainder in the following year. 

15. Calista and Cordelia will receive no salary during the first year of operations. But PI will pay 
a cash dividend of $0.40 per share, assuming that profits and cash prove sufficient. 

Upon reviewing their forecasts, Calista and Cordelia realized several key financial drivers to 
their company’s potential success. First, after the purchases shown in the opening Balance Sheet, 
PI would not have sufficient funds to exercise the options necessary to access the images to earn 
sales revenue. Hence, getting venture financing early on was crucial to moving forward. Second, 
once adequate funding to exercise the options had been obtained, the firm would likely be sus-
tainable on a ‘going-forward’ basis. Third, it was imperative that PI insist upon prompt electronic 
payment so that cash would not be tied up in Accounts Receivable. Finally, Calista and Cordelia 
hoped to make at least $80,000 each in dividends in order not to have to borrow more money 
on a personal basis. 
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QUESTIONS FOR “CONNECTING THE DOTS” 

1 Review the numbers in the pre-launch balance sheet by analyzing the effects of the 
pre-launch transactions.

 2 Using an Excel spreadsheet, show the effect of each of the transactions during the 
frst year of operations (items 1–15) on PI’s balance sheet. Use the amounts from 
the pre-launch balance sheet to fll in the “Opening Balances” of the accounts on the 
worksheet. Note that in the worksheet, the retained earnings account is used to refect 
all operating and dividend declarations.

 3 Prepare the following pro forma f nancial statements needed for the business plan:

 1 the Income Statement for the f rst year of operations;
 2 the Balance Sheet at the end of the f rst year of operations;
 3 the Statement of Cash Flows for the f rst year of operations. 

Note that to complete the Balance Sheet, you will have to determine the amount of the 
“ask” from the Brittingham Social Venture Fund.

 4 From the venture capitalist’s perspective, evaluate the overall fnancial performance 
of PI’s frst year of operations. That is, how well or poorly is PI projected to do (fnan-
cially) in its frst year of operations? Be prepared to support your assessment with the 
accounting data. Consider the impact of the various accounting methods and concepts 
used in preparing the fnancial statements in your evaluation. Which management 
assumptions used to prepare the statements would you question? 

NOTES 

1 Emerson talks of the “Social Capital Market.” 
2 The Community Reinvestment Act of 1977 requires commercial banks and other deposit-taking institutions 

to address the fnancial needs of underserved communities in their service areas. The law arose to address 
discriminatory lending practices of banks in low-income communities. 

3 This case was prepared by Professor Mark D. Griffths for the purpose of classroom discussion and not 
as an endorsement, a source of primary data, or an illustration of effective or ineffective management. This 
case, although inspired by real events, is fctionalized and any resemblance to actual persons or entities is 
coincidental. There are occasional references to actual persons and companies in this narration. This case 
is adapted from Griff ths and Weiss (2019). Reproduced with permission. 

4 It is generally believed that the most infuential political/editorial cartoonists in recent years have been 
Zapiro, Plantu, Art Spiegelman, and Barry Blitt. Most Americans are familiar with such cartoonists as Daryl 
Cagle, Gary Trudeau (Doonesbury), and Scott Adams (Dilbert). 
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Chapter 8 

Measuring Social Impact 

AIM/PURPOSE 

This chapter discusses how the ability to measure and communicate the impact of a venture’s 
efforts still remains a signifcant challenge for most social frms. The importance of this activity 
is reviewed and an assessment methodology that can ultimately be used to maximize organiza-
tional effectiveness and market a social venture’s value to its key stakeholders is examined. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To gain an understanding of the value of measuring a venture’s social impact. 
2. To understand the multiple benefts of learning how to measure social impact. 
3. To examine the steps involved in measuring, quantifying, and monetizing impact for a ven-

ture’s stakeholders (investors, management team, employees, etc.). 
4. To look at examples of how to measure and quantify a new venture’s social impact. 

Social entrepreneurs often have diffculty coming up with a precise and measurable indi-
cator that can accurately represent the amount of social return generated by their ventures 
( Saul, 2004 ; Trelstad, 2008 ). Increasingly, organizations are feeling pressure from funders 
to account for their social returns ( Clark, Rosenzweig, Long, & Olsen, 2004 ). 

One of the most challenging and potentially frustrating aspects of a social entrepre-
neur’s work can be measuring and also communicating the positive social impact of his/ 
her organization ( Porter & Kramer, 1999 ; Kramer, 2005 ; Kramer, Graves, Hirschhorn, & 
Fiske, 2007 ). For example, how should we measure the “return on investment” of better 
health, cleaner air and water, families having nourishing food on their tables, or children 
receiving education they would not have had access to otherwise? As expressed by 
Stannard-Stockton ( 2007 ): 

[C]alculating the “good” done is tough. First because knowing what “good” 
means is hard, secondly because relating “good” to dollars is like translating 
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a symphony into organic chemistry, and third because identifying cause and 
effect is tough (did your grant create more jobs, or did the economy just hap-
pen to get better?). 

Moreover, the diversity and overlapping nature of the domains encompassed by many 
social enterprises bring an additional layer of diffculty to this endeavor ( Clark et al., 2004 ; 
Chambers, Karlan, Ravallion, & Rogers, 2009 ). 

As is highlighted in  Chapter 7 , the social impact investing industry is growing rapidly, with 
$50 billion in committed funds already available for impact investing, rising to $500 billion 
in ten years. Within this rapidly expanding marketplace, funders, investors, and other stake-
holders want to know the kinds of returns they can expect to get and are getting for their 
investments and donations ( Saul, 2004 ; Merchant & Van der Stede, 2007 ).Yet, often, organi-
zations are powerless to give them more than moving stories and anecdotes ( Saul, 2004 ). It is 
observed that current approaches to measuring social impact have not yet reached maturity 
primarily because of two factors ( Scholten, Nicholls, Olsen, & Galimidi, 2006 ): 

1 The general lack of maturity in social program evaluation. The feld of social program 
evaluation—the process of collecting social impact and social outcome data—and the 
methods of calculating the costs of social program delivery are not very well devel-
oped. Many important benefts that occur as a result of social programs are not mon-
etized and the dollar values of outcomes do not consistently capture the full range 
of societal benefts or costs, thus resulting in a variety of errors in the fnal answers. 
Therefore, comparing the social value of various programs is not similar to comparing 
the fnancial returns on investment (ROIs). The infrastructure that makes fnancial 
comparisons and ratios possible took years to develop. In comparison, the social sector 
has only been measuring value creation in recent years. More resources need to be 
allocated to developing an infrastructure for such calculations in the social sector. 

2 The variety of purposes that organizations have for conducting these analyses. At 
present, there is a lack of consensus about how one should use cost-related impact 
data to make certain investment decisions. While some leading practitioners feel that 
it is appropriate to use cost and impact data to make funding allocation decisions 
across program areas, others feel that it should be used to only compare similar pro-
grams. There is an ongoing debate with regard to the manner in which these cost-
based approaches can be used, thus resulting in the lack of maturity that is currently 
observed in the f eld. 

THE BENEFITS OF LEARNING HOW TO 
MEASURE SOCIAL IMPACT 

One of the main benefts of learning how to calculate a frm’s social impact is a clear pic-
ture of the measurable results of the organization’s work ( Saul, 2004 ; Merchant & Van der 
Stede, 2007 ). Social entrepreneurs can become more aware of which of their programs 
are working and which are not ( Kramer, 2005 ; Tuan, 2008 ). This will allow them to allo-
cate resources where they are having the greatest impact. Another beneft lies in being 
able to make a stronger case to your stakeholders that your organization is achieving its 
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mission. Social entrepreneurs no longer need to rely considerably on the same stories and 
anecdotes or a fuzzy “sense” that things are moving in the right direction; they can support 
the case for the organization’s success in hard data. It is another tool in their toolbox for 
showing that the social f rm and its work are on track and worthy of investment. 

Finally, when they learn how to measure their frm’s social impact, they can identify 
themselves and the organization with the cutting edge of the industry. Clearly, the trend 
in the world of social enterprise is toward (emphasizing) more objective reporting and 
accurate accounting for social impact ( Scholten et al., 2006 ; London Business School, 
2009 ). Part of measuring your impact relates directly back to your theory of change and 
how you relate your value proposition and activities to the outcomes and impact that you 
would like to achieve. 

STEPS TO MEASURING SOCIAL IMPACT 

1. Defne Your Social Value Proposition (SVP) 

The frm’s SVP is a brief description of the social venture’s organization, the value it 
provides, and the impact it can have on individuals and society. It should also articulate 
why your customers and those that beneft from your offering will want to buy the frm’s 
product or service offering(s) over alternative or substitute offerings from other organi-
zations (including the government). This frst step involves beginning a conversation with 
the social venture’s stakeholders. Stakeholders will differ by type of organization, but here 
are the most common ones: 

 constituents or benef ciaries of your work; 
 board members; 
 key leadership of your organization; 
 key partners; 
 aff liates or chapter leaders; 
 government off cials; 
 individual donors; 
 institutional funders. 

With all of these various stakeholders, the types of questions the social entrepreneur will 
want to ask include: 

 How would you def ne success for the work we do? 
 What outcomes do you value most about our work? 
 Do you think we were successful last year? If so, why? Or if not, why not? 
 What’s the ultimate impact that you value from our work? For example, in fve years’ 

time, how will the world look different if we are successful? 
 What do you think the project needs to accomplish over the next one to three years 

to achieve this longer-term impact? 
 What data or evidence would you need to see that would convince you that our work 

has been successful? 
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Many of these questions will not only assist the social entrepreneur in determining the 
venture’s SVP but also assist in crafting the organization’s theory of change (as discussed 
in  Chapter 5 ) and logic model. 

2. Quantify Your Social Value 

After having a discussion with stakeholders, the social entrepreneur should identify social 
indicators that are mentioned most frequently across all types of stakeholders. These indi-
cators should be further parsed by which can actually be measured. The social entrepre-
neur can then choose the top three or four measurable social indicators that are aligned 
with the conversation and interests of the stakeholder. Once named, these indicators can 
then be tracked over time. For example, a solar panel retailer might believe that deriving 
energy from solar power is cleaner and less harmful for the environment and thus might 
def ne its social indicators as: 

 number of solar panels installed per f scal year; 
 percentage of panels installed that replace other forms of energy; and 
 savings in air emissions (in dollars, or in particulates per 1,000?) related to non-solar 

power energy generation per sale. 

VOICES FROM THE FIELD 

KickStart 

In 1991, Martin Fisher and Nick Moon founded ApproTEC, which in 2005 became Kick-
Start. Their model was based on a fve-step process to develop, launch, and promote sim-
ple money-making tools that poor entrepreneurs could use to create their own proftable 
businesses. 

KickStart’s early efforts focused on building and food-processing technologies. But in 
Africa, 80 percent of the poor are small-scale farmers. They depend on unreliable rain to 
grow their crops and have, at most, two harvests per year. KickStart realized that irrigation 
would allow people to move from subsistence farming to commercial agriculture pro-
vided they had two valuable assets: a small plot of land and basic farming skills. 

In 1998, KickStart developed a line of manually operated Money-Maker Irrigation 
Pumps that allow farmers to easily pull water from a river, pond, or shallow well (up to 
25 feet deep), pressurize it through a hosepipe (even up a hill), and irrigate up to 2 acres 
of land. The pumps are easy to transport and install, and retail at between $35 and $95. 
They are easy to operate and, because they are pressurized, they allow farmers to direct 
water where it is needed. It is a very effcient use of water, and, unlike food irrigation, does 
not lead to the build-up of salts in the soil. 
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With irrigation, farmers can grow crops year-round. They can grow higher value crops 
like fruits and vegetables, get higher yields, and, most importantly, they can produce crops 
in the dry seasons when food supplies dwindle and the market prices are high. Because 
of the long dry seasons and growing population, there is potential for many thousands of 
farmers to start irrigating without fooding the market. There are local, urban, and even 
export markets for the new crops. 

KickStart continued to expand across Kenya, proving that their model was scalable. In 
2000, KickStart expanded into Tanzania, and in 2004 into Mali. Other organizations have 
distributed their pumps across Africa and today, thousands are in use in Uganda, Malawi, 
Zambia, Sudan, and Rwanda. 

Measure and Move Along 

KickStart’s model is based on the “diffusion of innovation” theory. When a new product is 
frst introduced into any new market, sales are few and the costs per sale are high. In fact, 
as the market is building, items are sold at a loss until the market reaches a “tipping point.” 
Right now it costs KickStart $300 to get a family out of poverty, but once this tipping 
point is reached, the cost per family helped out of poverty drops to zero. 

The more radically new the product is, the more expensive it is to make these early 
sales. In the private sector, these early losses are subsidized by investors. KickStart uses 
donor funds the same way a for-prof t would use venture capital. 

A Permanent Solution 

By using donor funds as smart subsidies, KickStart is building a permanent solution to 
poverty. It has set three measures of success for itself: 

1 Do the people whom it has helped out of poverty, stay out of poverty? 
2 Can more people avail themselves of the solution, without additional investment from 

KickStart? 
3 Is KickStart becoming more self-suff cient as an organization? 

KickStart’s Total Impact to Date 

The following data are taken from an impact report as of June 28, 2019: 

Pumps sold 335,587 
People out of poverty 1,300,000 
Businesses created   250,000 
People fed each year 13 million 
Jobs created 230,000 
Annual new farm prof ts and wages $210 million 
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KickStart says: 

We could base our claims of success on the number of pumps we’ve sold to 
date. But this tells us nothing about whether we are meeting our mission— 
helping people get out of poverty. To know this we have to measure how 
much more money the buyers of our technologies earn as a result of owning 
them. KickStart has developed a systematic, replicable method to measure our 
impacts. Every product comes with a one-year guarantee and every buyer flls 
out a guarantee form when they buy the product. The guarantee reduces the 
perceived risk of buying the product, and the forms give KickStart a database 
of all pump owners. From this database, we select a statistically valid sample of 
recent purchasers. These customers are visited within a month of purchasing 
the products, before any impacts have been realized, then again at eighteen 
months, and again three years after purchase.

 Source: http://kickstart.org/impact/#by-the-numbers 

3. Monetize Your Social Value 

The last step in measuring social impact is monetizing the social value of the social indi-
cators chosen in Step 2. The reason for monetizing is that it not only increases the credi-
bility of the social venture and its mission, but also establishes metrics that can be used to 
evaluate a venture’s effectiveness in achieving the desired social impact ( Scholten et al., 
2006 ; London Business School, 2009 ). Moreover, it attracts a broader range of investors 
to the frm in facilitating planning and communication with socially minded investors 
and stimulating short-term and long-term capital fow. The next section concentrates on 
approaches that can be used to monetize a social venture’s social impact. 

APPROACHES TO ESTIMATING SOCIAL IMPACT 

Currently a great deal of research is being carried out. There is a lot of interest among non-
proft and charitable organizations in regard to the application of certain business principles 
and methods to monetize social impact. Melinda T. Tuan ( 2008 ) has provided insight into 
eight integrated approaches that offer some fresh possibilities in how to monetize a frm’s 
social value. It is pertinent to highlight that there is no perfect methodology, but rather a 
variety of methods that provide different lenses for viewing social value creation. The fol-
lowing are profles of Tuan’s eight integrated approaches for measuring social impact. 

1. Cost-Effectiveness Analysis 

Cost-effectiveness analysis (CEA) involves the calculation of a ratio of cost to a non-
monetary beneft or outcome (e.g., cost per child cured of malaria). It is used when mon-
etizing the impact or benefts of a program is not possible or not desirable. The beneft of 
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using this method is that it is relatively straightforward, given that it does not require the 
conversion of the impact or outcome of the given program into monetary units. However, 
a drawback of the method is that it can account for only one area of program impact at any 
given time. Given that program impacts are measured in natural units (life-years saved, 
child graduating from school), unless those units are common across all areas of impact, it 
is not possible to aggregate across them. 

2. Cost–Beneft Analysis 

Cost–beneft analysis (CBA) monetizes the benefts or outcomes of a program along with 
its costs in order to compare them and observe which are greater. It is one of the most 
challenging approaches, since it requires the ability to place a dollar value on the impact 
of a particular program. As a result of this, it tends to provide in accounting terms the 
net benefts to society as a whole that occur as a result of the initiative. CBA answers the 
question of whether or not it is worthwhile to undertake a program by providing the net 
benefts to key stakeholders and society (benefts less costs). It also provides the decision 
maker with the ability to compare different initiatives and see which one has the greatest 
merit (i.e., which has the largest net beneft). It is widely used across the public, pri-
vate, and nonproft sectors to evaluate a series of investment decisions ( Zerbe, Bauman, & 
Finkle, 2006 ; Zerbe & Bellas, 2006 ). 

Case Study 8.1 

Cost–Beneft Analysis Example 

Let us take as an example of a cost–beneft analysis a hypothetical organization called Give Back 
Get Back (GBGB). This social venture promotes and facilitates volunteerism among New York 
City’s youth population with the goals of: 

 supplying volunteer services for New York’s pressing community needs; 
 reducing the number of “at-risk” youth by providing meaningful opportunities for civic 

development; 
 growing “volunteers for life.”[BLX] 

The Social Business Venture Opportunity 

GBGB’s business is to deliver youth volunteer resources to a wide variety of social ventures that 
rely on volunteer labor and contributions to provide returns to the community. By pooling and 
matching volunteers with the right program, and empowering them to give back to their com-
munity, GBGB will increase the number of volunteers and increase the amount of volunteering in 
the youth population overall in New York City. Essentially, GBGB will act as the “matchmaker” 
between volunteers and social or communal organizations and provide incentives to its volunteers 
(members) to encourage consistent, habitual service. 
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Through partnerships with key stakeholders within the local community—specifcally, phil-
anthropically focused local businesses, large corporations with philanthropic divisions or inter-
ests, and existing community charities and humanitarian organizations—GBGB will increase the 
throughput to and from these organizations of volunteer manpower and physical resources. 

Business Model 

Although GBGB will be a nonproft organization, several revenue streams and secondary and 
tertiary income streams will be established to support the fscal requirements of the organization. 
Advertising revenues on the GBGB.org website and in-kind donations from partner organizations 
will be a major source of fnancial support for GBGB in the short run. Government (federal and 
local) grants and foundation donations will be secondary fnancial support outlets, mainly in the 
early seed stages of GBGB. Membership fees imposed on specifc corporate sponsors, payable 
either monetarily or through providing key resources needed by a large number of community-
based activities (e.g., lumber and hardware to be distributed for a Habitat for Humanity ® housing 
build effort), will allow GBGB to shift from initial monetary support plans to a more sustainable 
earned income revenue model. 

Lastly, GBGB will strive to keep its costs at a bare minimum through a variety of innovative 
methods. Offce space will be employed to have a physical presence in low-income areas that 
subsidize real estate expenses for nonproft organizations. Marketing and advertising will rely on 
in-kind donations from local business partners. Computer and phone hardware and software will 
be gathered through charity drives and donation solicitations. All operational and logistical func-
tions will rely on virtual communication and participation, mainly over the internet or via phone 
calls, to reduce travel and logistical expenses (feets of cars, gasoline costs, etc.). By keeping 
GBGB small and focused, costs will be minimized, allowing GBGB to effciently give back to the 
community.  Figure 8.1  profles GBGB’s social impact indicators and logic model. 

While GBGB’s cost–beneft analysis ( Figure 8.2 ) provides useful and comprehensive methods 
for assessing impact, REDF’s social return on investment (SROI) model measures environmental and 
social value in a different way. 

Increased volunteer 
Intermediate Outcomes rates among youth 

population in NYC 

Heightened sense of 
individual civic 
responsibility within 
schools and 
communities 

Accelerated rate of 
improvement of 
NYC’s pressing 
social/environmental 
issues 

Increased visibility of 
responsible, goal-
oriented teens 
among community 
members and local 
businesses 

FIGURE 8.1 Social Impact Indicators, Immediate and Long-Term Outcomes for GBGB (Give Back 
Get Back) 

GBGB OUTPUT 
Tracking and 
incentive-based 
system, with 
social networking 
programs to 
motivate and 
mobilize NYC’s 
youth volunteer 
population 

Youth enroll in 
GBGB and 
connect with like-
minded 
individuals and 
groups dedicated 
to making a 
difference in their 
communities 

Local businesses 
(nonprofits and 
for-profits), schools, 
and community 
organizations 
register with 
GBGB, creating a 
database of 
volunteer needs in 
the local area 

http://www.GBGB.org
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3. REDF’s Social Return on Investment (SROI) 

REDF is a nonproft venture in San Francisco that supports employment for low-income 
and formerly homeless individuals by making grants to several nonproft enterprises (see 
www.redf.org ). It developed its SROI framework in the late 1990s, which resulted in the 
publication of SROI reports and methodologies. 

SROI is a method for measuring environmental and social value not currently 
refected in fnancial statements, in comparison to funds invested. This measurement 
includes the qualitative and quantitative impact of making a social investment. It is 
used to judge the impact of an investment on stakeholders and to ascertain ways in 
which performance can be improved. The SROI methodology continues to be refned 
and now includes elements of cost-effectiveness analysis, which allows for an integrated 
cost-based approach to social value creation ( Scholten et al., 2006 ; London Business 
School, 2009 ). 

4. The Robin Hood Foundation’s Beneft–Cost Ratio 

The Robin Hood Foundation targets poverty in New York City by fnding and funding 
the best and most effective programs and partnering with them to maximize results. 
Robin Hood’s beneft–cost ratio captures the best estimate of the collective beneft 
to poor individuals that Robin Hood grants create per dollar cost to the organization 
( Weinstein & Lamy, 2009 ). This ratio serves to translate the outcomes of diverse pro-
grams into a single, monetized value that measures poverty alleviation on a continued 
basis. However, the beneft–cost ratio is used by Robin Hood only to make decisions 
regarding individual grants rather than allocation decisions among portfolios. This ratio 
serves to highlight which programs Robin Hood should fund and how much it should 
invest in such initiatives. 

5. The Acumen Fund’s Best Available Charitable 
Option (BACO) Ratio 

The Acumen Fund’s goal is to fght poverty through the investment of patient capital to 
identify, strengthen, and scale business models that effectively serve the poor. It cham-
pions this approach as a complement to both charity and market approaches ( www.acu 
menfund.org/about-us/about-us.html ). 

The Best Available Charitable Option (BACO) ratio serves to ascertain the prospective 
merit of an individual investment opportunity when compared to making a charitable 
grant ( Brest & Harvey, 2007 ). The ratio is reassessed on an annual basis after investment. 
A simple example to illustrate the logic of BACO: By making an investment into “X,” it 
would cost Acumen less than $0.02 to protect one individual from malaria for one year, in 
comparison to $0.84 through a BACO. Hence, it is seen that Acumen’s investment in the 
f ght against malaria is more cost-effective than the BACO. 

http://www.redf.org
<Varies>
<Varies>
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6. The William and Flora Hewlett Foundation’s 
Expected Return (ER) 

The William and Flora Hewlett Foundation sets out its goals as follows: 

The Foundation’s programs have ambitious goals that include: helping to reduce 
global poverty, limiting the risk of climate change, improving education for stu-
dents in California and elsewhere, improving reproductive health and rights 
worldwide, supporting vibrant performing arts in our community, advancing 
the feld of philanthropy, and supporting disadvantaged communities in the San 
Francisco Bay Area.

 ( www.hewlett.org/about ) 

The Foundation uses a formula for its decision making as follows: 

Expected Return = (Outcome * Probability of Outcome * Philanthropic 
Contribution)/Cost 

This formula forces program offcers to test their assumptions and logic models against the 
expected return (ER) value, quantify high-level trade-offs between investments within an 
investment portfolio, and ideally make better funding decisions. The ER of various invest-
ments is considered before funds are actually allocated. 

7. The Center for High Impact Philanthropy’s 
(CHIP) Cost per Impact 

The Center for High Impact Philanthropy (CHIP) provides independent analysis and 
decision-making tools to make sure that philanthropic funds are achieving the greatest 
impact (see www.impact.upenn.edu ). Its “cost per impact” measure is promoted as a mea-
sure critical to high-impact giving. It was developed by alumni of the Wharton School at 
the University of Pennsylvania who wanted to compare desirable social change to the costs 
of organizing programs intended to bring about such change. Reports published by CHIP 
outline the ways in which individual philanthropists can have an impact, and also provide 
estimates of cost. 

8. The Foundation Investment Bubble Chart 

Finally, certain nonprofts use a bubble chart to display comparative information regarding 
multiple organizations or programs. The purpose of the bubble chart (similar to such dis-
plays used by investment managers in the for-proft world) is to illustrate a set of reporting 
metrics at the organizational or program level that are common across the programs of a 

http://www.hewlett.org
http://www.impact.upenn.edu


 
 

 

 
 

  
  
  
  

  

      

 

 

 

 
 

 

 
 

 

 

 
   

 

 

192 Measuring Social  Impact 

nonproft or a segment of a foundation portfolio (e.g., number of people reached with bed 
nets vs. percentage of bed nets utilized). 

Concluding Thoughts on the Above Methods 

While the eight above-mentioned methods have certain similarities, their differences lie 
in the following ( Tuan, 2008 ): 

 the manner in which outcomes or benef ts are estimated; 
 the manner in which costs are calculated; 
 the manner in which uncertainty and probability of success are taken into account; 
 the manner in which outcomes are translated into natural units (shadow prices, etc.). 

While all the methods provide meaningful insight into estimating social value creation, 
none of them can be declared the “perfect” cost-based approach for making decisions 
( Trelstad, 2008 ; Tuan, 2008 ). Rather, employing a single consistent approach to funding 
decisions and considering the external environment would lead to the best possible out-
come for a social venture. 

ADDITIONAL RESOURCES FOR MEASURING IMPACT 

Tools and Resources for Assessing Social 
Impact (TRASI) 

TRASI is an interactive online database that provides tools and resources for measuring 
social value creation. The user-friendly website provides approaches to assessing social 
impact, strategies for creating and conducting an assessment, and ready-to-use tools for 
measuring social change (see  http://trasi.foundationcenter.org ). The database is managed 
by the Foundation Center, which works in partnership with McKinsey & Company to 
address the growing interest in the f eld of measuring social value creation. 

The database consists of more than 180 distinct evaluation approaches from a range 
of organizations such as social investors, foundations, NGOs, and micro-fnance organi-
zations. Before an evaluation technique is uploaded on the database, it is reviewed by a 
team of experts who use a four-step process to assess its appropriateness. In order to do so, 
they determine the scope of the tool or resource and determine the staff and stakeholder 
involvement that would be required for its use. It is therefore observable that the tools 
available through TRASI have been put through an evaluation system, thus increasing 
their reliability. 

The TRASI website also has a “Terms Defned” section in which it defnes in detail 
each of the terms it employs that may be unfamiliar to users. It has a series of videos that 
include discussions on social impact assessment by thought leaders in the feld which serve 
to provide the user with a broader idea of social value creation and measurement before 
getting into the specifcs of the database. New tools and assessment methodologies are 

http://trasi.foundationcenter.org
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continuously added and such updates are sent out to the TRASI community through a 
variety of methods such as email and the social media. 

VOICES FROM THE FIELD 

D.light 

While India’s economy doubles in size roughly every nine years, it is a shame that over 
half the population—600 million people—are not yet on the electric grid. The country’s 
highly regulated energy sector continues to be mired in corruption and bureaucracy, curb-
ing its growth. Over 130 years after the invention of the light bulb, 1.6 billion people 
worldwide still have no access to electricity, mostly for similar reasons. On top of that, 
most households with access to the grid get limited power. The village of Bhandgaon, in 
the relatively prosperous industrial state of Maharashtra, gets just 12 hours of power a 
day, alternating between day and night each week. As a result, most households still use 
dangerous kerosene lamps every day to read, to cook, or simply to walk around. 

In 2007, Stanford MBA graduates Sam Goldman and Ned Tozun embarked on a jour-
ney to change all that. As part of a class at Stanford’s Institute of Design, they designed a 
low-cost solar-powered LED lamp prototype. They decided to commercialize the project 
with the launch of D.light Design, and in less than three years have sold to over 1 million 
consumers in thirty countries. D.light launched in India with a product called Nova. The 
Nova provides up to 12 hours of bright light on a day’s charge, and doubles up as a mobile 
phone charger. It is eight to ten times brighter than a kerosene lamp, 30–50 percent more 
effcient than a fuorescent light, and costs about $30. Today, D.light has three products, 
including the Solata and the Kiran. The Kiran provides 8 hours of light on a day’s charge 
and is four times brighter than a kerosene lamp. Launched in October 2009, the Kiran 
is dubbed the “kerosene killer.” It costs just $10, making it the most affordable quality 
solar lantern in the world. It provides 360-degree illumination, which is good for cooking, 
working, studying, or traveling. 

D.light is unique among companies in its space in that its products are designed with 
tremendous consumer focus and it uses the world’s best design principles. For example, 
the Kiran is portable: it can be hung from a wall or ceiling, or placed on any surface. The 
Nova was designed to be water-resistant and protected from dust and large insects. With 
eighty people, and offces in India, China, and Africa, the company has also built a deep 
sales and distribution infrastructure. The company is backed by major venture capital 
frms including the Acumen Fund, Nexus Venture Partners, and Draper Fisher Jurvetson, 
giving it the fnancial muscle to move quickly. D.light aims to reach 100 million consum-
ers by 2020. 

D.light’s social impact is far-reaching. First, its products completely eliminate the need 
for kerosene lamps. Low-income households spend 5–30 percent of their income on ker-
osene, so D.light products pay for themselves in as little as six months. 

Second, bright light supports income-generating activities such as agriculture and retail. 
The United Nations Development Programme estimates that families with improved 
lighting have up to a 30 percent increase in income due to improved productivity at night. 
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Next, D.light customers report that children’s study time increases by a factor of two to 
four times after the purchasing of a solar lantern, resulting in greater learning and higher 
test scores. 

By removing the need for kerosene lamps, D.light products also solve the problem 
of indoor air pollution. The UN Millennium Development Goals Report estimates that 
indoor air pollution from kerosene lamps claims the lives of 1.5 million people each year 
through suffocation, burns, and fres. Finally, every kerosene lamp removed from a house-
hold removes 1 ton of carbon dioxide emissions into the atmosphere over fve years. Kero-
sene lamps are currently responsible for 100 million tons of carbon dioxide emissions into 
the atmosphere, making them one of the largest sources of greenhouse gases in developing 
nations. Planet Earth will certainly not miss them! To learn more about D.light, visit  www. 
dlightdesign.com . 

Hans Taparia, on June 16, 2010 (used with permission) 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 What are the main benefts of measuring a venture’s social impact? Why is measuring 
social impact so important in comparison to traditional entrepreneurial start-ups? 

 2 How can measuring a frm’s social impact have an infuence on making sure the ven-
ture is effective in staying true to its mission? 

 3 Given an already established social venture that you are aware of, what recommenda-
tions would you make as the social entrepreneur concerned begins to measure her or 
his impact? 

 4 With the social venture identifed in question 3 in mind, consider the three or four key 
outcomes that they should be measuring over time. What method would you recom-
mend to the social entrepreneur to quantify and monetize her or his impact? 

 5 What suggestions would you make to a nascent social entrepreneur to make her or 
him more effective in marketing and communicating social impact across various 
stakeholders? 

Case Study 8.2 

Mobile Nephrology USA, 2018 1 

Royale H. Fynche was beginning to get a little nervous. In just over two hours, she had to meet 
with the Board of Directors of Nephrology USA and present her fndings on whether investing in a 
mobile dialysis unit would be benefcial to both the greater Phoenix, Arizona community and the 
frm. This particular project would be a new not-for-proft division of the parent company. 

Royale knew the basic idea was to address the disproportionately high need for dialysis in rural 
communities and, in particular, on the Native American Indian Reservations located throughout 
the state of Arizona, many of which were several hours from the nearest dialysis center. Further, 

http://www.dlightdesign.com
http://www.dlightdesign.com
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since the individuals needing dialysis were older and in poor health, it was often necessary for 
family members or friends to take time off work to assist in making sure that they could get to the 
dialysis centers. 

The Board was committed to addressing this need, provided the return was no lower than 
breakeven. Royale was convinced that breakeven was possible given Nephrology USA’s strong 
market position. However, she felt that some risk-averse Board members would need additional 
convincing on the impact of the project. 

End Stage Renal Disease 

A normal human kidney flters about 800 quarts of blood per day to extract excess fuids and 
waste products from the body. End Stage Renal Disease (ESRD) is the medical term for the condi-
tion where an individual’s kidney function is insuffcient to sustain life. ESRD is usually the result of 
other medical conditions such as diabetes and hypertension, as well as other uncommon kidney 
diseases. 

ESRD is fatal if not treated. Sufferers require either dialysis for the remainder of their lives or 
a successful kidney transplant. This disease affects roughly 637,000 people in the United States 
alone and is estimated to be growing at a rate of 5–7 percent annually. Approximately 72 percent 
of the victims are treated with dialysis, a process in which blood is drawn from the patient, passed 
through a mechanical fltering system to eliminate the harmful toxins and wastes and then returned 
to the patient. The process takes between three and four hours to complete and must be performed 
at least three times per week. 

The remaining 28 percent of ESRD sufferers receive a functioning kidney transplant. In any 
given year, there are roughly 13,500 kidney transplants performed in the USA while ESRD is 
diagnosed in about 90,000 people. The fve-year survival rates for transplants are 80–90 percent 
versus only 30 percent for dialysis. 

Dialysis patients require careful monitoring and usually require many other specialized services 
in addition to the routine dialysis. ESRD patients are usually treated on an outpatient basis where 
they also receive the ancillary services and laboratory tests. The most important additional treat-
ment is the administration of erythropoietin (Epogen). This is a drug designed to treat anemia, a 
common complication for ESRD patients. In addition, these patients often require other drugs such 
as iron supplements, calcium, Vitamin D, and antibiotics. 

Diagnostic and therapeutic services such as bone density tests, electrocardiograms, nerve 
conduction studies; vascular access examinations, and nutritional counseling are also regularly 
provided. Frequent clinical laboratory testing is vital. Successful dialysis is measured not only by 
blood test values but also by several other key chemical values that must be evaluated regularly to 
monitor patients. Among the more commonly ordered laboratory tests are hemacrit, chemistry pro-
fles, potassium, phosphorus, calcium, iron level, hepatitis screen, and tissue culture. Nephrology, 
the study of the kidney, is among the most data-intensive medical specialties and ESRD patients are 
among the most challenging and medically complex patients. 

Medicare, the U.S. government’s healthcare plan for the elderly, was extended in 1972 to 
cover ESRD patients below the age of 65. Because Medicare’s ESRD program provides cover-
age for dialysis treatment, it is the most important payor and accounts for more than two-thirds 
of the total annual ESRD spending. Medicare coverage for dialysis begins the third month after 
the month in which a regular regime of dialysis is initiated. For patients with private health care 
coverage, Medicare is the secondary payor for 33 months from the time dialysis is started. During 
this 33-month period, Medicare pays only for the costs not covered by the private healthcare plan. 
After this initial period, Medicare becomes the primary coverage for patients and the patient’s 
other healthcare plan covers Medicare coinsurance payments and deductibles. 
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Mobile Nephrology USA 

Mobile Nephrology USA was to be a not-for-proft division of Nephrology USA, which was 
founded in 1995 to focus on providing care to individuals suffering from chronic kidney disease. 
The company began operations in January 1996 by acquiring fve separate corporate entities that 
comprised 40 freestanding dialysis centers in 8 states. 

The company earns the majority of its revenue by providing dialysis services to ESRD patients. 
However, additional funds are also earned by providing: 

1. ancillary services associated with dialysis such as the administration of Epogen and other 
injectable drugs; 

 2. peritoneal dialysis 2 and home dialysis services; 
3. inpatient dialysis services pursuant to contract with acute care hospitals and skilled nursing 

facilities; and 
4. clinical laboratory services. 

As of December 2017, Nephrology USA served approximately 20,000 patients in 240 outpatient 
facilities, in addition to providing inpatient dialysis services at 120 hospitals. 

Mobile Nephrology USA was a new enterprise for all concerned. Royale knew the basic idea 
was to address the disproportionately high need for dialysis in rural communities and, in particular 
on the Native American Indian Reservations located throughout the state, many of which were 
several hours from the nearest dialysis center. The incidence of ESRD among Native Americans in 
the Southwest USA is between 3.3 and 4.7 times higher than for other American adults. 

The Board was committed to addressing this need, provided the return was no lower than 
breakeven. On the cost side, Nephrology USA has improved its EBITDA margin from 18.2 percent 
in 1996 to 24 percent in 2017. However, Royale sees no reason to expect this trend to continue. 
The company currently has no substantial debt outstanding and an industry-leading days’ sales 
outstanding (DSO) of 57 days. Nephrology USA’s robust cash fows and low maintenance capital 
requirements should provide for suffcient fnancial fexibility to pursue the new venture at no less 
than breakeven. This was also Royale’s best estimate for the most likely outcome of the venture and 
she did not believe that any of the Board members would challenge this analysis. 

Mobile Nephrology USA would have to buy a feet of fve trucks each equipped with facilities 
for 6 ERSD patients. Luckily, the trucks could be purchased from a custom manufacturer in Arizona. 
Each truck had been priced at $1.2 million and would require 2 nurse practitioners, 3 dialysis 
technicians and 1 driver/set-up individual to operate. Nurse practitioners make approximately 
$97,990 per year, dialysis technicians earn $31,780 and the driver would earn $26,881. Each 
would work three days a week with a 12-hour daily shift. To ensure sanitary working operations, 
this limited the truck to two shifts per dialysis bed per day. Because of the need for thrice weekly 
visits, Mobile Nephrology USA would operate 6 days per week. 

Royale also knew that due to the unmet demand for dialysis services, both the nurse practi-
tioners and the dialysis technicians would be new hires either directly out of Master’s level classes 
or individuals moving to the Phoenix area. As a result, she was concerned about how quickly 
adequately trained individuals could be found. The driver/set-up individuals, on the other hand, 
would be easy to fnd as Phoenix currently had a large number of currently unemployed individ-
uals with these skills. 

Royale believed that to be truly convincing, especially to the risk-averse Board members, she 
had to come up with alternative methods to demonstrate the impact Mobile Nephrology would 
have, both on the community and the individuals it would serve. After doing a considerable 
amount of research Royale discovered that the economists had quantifed a number of important 
variables that she could use. For example, when new capital entered a region, roughly 80 percent 
was spent on secondary (indirect) goods and services, meaning the income multiplier for a region 
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was generally fve times whatever the original investment in capital plus initial new hires was. This 
was known as the Income Multiplier and represented new money brought into the region. 

The second important measure was the number of new jobs that would be created in addition 
to new hires by Mobile Nephrology. Royale had learned that as of September 2017 for large 
metropolitan areas, such as Phoenix, each million dollars of initial investment would generate 2.4 
additional (indirect) jobs. Of those additional jobs, 60 percent would be unskilled workers such as 
restaurant and retail staff who most economists assumed would earn the federal minimum wage 
of $7.25 per hour for a 40-hour work week. The remainder were assumed to be skilled workers 
earning the national average of $35.64 per hour (benefts included). 

Royale was hoping that her presentation, which included not only the original investment and 
the Income Multiplier, but also the number of jobs created and the amounts per year those jobs 
could reasonably be expected to earn, would be suffciently convincing to the Board. The one 
question she was still nervous about answering was “How large is the economic impact of extend-
ing the life of the patients with ERSD?” Royale knew that the international standard most private 
and government-run health insurance plans worldwide use to determine whether to cover a new 
medical procedure was $50,000 in 2008 or about $66,569 in 2018 infated dollars. That is, 
insurance companies calculate that to make a treatment worth its cost, it must guarantee one 
year of “quality life” for the international standard or less. Nearly all other industrial nations — 
including Canada, Britain, and the Netherlands — ration health care based on cost-effectiveness 
and the $50,000 threshold. Medicare, however, decides whether to pay for any new technology 
based on whether the treatment is “medically necessary and appropriate.” But as health care 
expenses rise and entitlement programs grow fscally strapped — many academics have called 
for this approach to be reconsidered, and for cost to become a factor. This would mean that if 
the incremental cost of a new technology was more than the threshold, then the recommendation 
would be that Medicare should not cover that new technology. 

However, Royale had also read that in 2008, Stanford economist Stefanos Zenios and his 
colleagues in an in-depth analysis of dialysis patients had estimated that the average value of 
one year of quality human life was worth $129,000, though for the sickest patients, i.e., those 
with other major illnesses such as dementia or cancer, the cost was roughly $488,000 per year. 
Adjusted for infation, these amounts would be $171,747 and $649,711 respectively, in 2018. 
Royale wasn’t sure how to argue this point, whether to present the viewpoint of the insurance 
companies or that of the more recent academic research. 

Assignment 

Prepare a presentation similar to the one Royale is about to give to the Board. 

NOTES 

1 Professor Mark D. Griffths prepared this case for the purpose of classroom discussion only, and not to indi-
cate either effective or ineffective management. The company name has been changed. 

2 Peritoneal dialysis uses a cleaning solution that fows through a special tube in the abdominal cavity. The 
abdominal cavity is lined with a special membrane that acts as a flter. The fuid passes through the mem-
brane and is then drained along with the body’s wastes and toxins. This system, although continuous and 
allows for normal daily activity on the part of the patient, is not suitable for all individuals suffering from 
ESRD. Only about 10 percent of patients actually qualify for this type of dialysis. Further, peritoneal dialysis 
requires a certain level of sophistication and independence for the patient to manage his/her own care. 
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Chapter 9 

Scaling the Social Venture 

AIM/PURPOSE 

This chapter examines both the advantages and challenges of scaling social ventures and how 
to leverage the advantages and meet the challenges effectively. A particular focus is placed on 
tactics and strategies for the expansion of mission achievement. In Chapter 2 , we noted that a 
goal of growth is an important characteristic of a true entrepreneur. This distinguishes them from 
a small business owner or someone who is self-employed. Similarly, true social entrepreneurs 
have a goal of growth for their social venture. Their passion for their mission drives them to seek 
to maximize its achievement; to extend the venture’s reach. 

There are many examples of small nonprofts pursuing a social mission. They tend to serve a 
geographic area the size of a small rural community or an urban neighborhood. This is often the 
place where these nonprofts were frst formed. As Wei-Skillern, Austin, Leonard, and Stevenson 
( 2007 , p. 260) report, the “mom and pop” nonproft is not an unusual phenomenon. Less than 
1 percent of new nonprofts formed in the past thirty years ever grow to the point of having a 
budget that reaches or exceeds $20 million. In fact, 80 percent of the over 1.3 million nonprofts 
in the United States have very small budgets of under $100,000. 

The managers of these nonprofts are content to keep their organizations small, serving a small 
market niche—a neighborhood soup kitchen, a local homeless shelter, or a community program 
to assist abused women and children. There is absolutely nothing wrong with this. These organi-
zations play an important role in their communities. However, they are not social ventures in the 
purest sense of that term. 

In the business entrepreneurship world, growth is referred to as “scaling” or “scaling up.” 
The purpose of scaling is to maximize proft by capturing additional market share or reaching 
new markets. Scaling is pursued for a variety of reasons and in a variety of ways; however, the 
ultimate goal is increased fnancial return on investment. While the spread of mission accom-
plishment is the focus of scaling in social entrepreneurship, it, too, goes about this for varying 
reasons and in varying ways. In this chapter, we talk about why social entrepreneurs pursue 
growth, what challenges they face in doing so, and the growth strategy options available 
to them. 
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LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To understand the salient reasons for scaling a social venture. 
2. To appreciate and address the obstacles to scaling. 
3. To identify the organizational capacities essential to a scaling effort. 
4. To master the strategies available to social entrepreneurs for scaling their ventures and the 

strengths and limitations of each of those strategies. 

WHY GROWTH? 

Growth is what is expected of social entrepreneurs. Social venture philanthropists, such as 
Ashoka, Echoing Green, and the Acumen Fund among others, use venture capital models 
to assist high-impact social ventures. Their strategies demand that the ventures in which 
they invest maximize their social return on investment (SROI). Foundations want their 
grant dollars to achieve as much social mission as possible. A surging movement is under-
way that advocates the double bottom line (profts + social impact) or the triple bottom 
line (profts + social impact + positive environmental impact) among for-proft ventures. 
The emerging paradigm for social ventures, be they nonproft, for-proft, or hybrid, is that 
they will strive to expand. 

This does not mean that all social ventures must, can, or even should become gazelles 
(David Birch’s term for high-growth, high-impact ventures), but it does suggest that they 
ought to be actively seeking opportunities to extend the reach of their missions—locally, 
regionally, nationally, and, in some cases, globally. If we accept this assertion, then the 
question becomes: How best to proceed? However, before we undertake to answer this 
question, it is helpful to understand the challenges to growth faced by social ventures. 

CHALLENGES TO GROWTH 

Why begin an exploration of scaling in social entrepreneurship with a discussion of those 
things that stand in the way of growth? On its surface this may seem defeatist; however, 
by frst highlighting challenges, we are better positioned to think strategically about those 
factors that will overcome these obstacles and facilitate successful growth. Challenges to 
growth might be thought of as being of two major types: internal to the social venture 
and external to it. Brooks ( 2009 ), citing Betty Henderson Wingfeld, discusses six internal 
challenges that social ventures experience during the scaling process: 

1 Staff and board members of the social venture may not share the lead entrepreneur’s 
vision for growth. Growth involves change. While social entrepreneurs are change 
agents, the rest of the organization may fear change or see it as only being necessary in 
a crisis. 

2 More specifcally, in some organizations, particularly those organized as nonprof-
its, market-based growth may not be comfortable. It may, in fact, fy in the face of 
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organizational culture. It may be viewed by some as detracting from the social mission, 
rather than building capacity to expand mission achievement. 

3 Nonproft social ventures, unlike most for-profts, are legally controlled by their boards 
of directors. When the lead entrepreneur’s vision for growth is not in sync with that 
of the board, the latter can block growth. The authors are aware of several instances in 
which the board ousted the founding entrepreneur of a nonproft social venture with 
whom they did not agree. 

4 Social entrepreneurship takes place on a very public stage, unlike commercial entre-
preneurship. Social ventures have multiple stakeholders, including the community. If 
the community in which a social venture is operating concludes that the venture is 
using public resources in a way that is wasteful or lacking in integrity, it may not hes-
itate to withdraw its support, making growth very diff cult, if not impossible. 

5 As discussed in  Chapter 8 , social ventures are held to a very high standard of account-
ability. If they cannot clearly demonstrate that they are achieving their missions in 
a measurable way, they will have trouble sustaining themselves at present levels, let 
alone attracting the investment required for scaling. Social outcomes and impact are 
exceptionally diff cult to measure. 

6 Successful growth requires adequate and appropriate human resources. The necessary 
skill sets must be put in place, through either hiring new employees or replacing those 
who are not capable. Again, organizational culture can get in the way of this. As an 
example, there are numerous large, established nonproft organizations that offer a 
pleasant, accepting work environment. No one is ever fred and very few leave of their 
own volition. This means that unproductive employees are not replaced, outmoded 
skill sets are often not updated, and there is no career succession pathway. This tends 
to create an organization that not only lacks the capability to grow but is hostile to 
growth and change as well. 

Dees ( 2001 ) offers a slightly different perspective by identifying two general types of 
resistance to innovation, or change—threat-based and inertia-based—that may be either 
internal or external to the social venture and refect some of Brooks’ typology at a more 
general level. As the name implies, threat-based resistance comes when people see the 
change as a personal threat to them. This threat may emanate from a perception that the 
change may require that they develop new competencies from the ones they currently 
possess (see Brooks’ sixth internal challenge, above). It may also come from a concern 
that the change challenges the core values of the individual or venture (Brooks’ second 
internal challenge). However, the market being served by the social venture may also per-
ceive a risk in the change if it threatens to disrupt the status quo. This would be an exam-
ple of an external threat that could spawn resistance. As an illustration, a social venture 
that seeks to expand from a purely local service area to a national one may experience 
threat-based resistance from social ventures in other markets that provide essentially the 
same service. 

Inertia-based resistance is much more likely to be internal to the venture than external. 
It manifests itself when, on balance, it is easier to continue with the status quo than to 
make the change. Sometimes this happens when people within the venture do not know 
about or understand the reason for growth and change. Brooks’ challenge involving the 
staff, board, and/or other stakeholders not subscribing to the lead social entrepreneur’s 
vision might be an example. If the lead entrepreneur does not make his vision for growth 
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understandable and compelling, there may be resistance to its implementation. If the 
prospect of growth creates uncertainty or a perception of risk within the venture, this may 
also lead to inertia-based resistance. Finally, a perception that the change is inconvenient 
and, therefore, not worth pursuing could cause both internal and external resistance. For 
example, if the staff sees growth as entailing more work than it is worth, they are likely to 
resist the growth initiative. It may also be that customers (target benefciaries) outside the 
venture perceive that switching to a new process or service is not worth the effort, and 
they will resist participating ( Dees, 2001 ). 

It should also be noted that the fact that social ventures have two sets of customers— 
target benefciaries and investors—can be an additional obstacle to growth. Not only 
can the pursuit of fnancing distract social entrepreneurs from scaling mission achieve-
ment, but the requirements and expectations that come with fnancial support when it is 
obtained can be at odds with the growth plans of the social venture as well. 

None of this is to suggest that growth and change are impossible. However, social entre-
preneurs must understand that when they seek to scale their ventures, they are likely to 
encounter some form of resistance; therefore, they must plan and act accordingly. Simply 
put, they must try to anticipate the resistance and build their growth strategies in such a 
way that the resistance will be minimized or precluded. 

GROWTH STRATEGIES 

Capacity Building 

As LaFrance et al. ( 2006 , p. 2) have noted:“The primary purpose of scaling is to grow social 
impact to better match the magnitude of the need or problem a social entrepreneurship 
seeks to address.” Before this growth can be successfully achieved, however, it is important 
to prepare the social venture in question by ensuring that it has the proper capacity to 
implement and sustain the growth. In their compelling report  Scaling Capacities: Supports 
for Growing Impact, LaFrance et al. ( 2006 ) identify and examine seven capacities necessary 
for scaling in social entrepreneurship: mission, structure, model, culture, data, resources, 
and leadership and governance. Attention to building these capacities can help mitigate 
the internal resistance to growth and change discussed in this chapter. 

As is emphasized throughout this book, mission is the driver of all social ventures. 
It clearly states the venture’s purpose for being in existence, refecting its values and the 
needs of the stakeholders it serves. It gives the venture its focus and acts as its compass as 
it navigates the treacherous currents of change. Without a clear mission a social venture 
can easily drift, losing its direction, diminishing its impact, and hastening its demise. 

Growth, or scaling, of a social venture involves considerable change. In preparation 
for growth, a venture should revisit its mission to ensure that it is up to date, clear, and 
understandable to all stakeholders. Then, the venture should use its mission to guide it in 
making growth decisions. Growth should support the mission, not detract from it, causing 
mission drift. 

Structure is another important capacity consideration when scaling a social venture. 
The organizational structure of the venture, and the way in which it is managed, will 
play a role in how, and how successfully, it will grow. At issue here is often the trade-off 
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between fexibility and control ( LaFrance et al., 2006 ). On the one hand, the social 
entrepreneur wants to be fexible enough to give her or his organization and its staff the 
leeway to take advantage of windows of opportunity and the power to innovate in the 
feld. On the other, she or he wants to ensure the consistency and quality of the service(s) 
provided. LaFrance et al. ( 2006 ) use the approach to growth called “branching” (we dis-
cuss branching in greater detail later in this chapter) as a prime example of a situation 
that spawns this tension.The headquarters wants to be able to control the quality and the 
impacts of its branch offces. Yet, this kind of long-distance management can be expen-
sive and diffcult. It can also stife the entrepreneurial effectiveness of the branches and 
their ability to adapt to their local context. LaFrance and colleagues recommend pursu-
ing a balance between control and fexibility through good management skills, effective 
communication, building and maintaining a robust technology infrastructure, and hold-
ing branch offces accountable for outcomes as opposed to rigid performance standards 
( LaFrance et al., 2006 , p. 8). 

First, modeling what works in one’s social venture can be an important prelude to 
scaling. This involves documenting how the venture works—its opportunity, its business 
model, its operations—in a clear and systematic way. Not only should the keys to success 
be codifed, but the order in which they must take place should be documented. Doing 
the right things in the wrong order can be deadly to a venture. Once a model is estab-
lished, it can more readily be replicated, not just by the founder and core management 
team but by outsiders as well ( LaFrance et al., 2006 ). 

This presents an opportunity to address the importance of having a clear business 
model to the scaling of social ventures. For-proft social ventures have a distinct advantage 
over nonprofts in this regard, for two reasons. First, for-profts generally have only one set 
of customers. When they improve these customers’ lives through their work, they have 
integrated their social mission achievement with their source of revenue: earned income. 
Nonprofts, as noted earlier in this chapter, have two sets of customers: benefciaries and 
funders. They must add value for both of these customer groups, making the alignment of 
social mission and fnancing more diffcult ( Foster, Kim, & Christiansen, 2009 ). Second, 
there are numerous clearly established, tried-and-true business models for for-proft ven-
tures; this is less true for nonprof ts ( Foster, Kim, & Christiansen, 2009 ). 

A sound business model is essential to the sustainability and growth of any venture. 
If a reliable stream of cash fow cannot be maintained, the venture will not survive, and if 
excess revenue (over costs) cannot be generated, there are no resources for growth. Too 
often, nonprofts pursue revenue (funding) anywhere they can get it. However, this is not 
a sustainable practice. Research has shown that as a nonproft grows, its sources of fund-
ing are fewer and more fxed in their motivations and in the protocols for accessing them 
( Foster, Kim, & Christiansen, 2009 ). Because of this, a more systematic, well-articulated 
plan for reaching them is essential—a business model. 

Foster, Kim, and Christiansen ( 2009 ), in an article in the Stanford Social Innovation 
Review, offer ten business models (or  funding models, as they call them) for nonprofts. 
It is beyond the scope of this book to examine all ten in detail. However, the models can 
be grouped by the type of funding source they are pursuing. There are models that focus 
on funding from many individual donors. Other models are government-funded. One 
model focuses on funding from corporations, while another pursues funding from one, or a 
very few, foundations or individuals. Finally, two models rely on a mix of sources.The most 
important point here is that these are clear, well-considered approaches to generating 
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funds that refect the realities of the funding markets. They help the nonproft social ven-
ture to achieve the kind of match between mission and revenue that for-prof ts do. 

Another important capacity of a social venture that is poised for successful growth is an 
organizational culture that supports the social mission. This is a culture that shares com-
mon values, assumptions, norms, and behaviors. This unifed culture underlies all aspects 
of the venture’s work and is supported by rituals designed to further cement the bond 
among the members of the organization ( LaFrance et al., 2006 ). When the culture is 
strong and unifed behind the social mission, the venture is more likely to be able to scale 
successfully without damaging the mission or the organization. 

A good system for gathering and analyzing data is an essential capacity for growth. Data 
may be used in four major ways ( LaFrance et al., 2006 ): 

1 to identify and document new needs on the part of target benefciaries that may 
require expansion into new geographical or program areas; 

2 to document the success of the social venture, justifying the scaling of its impact; 
3 to be used for purposes of marketing the social venture to attract material and politi-

cal support and pave the way for growth; and 
4 to ascertain weaknesses in the venture’s programs or services that can be addressed or 

aspects of delivery that can be improved upon, thereby better preparing the venture 
for successful scaling. 

Essential to this capacity is an organizational culture that supports assessment and evalu-
ation. Also crucial is the technology infrastructure for maintaining and analyzing the data 
and reporting the results of the analyses ( LaFrance et al., 2006 ). 

An absolutely essential capacity for scaling is having the necessary resources. There 
are numerous costs associated with growth, but most fall into two categories: costs of 
expansion and costs of professionalization ( LaFrance et al., 2006 ). The costs of expansion 
include those for the acquisition of additional space and equipment as well as additional 
personnel. The costs of professionalization derive from the need to pay for more highly 
skilled human resources. Depending on the organizational structure (see  Chapter 6 ), a 
growing social venture may seek to generate fnancing from a variety of sources, using a 
variety of strategies. Ultimately, though, LaFrance et al. argue that the most sustainable 
approach to scaling is to strive to integrate program development with resource develop-
ment. This most often means engaging external partners and supporters (including busi-
nesses and governments) through the venture’s mission. An increasingly popular tactic 
among social ventures when reaching out to these partners and supporters is the use of 
celebrity spokespeople ( LaFrance et al., 2006 ). Many celebrities seek to actively champion 
social causes, whether it is because they truly believe in the cause or merely see it as good 
for their careers. Either way, their infuence can bring the attention and support necessary 
to allow a social venture to scale successfully. 

The fnal important scaling capacity has to do with the social venture’s leadership capa-
bility and governance apparatus. Strong leadership from the venture’s founder and man-
agement team, in tandem with a strong board of directors, makes appropriate growth that 
is right for the venture at a particular point in time possible. Effective leaders and boards 
help the venture to determine whether to grow and how best to grow, and then to assist 
them in getting the resources they need. Leadership need not be solely top-down.The late 
Jeff Timmons of Babson College, a long-time entrepreneurship educator, used to like to 
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say that successful entrepreneurs “make heroes” out of others in their organizations. The 
more widespread leadership is in the organization, the better positioned that organization 
is for growth ( LaFrance et al., 2006 ). 

The preceding are the capabilities that should be in place as a social entrepreneur 
begins to scale her or his enterprise. Once the decision has been made to grow, the next 
question should be: “How do we grow?” There are multiple options available. 

Dissemination 

The simplest and fastest way to scale a social venture is via dissemination. This strategy 
involves making a social venture’s services and intellectual property (e.g., tools, processes, 
and frameworks) widely available to people and organizations around the world who 
want to use them. This hand-off of information and knowledge often takes place through 
face-to-face training workshops, webinars, teleconferences, demonstration sites, how-to 
manuals and handbooks, procedural templates, and models. The focus is on expanding the 
reach or impact of the venture virtually, in light of the fact that there is no actual physical 
expansion out from the headquarters. 

This approach is also relatively inexpensive because it does not necessarily involve 
acquiring additional facilities, equipment, and human capital. As the use of the internet 
and new telecommunications technologies becomes more sophisticated and widespread, 
social ventures that use dissemination as their growth strategy will be able to further 
reduce costs by replacing face-to-face training and consultation with long-distance elec-
tronic forms of interaction. The Center for Rural Entrepreneurship (CRE), a nonproft 
social venture with a mission aimed at helping local rural communities enhance their 
economies by fostering entrepreneurship, spent its frst ten years scaling its impact by 
sending its small staff into the feld to conduct multi-day workshops, training programs, 
and consultations. This became unsustainably expensive and was stretching the staff very 
thinly. CRE changed its dissemination strategy to make greater use of the Web. While it 
still did the occasional face-to-face activity to build and maintain relationships with its 
clients, CRE offered training webinars and disseminated its publications, training materi-
als, case studies, and other tools through its website. CRE has since divided itself into two 
organizations: one that continues the work with entrepreneurs and communities, called 
Energizing Entrepreneurs (E 2) and Locus Impact Investing, which expands upon CRE’s 
efforts in the area of f nancing entrepreneurial activity. 

Another example of a social venture that has grown largely through dissemination 
is KaBOOM! This nonproft organization facilitates the construction of playgrounds for 
children living in economically and socially disadvantaged neighborhoods. It does this by 
organizing the community to fnd and deliver volunteer labor and supervisory skills and 
donated supplies, and then KaBOOM! coordinates the use of these resources in building 
a playground. The KaBOOM! model involves partnerships between private corporations, 
governments, other nonprof t entities, and private residents ( Wei-Skillern et al., 2007 ). 

KaBOOM! generates over 90 percent of its cost of operations from earned income 
derived through dissemination activities—educating communities in how to initiate and 
manage a playground-building project, providing handbooks, offering demonstrations, 
spreading awareness of the importance of playgrounds to the health and well-being 



 

 
  

 
 

 
 

 
 

 

  
 

 

 
  

   
 

  
 

 
 

  

 
 

 

  
  

  
 

 
 

206 Scal ing the Social  Venture 

of children, etc.—for which it charges fees for service, licensing fees, product costs, or 
cause-related marketing fees ( Wei-Skillern et al., 2007 , p. 250). Thus, KaBOOM! is grow-
ing its mission achievement capability across the United States while covering most of its 
costs at the same time. For KaBOOM! it is clearly more important to rapidly spread the 
building of playgrounds than it is to control every aspect of how they are built. 

Dissemination is not the scaling strategy of choice for every social venture. However, 
for those concerned about cost, speed of adoption, maximizing mission accomplishment, 
and/or fostering relationships with social sector players, it can be a very effcient and effec-
tive way of doing business. The downside is clearly the lack of control over the quality 
of the product or service that this strategy yields. If a social entrepreneur does not trust 
others to execute the work well or to take pride in it, or does not trust her or his ability to 
train others to do the work or to instill appropriate pride, that entrepreneur will likely not 
choose dissemination as a mechanism for achieving growth. 

Another impediment to the use of this strategy is when the social entrepreneur is 
in possession of intellectual property (IP) that she or he is especially concerned about 
protecting. The social entrepreneur may worry that licensing and nondisclosure agree-
ments are not enough to keep others from widely disseminating her or his IP and destroy-
ing the venture’s competitive advantage, particularly if it is a for-proft social venture. As 
more for-profts populate the social entrepreneurship scene, this is likely to become an 
increasingly common problem. It raises an interesting question. In social entrepreneurship 
involving a for-proft entity, which should take precedence—the venture’s IP and the pri-
vate value it affords, or the maximization of the spread of the social mission? Can these 
two things be harmoniously integrated? 

Dees ( 1998 ) tells us that social value trumps private value every time in social entre-
preneurship. However, much of Dees’ early work was focused on nonprofts and how to 
make them more entrepreneurial. Is it “wrong” for a for-proft venture to try to balance 
doing good and doing well? The fact is that the social sector, by its orientation, is not 
very sensitive to issues of IP. It is commonly assumed that  everything is in the public 
domain. So-called “borrowing”—where IP is routinely used without compensation or 
attribution—is commonplace. Government agencies, foundations, and other social sec-
tor actors have been known to either freely share IP without the owner’s permission or 
to try to claim that any IP used in a project that they fund belongs to them. Unless and 
until these attitudes change, talented for-proft social entrepreneurs are likely to avoid 
working with these social sector entities, particularly through dissemination arrange-
ments, and to seek other strategies that may well make the services they provide more 
expensive. 

Branching 

One such scaling strategy that tends to be more expensive is branching. This approach 
achieves growth by creating multiple offces in locations other than the headquarters. 
These offces are owned, staffed, and controlled by the headquarters. The branching strat-
egy is attractive to some social entrepreneurs because it maximizes control. Thus, entre-
preneurs worried about consistent quality of service and/or protection of IP will fnd it 
particularly appealing. 
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The trade-off is that branching is the most expensive form of social venture growth. It 
requires buying or leasing additional facilities, buying or leasing offce equipment, hiring 
and training additional staff, and managing from a distance. It is not a particularly effcient 
approach to growth ( Wei-Skillern et al., 2007 ). 

While long-distance management costs have been mitigated somewhat by new com-
munications technologies, such as tele- and videoconferencing, and more horizontal man-
agement structures, the remaining costs of branching are not as easily lessened. In addition, 
the more far-fung the branches, the more diff cult it is to coordinate staff schedules. 

A seldom-considered “cost” of branching lies in the message it sometimes sends to local 
people, institutions, and partners in the venues where branches are located. In essence, 
it says, “We don’t trust you to do our work in your community well.” It is the antithesis 
of the dissemination strategy, which implies trust and openness. Another alternative, the 
affliation strategy (described below), permits substantially more local autonomy than 
branching.While branching brings control and its benefts to the home offce, it can engen-
der a negative atmosphere that interferes with local social capital building that helps to 
achieve mission. Most local people are uncomfortable with ceding control to outsiders. 
Employing locals to staff and manage a branch can help with this problem, but it does not 
alter the fact that ultimate control resides elsewhere. 

Affliation 

Affliation shares common characteristics with branching: there is typically a “home offce” 
and several (sometimes many) outlying offces scattered across the country and/or around 
the world.All of these offces share a mission and a brand ( Wei-Skillern et al., 2007 ). How-
ever, the connection between the home offce and the affliates is usually more relaxed. 
The affliates are locally managed and staffed and are typically fnancially self-supporting. 
In some organizations (Habitat for Humanity is a good example), affliates make regular 
donations to the home off ce ( Wei-Skillern et al., 2007 ). 

This approach to scaling is substantially less expensive to implement because the 
self-suffciency of local affliates precludes the need for major facility, resource, and staffng 
investments by the home offce or headquarters ( Wei-Skillern et al., 2007 ). In the struggle 
between control and cost, affliation represents a compromise between dissemination and 
branching. Through affliation, a social venture can grow while keeping costs down and 
maintaining a modicum of control. Affliation is less threatening to local communities 
than branching because the degree of outside control is reduced. 

Nevertheless, it is important to note that among affliate models there is a fair degree 
of variability relative to the level of control by the home offce. An example of a very 
loose affliation arrangement is that of Social Venture Partners (SVP). SVP makes matches 
between individual philanthropists and local nonprofts, providing the latter with funding 
and business management advice. Founded in Seattle, SVP grew through affliation to 
other cities around the United States. The affliates enjoy considerable autonomy, with 
the home offce playing the role of information and knowledge broker, and using licens-
ing agreements to protect its mission and brand ( Dees, Anderson, & Wei-Skillern, 2004 ). 
Dress for Success represents another variation on affliation that emphasizes greater con-
trol by the home offce. The mission of Dress for Success is to provide women who cannot 
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afford to buy a suit to wear to job interviews or to a job itself with a donated suit. Since 
launching in New York City in 1996, Dress for Success has expanded to cities around the 
world by affliation. Affliates are independent nonprofts, but they are required to have 
uniform facilities and programs that emanate from the headquarters ( Dees, Anderson, & 
Wei-Skillern, 2004 ). Despite this variation in level of control among affliation models, it 
remains true that aff liates are considerably more autonomous than branches. 

Social Franchising 

We have seen that in social entrepreneurship there are hybrid legal structures and hybrid 
fnancing approaches; therefore, it should come as no surprise that there is a hybrid scaling 
strategy as well. Social franchising, an increasingly popular vehicle for growth, has been 
described by some as a hybrid of branching and aff liation ( Wei-Skillern et al., 2007 ). 

Like commercial franchising, social franchising involves a parent venture, the franchisor, 
and affliated ventures, the franchisees. While the franchises are independently owned and 
operated, franchisees must pay a franchising fee and royalties to the franchisor. In return, 
the franchisees receive a brand, product, or service specifcations, and operating assistance 
and support ( Wei-Skillern et al., 2007 ). This approach to franchising is called “package 
franchising” and was developed by Howard Johnson in the 1930s ( Cohen, 2010 ). 

In social franchising the fees and royalties tend to be lower than for commercial fran-
chises. In many social franchising models, royalties are not required at all ( Cohen, 2010 ). 
One major challenge in this regard is establishing the value of what the franchisor brings 
to the relationship. Because social return on investment (SROI) is more diffcult to mea-
sure than fnancial return on investment (ROI), placing a dollar fgure on the value of a 
franchise can be diffcult. There are emerging methodologies for calculating the value of 
a social brand, which may be a good place to start. For now, however, social franchises are 
likely undervalued. As a result, social franchisors tend to adopt the position that expand-
ing mission achievement and having good relationships with their franchisees are the pri-
mary goals of their efforts. 

A major part of the attraction of the social franchising model is the fact that it permits 
scaling at a faster rate and a lower cost than does branching, and it still allows for a mea-
sure of control over quality and the brand ( Wei-Skillern et al., 2007 ).This is a compromise 
that many social entrepreneurs are quite happy to live with. Social franchisors also enjoy 
the fact that this is a relatively risk-free mechanism for scaling ( Tracey & Jarvis, 2007 ). 
For their part, franchisees get a tested business model and a relationship that mitigates 
their own risk ( Tracey & Jarvis, 2007 ). 

Before a social venture decides to pursue social franchising, it should consider the fol-
lowing ( Dees et al., 2004 ; Tracey & Jarvis, 2007 ; Cohen, 2010 ): 

 Does the venture have an easily described and readily understandable business model 
for which quality can be clearly measured? If not, there may be nothing to franchise. 
This business model must involve a robust brand, competitive products and services, 
and the commitment and capacity of the franchisor to provide assistance that is con-
sistently effective over time. These are the same business concept elements that make 
commercial franchises successful. 
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 Does the franchise model being considered ft the mission of and the major challenges 
faced by the would-be franchisor? 

 Is there fexibility in the model to permit feedback from franchisees and adjustments 
based on that feedback? 

A study by Tracey and Jarvis ( 2007 ) found that successful social franchising efforts have 
a strong business model, franchisees who have previous experience operating ventures 
(business or social), incentive structures that bring the missions of the franchisor and 
franchisee into alignment, and clear separation between the social and business aspects of 
their double bottom line. These fndings imply that care should be taken when selecting 
franchisees to ensure that they have the skill set to effectively manage their ventures.They 
also imply that, while control on the part of the franchisor may be a goal, franchisees need 
some freedom as a means to guarantee mission alignment. Finally, for some social franchi-
sors, attempting to balance the successful operation of the venture and the achievement 
of social mission within the same organization may prove burdensome. This is often a key 
reason why hybrid organizational structures are chosen—a for-proft to chase revenue and 
a nonproft to pursue social mission. A social franchising arrangement can play the same 
role, allowing the franchisor to concern itself with economic outcomes, while franchisees 
focus on social outcomes ( Tracey & Jarvis, 2007 ). 

An example of a successful social franchising effort is Green Star Services Delivery 
Network in Pakistan. Green Star was created by Population Services International and 

Scaling Strategy Cost Control 

Dissemination Low Low 

Affiliation Moderate Moderate 

Branching High High 

Hybrid (Social Franchising) Moderate High 

FIGURE 9.1 Relative Cost and Control Levels by Scaling Strategy 
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Social Marketing Pakistan to provide family planning services and contraceptive products 
to low-income women in urban areas. Green Star acts as the franchisor that has linked 
together thousands of privately owned pharmacies and clinics in cities across Pakistan 
under the Green Star brand ( McBride & Ahmed, 2001 ).Another example is celebrity chef 
Jamie Oliver’s Fifteen restaurants, which hire unemployed youth as apprentices and teach 
them kitchen skills.The frst Fifteen opened in London and the concept has been spread by 
social franchising to Cornwall, UK, Amsterdam, and Melbourne, Australia. While Fifteen 
has fallen on hard times, recently closing many of its facilities, its positive impact on the 
lives of hundreds of youth is a legacy of its mission-scaling efforts. 

As noted, for each of these major scaling strategies an issue is the balance of cost and 
control. Figure 9.1  compares relative cost and control levels for each strategy. 

SCALING ENHANCERS 

While they cannot technically be considered scaling strategies, there are two important 
sets of activities that, when employed strategically, can enhance growth. These are mar-
keting and networking. 

Marketing 

While marketing is automatically considered a major factor in any commercial venture’s 
scaling efforts, it is less commonly thought of as a growth technique in social entrepre-
neurship, and when it is, the emphasis of marketing efforts is on attracting more phil-
anthropic dollars to nonproft ventures. This is rather surprising given the realities. For 
for-proft social ventures, growth in markets, and profts, are closely tied to the ability 
to accomplish social mission—the double bottom line. Nonproft social ventures must 
also concern themselves with marketing, especially in light of the fact that more than 
50 percent of the cash income of NGOs worldwide is derived from earned income activ-
ities ( Wei-Skillern et al., 2007 ). Marketing is a way of heightening awareness of the social 
venture and its mission, and of driving customers/benef ciaries to its door. 

Marketing 101 tells us that every social venture, no matter its legal or fnancing struc-
ture, should include a marketing plan in its business plan. That marketing plan should 
consist of a market analysis, a competitive analysis, and a marketing strategy. The mar-
ket analysis should identify who the customers of the venture are—their demographics, 
behavior patterns, and lifestyle characteristics. It is often useful to break down that mass 
market into a more refned set of market segments. For example, if a social venture’s mis-
sion is to fnd housing for the homeless, then, rather than thinking of the homeless as a 
monolithic group—an undifferentiated or mass market—it might be more useful to think 
about subgroups of the homeless: individuals vs. families; those who are homeless due to 
mental health problems vs. alcoholism/drug abuse vs. economic distress; men vs. women 
vs. children, etc. This would permit the housing solutions offered to be better targeted to 
the affected subgroup, making them more eff cient and effective. 

Social entrepreneurship guru Jerr Boschee takes the use of market analysis a step fur-
ther. He urges that it be used as a form of triage by social ventures, particularly nonprofts 
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that attempt to offer too many services. He asserts that “the frst rule of entrepreneurship 
is contraction” ( Boschee, 2006 , p. 2). This refects a piece of common wisdom that man-
agement specialists offer to entrepreneurs operating new enterprises, which is to start 
out by sticking to what you do best, rather than moving away from your core business. 
Once an entrepreneur has mastered her or his core business, she or he can then begin to 
contemplate pursuing additional lines of business, as long as these do not venture too far 
away from the company’s core capacity and capabilities. Boschee states that the balance 
between social need and proft potential must be assessed, and those services that do not 
make signifcant contributions to both should be ended. This can only be done by know-
ing the venture’s market and its segments. Boschee ( 2006 , p. 2) goes on to assert that this 
approach will actually allow the venture to grow: 

Social entrepreneurs have discovered that reducing their number of products, 
services and target markets has actually enabled them to serve more people 
and to serve them better, because they’ve had the time and resources to expand 
their most effective and needed lines of business and to carefully introduce new 
products and services. 

The second phase of the marketing plan is the competitive analysis. Here, the social ven-
ture identifes its competition and how it is unique relative to them. This distinguishing 
feature of the product or service of the venture is the social value proposition (discussed in 
Chapter 3 ). Information from the market and competitive analyses is then used to prepare 
a marketing strategy for the social venture. This strategy lays out a plan for featuring the 
SVP and for the appropriate pricing, promotion, and distribution of the product/service. 
This must be done for each identif ed market segment. 

An increasingly important aspect of marketing is branding. In business entrepreneur-
ship, branding involves making the company unique from its competitors in a way that 
will stick in customers’ minds. This might be accomplished through the creation of a dis-
tinctive logo, requiring employees to wear uniforms, the development of a catchy tag line, 
and so forth. However, in essence, a brand is an effective refection of the unique value 
proposition of the business’s product or service. That is, what ultimately gives a company 
a brand is the way in which customers think about its product or service and the latter’s 
value to them. 

The same is generally true in social entrepreneurship; however, the connection between 
the customer, and all stakeholders, and the social venture is often more emotional ( Wei-
Skillern et al., 2007 ). For example, Memorial Sloan-Kettering Cancer Center (MSKCC) 
is a nonproft cancer hospital and research center in New York City. It has a strong rep-
utation as being one of the best in the world at what it does. Nevertheless, its true brand 
and, subsequently, its ability to attract exceptional resources to the accomplishment of 
its mission and to the growth of the organization are the emotional dimension of cancer. 
Virtually everyone has been touched by cancer in some way. Furthermore, MSKCC has 
helped many people and their families to fght this deadly and debilitating disease in a sen-
sitive and caring way. This has yielded incredible goodwill toward MSKCC over the years. 

Professor Jennifer Aaker of the Stanford University Graduate School of Business has 
stated that “A brand is a promise to a customer” ( Pimentel, 2007 ). For a social venture, that 
promise is one of changing something for the better. When a social venture consistently 
delivers on this promise and can demonstrate that, its brand is established. 
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The emergence of branding in social entrepreneurship has brought with it another phe-
nomenon: cause-related marketing. Cause-related marketing involves a private for-proft 
company seeking to associate itself with a social venture with a strong brand for marketing 
purposes. Marketing research has shown that people like to buy products and services that 
are associated with a social or environmental cause. This situation is enhanced when the 
social venture involved has a strong reputation; that is, it is widely recognizable and has a 
mission that creates an emotional attachment for customers. 

While the benefts to the for-proft, commercial business are apparent, the advantages 
to the social venture may be less so. Cause-related marketing can be a very effective 
way for a social venture, particularly one with a nonproft structure, to raise money for 
expanding its reach. The (RED)™ campaign, which raises money for the Global Fund for 
HIV/AIDS, Tuberculosis and Malaria prevention, is a highly successful example of this. 
(RED)™ has entered into numerous cause-related marketing agreements with commer-
cial businesses, among them Apple Computers, Belvedere Vodka, Converse, Hallmark, 
Nike, and The Gap. Under a licensing agreement with (RED)™ each company makes a 
product that features the color red—a label, a T-shirt, a laptop computer, and so forth. 
When the products are sold, a portion of the proceeds goes to the Global Fund. The com-
mercial businesses are trading on the “good name” of the (RED)™ campaign and people’s 
emotional reaction to its mission. The campaign, for its part, is getting access to a wider 
donor base and the scaling opportunities that this affords ( Fritz, 2011 ). 

All of this suggests that the commercial business and the social venture are negotiating 
these marketing arrangements on a level playing feld. Yet that may not always be the case. 
Clearly, the social venture’s brand has value to the commercial enterprise or the latter 
would not pursue the relationship. If the social venture does not know what that value 
is—cannot put a dollar value on its brand—then it is at a disadvantage. However, if the 
social venture comes to the negotiation with a clear idea of the value of its brand, then it 
will be able to bargain for a fair return on the use of that brand ( Wei-Skillern et al., 2007 ). 
In addition, this knowledge puts the social venture in the position of being the initiator of 
such partnerships should it choose to actively pursue them. 

This latter discussion raises another issue relative to marketing by social ventures. Not 
all social entrepreneurs know how to market effectively, particularly many nonproft 
social entrepreneurs. This has given rise to a cadre of for-proft consultants and advisors in 
this arena, but it has also spawned some additional social entrepreneurship in the form of 
social ventures whose mission it is to provide marketing expertise to other social ventures 
that need it. One such organization is the Taproot Foundation. 

Taproot was founded by Aaron Hurst in 2001. Hurst, who has experience in both the 
nonproft world and in commercial marketing, recognized that many nonprofts do not 
have adequate money or expertise to launch a successful marketing effort. Yet marketing 
is essential to their fund-raising, earned income, and scaling activities. Hurst’s idea was to 
fnd professional marketing people who were willing to donate their time as volunteers, 
sort them into teams, and assign each team to a nonproft client. Each team is supported 
in its efforts by a Taproot grant that covers the costs of materials and production. These 
grants are non-cash grants to the nonproft, which gives them the freedom to do what 
needs to be done without outside scrutiny. In essence, the grants are grants of professional 
expertise ( Orr, 2005 ).Taproot maintains offces on both US coasts—one in New York City 
and one in San Francisco. On average, it serves between 100 and 200 client nonprofts per 
year ( Orr, 2005 , p. 1). 
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Sometimes marketing help for social entrepreneurs does not focus on branding or get-
ting the social venture’s message out more effectively. Sometimes it is simply getting 
the social venture’s product to a wider market. The latter is the kind of help afforded by 
Roozt.com. The clients of Roozt.com are typically for-proft social ventures that are pur-
suing the triple bottom line: economic, social, and environmental value ( Kaplan, 2010 ). 

Roozt.com offers them a Web platform for selling their products, with a twist. A given 
product from a single social venture is featured for one day only and is the only product 
featured that day. In addition, an exclusive discount is offered on that product. The idea is 
both to support social ventures and to change the mindset of consumers. Brent Freeman, 
the founder of Roozt.com, likes to point out that not only is his company helping social 
entrepreneurs to sell their products, but he and his colleagues are also compiling best prac-
tices and other knowledge to share with these ventures, and for the latter to share with 
each other. Furthermore, Roozt.com is giving consumers the opportunity to move from 
buying solely out of self-interest to buying products that further the work of social entre-
preneurs and contribute to the well-being of society. If this is not enough, each purchase 
on Roozt.com also supports the work of charities other than the social venture whose 
product was purchased. On average, between one and two consumers sign on to Roozt. 
com every two minutes ( Kaplan, 2010 ). 

Networking 

While, arguably, the strategies for scaling discussed earlier in this chapter—dissemination, 
branching, affliation, and social franchising—all involve some level of networking, net-
working in general is not always thought of as a formal path to growth in social entre-
preneurship. Yet networking, or social capital building, is an excellent way to expand the 
reach of a social venture and to marshal the resources required for future growth. 

When considering networking as a scaling tactic, a social entrepreneur should take into 
account three important concerns: 

1 With whom should I build alliances? 
2 Why is networking necessary and benef cial under the circumstances? 
3 How should I approach successful alliance building? 

With Whom Should I Build Alliances? 

A useful framework for thinking about potential networking, or alliance building, and 
who might be a part of your social venture’s network, is the Value Net (see  Figure 9.2 ), 
created by Brandenburger and Nalebuff ( 1996 ) and noted earlier in this book. In the 
Value Net model, these researchers use game theory to think about the market ecosystem 
in which any venture operates. The market ecosystem is home to the activities of several 
major market players, which Brandenburger and Nalebuff call customers, suppliers, sub-
stitutors, and complementors. 

Customers and suppliers are self-explanatory labels, and the relationships between the 
venture in question and these two groups of market players are relatively obvious. How-
ever, substitutors and complementors may be less obvious. “Substitutors” is another label 

http://Roozt.com
http://Roozt.com
http://Roozt.com
http://Roozt.com
http://Roozt.com
http://Roozt.com
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Substitutors Social Venture 

Suppliers 

Customers 
(Beneficiaries) 

Complementors 

FIGURE 9.2 The Value Net for Social Entrepreneurship 

Source: Brandenburger & Nalebuff ( 1996 ). 

for competitors. These are the ventures in the market ecosystem that offer products or 
services that customers may seek to buy instead of the products or services of the ven-
ture in question. Complementors are those ventures in the ecosystem whose products 
or services are necessary to using the products or services of the venture in question. For 
example, if the latter venture makes computer software, then its complementors might 
make computer hardware. If the venture in question were a social venture that fghts 
childhood obesity by teaching children to cook using healthy, low-fat ingredients, then its 
complementors might include farmers who raise free-range livestock or organic produce. 

Brandenburger and Nalebuff ( 1996 ) urge us to think of these relationships as being 
in constant motion, with players shifting roles. Today’s supplier may be tomorrow’s cus-
tomer. Complementors could, theoretically, become substitutors, and substitutors could 
be complementors at some point in time. With this insight and understanding, we as 
entrepreneurs can become proactive in our relationship building, seeking to manipulate 
the ecosystem in our favor, much as a player in a game attempts to manipulate other play-
ers to her or his advantage. 

Relationship building need not be quite so Machiavellian, however, and this is where 
this model has applicability to social entrepreneurship and the scaling of social ventures 
through networking. Social ventures need to see their market ecosystems as being “in play” 
and ripe for making friendships that increase the number of customers they reach, expand 
the resources available, lower the costs of inputs, and turn competitors into collaborators 
(the concept of co-opetition noted in  Chapter 1 ). As has been discussed elsewhere in this 
book, competition in social entrepreneurship is typically over resources. If competitors 
share a similar mission with the social entrepreneur’s venture, it is likely that they will be 
able to recognize the advantage in sharing resources. If suppliers can be sold on the social 
venture’s mission, they may well go beyond the traditional supplier role to accommodate 
the venture’s success. The packers and distributors that work with Newman’s Own, Inc. 
believe so strongly in the latter’s mission that they routinely go over and above what 
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would normally be expected of them, and they make generous donations to the company’s 
nonprof t foundation as well ( Wei-Skillern et al., 2007 ). 

There are often opportunities for competitors to be persuaded that they are actually 
the social venture’s complementors. Rather than competing, providers of affordable hous-
ing to low-income households could organize themselves to provide complementary ser-
vices in the process. Viewing one’s market ecosystem in this way opens up almost limitless 
opportunities to build new alliances that will better serve one’s social venture and its 
ability to scale its reach. 

Why Is Networking Necessary and Benefcial? 

Our discussion of the “who ” in networking has helped answer this question to a limited 
extent. Social entrepreneurs network to gain advantages in the market. However, this 
explanation does not get at the root causes of the growing need to network. Wei-Skillern 
et al. ( 2007 ) identify four reasons to network: resource scarcity, growing competition for 
resources, a growing societal appetite for greater effciency, and increasing demand for 
documented performance. 

By and large, social entrepreneurs compete for limited resources, not customers. This 
assertion contains two important considerations. First is the fact that resources are limited. 
This has always been the case. Whether it is fnancial, physical, human, or social capital, 
the supply is fnite. This has only been exacerbated during the recent Great Recession. 
As the economy constricts, nonproft, for-proft, and hybrid social ventures are often 
starved of resources. Second, the number of social ventures continues to grow. Between 
1997 and 2007 the number of nonprofts alone increased by 64 percent ( Wei-Skillern 
et al., 2007 , p. 192).With the resource supply dwindling and resource competition increas-
ing, social entrepreneurs are being squeezed. 

While this is a dire set of circumstances in one sense, it is a major opportunity in another 
for those willing to act on it. Networking with resource competitors to share resources and 
maximize mission achievement, networking with complementors to increase compatibil-
ity and share resources, networking with suppliers to reduce the cost of inputs, and net-
working with customers to streamline service delivery and reduce resource requirements 
are all viable ways to deal with resource scarcity and competition, and position the social 
venture for future growth. 

Because resources are scarce, it is not surprising that there is a greater demand by soci-
ety for increased effciency in the way in which resources are allocated and used. For for-
proft social ventures that have the beneft of market discipline in their favor, this may be 
less of an issue. Greater effciency yields greater profts. However, the fact that nonprofts 
are not disciplined by the market makes them more vulnerable to ineffcient behavior. 
Investors in nonproft social ventures are now insisting on greater accountability relative 
to the effcient use of the resources the investors provide. This translates to greater scru-
tiny of nonproft operations. However, herein lies an opportunity. Because there are fewer 
resources, particularly philanthropic support, for nonprofts, more social ventures that are 
structured in this way are moving to engage in social enterprise (fnding ways to generate 
earned income). If this earned income is to be maximized, greater effciency in the way in 
which it is produced is essential; thus, market discipline is introduced into the nonproft 
sector. Increased revenue makes scaling possible. Networking can aid this process by help-
ing to cut the cost of producing goods or services for sale. 
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A fnal reason as to why networking is necessary and benefcial is that there is a grow-
ing demand for performance accountability. No matter what their structure, investors are 
calling upon social ventures to prove their social impact.This means that from their incep-
tion, social ventures must have a theory of social impact or theory of change. They must 
be able to show the connection between their activities and the impact they seek to make. 

Chapter 8  discussed social impact measurement at length; however, a brief example 
here may help to illustrate the chain of argument in a theory of change. One of the 
authors’ former students started a social venture, the mission of which is to help eco-
nomically disadvantaged, inner-city youth gain access to a high-level college education. 
This venture offers each student help with tailoring their high school class schedule to 
best prepare them for college; assistance in preparing for college entrance examinations; 
arranging college visits; and other college preparatory services that their families could not 
afford. These activities can frst be connected to a set of outputs: total number of students 
being served, number of students who take the entrance exam preparation course, etc. As 
students move through the program, these outputs can be linked to a set of outcomes: the 
number of students scoring above 1,100 on the SAT, the percentage of students admit-
ted to college, the percentage of the program’s students who graduate from college, and 
so forth. As time goes on and program alumni pursue their lives and careers, it is hoped 
that these outcomes may be linked to a change in the standard of living of participants 
and their families, to participants coming back to their communities to give back, and to 
a greater number of college-educated residents of the community—true social impacts. 
Thus a clear path from intervention to impact is created, and investors can feel comfort-
able that their investments make a genuine difference. 

In order to make its theory of change implementable, this social venture has built strong 
networks with the knowledgeable professionals who serve on its board, with college 
admissions offces, with entrance examination preparation providers, and with the public 
school system, among others. Not only has the social venture made these players in the 
college admissions world more visible, accessible, and affordable to disadvantaged urban 
youth, it has also pulled them together into a team that has the capacity and capability to 
achieve true social impact and to grow that impact. 

How Are Effective Networks for Social 
Entrepreneurship Built? 

Ultimately, networks involve the coming together of distinct individuals and organiza-
tions. Successful networks are therefore about successful relationships. Such relationships 
require that attention be paid to several factors. 

As is the case with virtually every aspect of social entrepreneurship, mission is a key to 
successful networks. Sharing similar missions makes it substantially easier for social ven-
tures to work together effectively. Competitors for resources that share a common mission 
quickly realize that competing is not productive in the sense that it diminishes both orga-
nizations’ capacity to achieve that mission. Collaboration is the rational approach. 

Embedded within the mission of every social venture is that venture’s values . These are 
the things that the venture and its founding entrepreneur(s) hold dear.Values may include 
making a proft, creating social value, both of these things together (a double bottom 
line), maintaining a quality working environment for employees, protecting the natural 
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environment, and so on. Much like a successful marriage between two people, a successful 
partnership between organizations involves shared values. Understanding a venture’s own 
values is the f rst step toward recognizing those values in prospective partners. 

Successful networks also have partners that share a common vision or common goals 
( Hamlin & Lyons, 1996 ; Wei-Skillern et al., 2007 ). If the organizations in a network are 
not heading in the same general direction, it is very diffcult to sustain the relationship. 
Organizations contemplating entering into a partnership should each articulate their own 
vision or goals and share these with each other. These can then be negotiated into a set of 
goals for the network that complements each member’s ability to meet its goals. 

On every successful team there are specifed roles that need to be played and a member 
designated to play each role ( Hamlin & Lyons, 1996 ; Wei-Skillern et al., 2007 ). A basket-
ball team is a partnership made up of fve members. Each member has a role to play—the 
point guard, the shooting guard, the power forward, and so forth. When each member of 
the team plays his role effectively and in harmony with all other team members in their 
roles, the team fourishes. This is made possible because the roles are clearly defned and 
each member understands his role relative to that of his teammates. However, when roles 
are unclear, individual members fail to understand their role in the larger scheme, or mem-
bers seek to play roles other than their own, chaos ensues and the team (the partnership) 
disintegrates. 

Successful networks, or partnerships, also need effective leadership ( Hamlin & Lyons, 
1996 ). Too often, it is assumed that assembling the network is enough, as though, once 
the parties are brought together, the new entity will automatically be capable of running 
itself. This is a dangerous assumption with potentially damaging consequences. Someone, 
or some people, must lead. The leader might be one of the organizations in the network. It 
might be a governing body made up of representation from each of the parties to the net-
work. It could be a leader elected democratically by the member organizations. However 
leadership is chosen, it is essential to moving the network forward. 

Finally, it is important to recognize that the number and types of networks required by 
a social venture vary with the latter’s stage in its life cycle. The pre-venture and start-up 
stages are the periods when the most networking takes place ( Greve & Salaff, 2003 ). This 
is very understandable when one thinks about growth as being a series of new start-ups by 
an existing venture. The management challenge involves attempting to manage both an 
existing venture and a start-up at the same time ( Wei-Skillern et al., 2007 ). 

CONCLUSION 

True social entrepreneurs scale their ventures in order to maximize the reach of their mis-
sion. This is expected by those who invest in them. There are challenges to growth that 
must be faced; however, there are also acquired capabilities that can help social entrepre-
neurs to overcome these challenges. 

The challenges to scaling include those that are internal and those that are external 
to the social venture. Among the internal challenges are internal stakeholders (board of 
directors, staff) who do not see the need for growth, an antithetical organizational cul-
ture and/or mission, boards that are openly hostile toward the founding entrepreneur, the 
withdrawal of community support, the inability to demonstrate impact, and a stagnant 
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internal human resource pool. External challenges may include resistance from compet-
itors in new markets being penetrated or a perception by prospective target benefciaries 
that the costs of switching from the current way of doing things are too high. 

There are a variety of strategies for clearing these hurdles and pursuing growth. The 
frst of these is to ensure that the necessary organizational capacities are in place to enable 
successful scaling. These include a clear mission, appropriate structure, ability to model or 
codify what works, a supportive culture, good and germane data, ample resources, capable 
leadership, and an adequate governance apparatus. The second strategy involves choosing 
the most appropriate structural growth option(s) from among the major options of dis-
semination, branching, affliation, and social franchising. Third is to employ the process, 
tools, and techniques of marketing as growth-enhancing strategies. Finally, networking or 
alliance building can be a powerful strategic approach to accomplishing the scaling of a 
social venture. 

None of this is intended to suggest that small nonproft organizations with no expec-
tations of growth are not important to the social sector. They clearly have a role to play 
in addressing social problems. However, if we accept the defnition of entrepreneurship 
articulated in Chapter 2 , true entrepreneurs have a goal of growth for their ventures. It 
follows, then, that true social entrepreneurs strive to scale their ventures. 

Case Study 9.1 

FareStart® and Catalyst Kitchens® 

Catalyst Kitchens® is a nonproft social venture launched in 2005 by another social enterprise, 
FareStart®, to provide technical assistance to other organizations that want to emulate the success 
enjoyed by FareStart® in serving the homeless and other disadvantaged populations. Its story 
offers an interesting and unique perspective on scaling in social entrepreneurship. 

The story begins with FareStart®. This is a large nonproft in Seattle which addresses two needs 
of that city’s homeless and disadvantaged population: (1) the need for the provision of regular 
meals, and (2) the need to move these individuals toward independence through employment. Far-
eStart® meets these needs by employing homeless and disadvantaged people in its commercial 
kitchens, which, in turn, serve meals to the larger homeless and disadvantaged population. In this 
process, these individuals are trained to work in the food industry. 

FareStart® began its work in 1992. It provides six major services: a sixteen-week culinary 
training for economically disadvantaged adults; contract meal provision to low-income childcare 
programs, schools, healthcare shelters and homeless shelters; an eight-week barista training pro-
gram for homeless youth and adults; an eight-week culinary training program for high school 
students; a food service apprenticeship program for low-income adults; and housing and social 
services for its clients. This social venture has served 10.5 million meals over its history and 
continues to serve 3,000 meals per day (FareStart, 2019a). Its culinary training program places 
91 percent of its trainees in jobs within 90 days of graduation. Its youth barista training program 
has a 76 percent placement rate within 180 days of graduation ( FareStart, 2019b ). 

Culinary training program trainees receive over sixteen weeks of both classroom and kitchen 
training. The on-the-job-training takes place in FareStart®’s contract kitchen and its retail kitchens, 
which create meals for six operations: FareStart® Restaurant, Maslow’s by FareStart®, Café@ 
PacTower, Cafe@2100, FareStart® Catering, and Guest Chef Events. These latter operations 
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generate earned income that fnances much of FareStart®’s program and support budgets. The 
cafés also serve as the training ground for the youth baristas ( FareStart, 2019c ). 

The dual facts that FareStart® successfully trains and places unemployed individuals in the 
food-service industry and generates substantial earned income in the process have made its model 
of great interest to other organizations around the United States that are pursuing a similar mis-
sion. This presented FareStart® with an opportunity. It could spread its mission by working with 
these organizations to help them achieve comparable success in their own efforts. However, Far-
eStart® feared that if it became directly involved in consulting, using its own staff, it would dilute 
its capacity to achieve its mission in Seattle. With this in mind, FareStart® created a nonproft 
division called Kitchens With Mission, later changing the name to Catalyst Kitchens®. 

Catalyst Kitchens® began as a three-year pilot program. Its founder was David H. Carleton, 
who came from the media, publishing, and Internet industries. It currently has a six-person lead-
ership team, constituted of a Director, Impact Analyst, Program Development Manager, Senior 
Manager of Membership & Resource Development, Communications Coordinator, and Program 
Development Manager (FareStart, 2019a). 

Like its parent organization, Catalyst Kitchens® pursues a mission of helping those who are 
considered by society to be “unemployable,” particularly youth, to learn skills in the food-service 
industry and to get a job in that industry. Unlike FareStart®, however, Catalyst Kitchens® does not 
accomplish this by creating its own kitchens and culinary training processes in other locations but 
by helping other communities to create their own. Thus, Catalyst Kitchens® is helping FareStart® 
to scale its reach across the country. 

While Catalyst Kitchens®’s model is not branching out, it does pursue long-term relationships in 
the communities where it works. Its approach is not purely affliation or dissemination, either. Some 
have suggested that what they do is a form of social franchising; however, Catalyst Kitchens®’s 
leadership does not believe this is true because its partners in each of the communities in which it 
works maintain total ownership ( Cohen, 2010 ). 

So, what  is Catalyst Kitchens®’s model for scaling the work of FareStart®? In essence, Catalyst 
Kitchens® creates a partnership with a local nonproft in each community into which it is invited. It 
then links these nonprofts into a national network (the Catalyst Kitchens® Network) which shares 
information, knowledge, best practices, training tools, evaluation tools, fundraising and grant sup-
port, and group access to corporate discounts and sponsorships that likely could not be obtained 
individually ( Catalyst Kitchens, 2019a ). As the Network grows in size and strength, its value to its 
members increases. This is, in part, the lever that Catalyst Kitchens® uses to keep its partners in 
line and pursuing quality and performance. If they do not, they can be dropped from the Network 
( Cohen, 2010; Catalyst Kitchens, 2019b ). In addition, there are eligibility criteria for joining the 
Network that, in essence, help to ensure that prospective partners already operate like FareStart®. 
They must be a 501 (c) (3) nonproft with an operating budget and a steady funding stream. They 
must provide at least two of the following services: (1) job training for the food service industry; 
(2) community meals for a vulnerable population; and (3) revenue generation by social enter-
prise businesses. Providing wraparound services for their clients is another requirement, as is a 
commitment to accountability in the form of outcomes measurement, holding the program to high 
performance standards, and sharing best practices (Catalyst Kitchens, 2019b). 

Catalyst Kitchens® uses a consultancy model when working with partners. The criteria for 
“readiness” for this consulting service are very similar to those for joining the Catalyst Kitchens® 
Network, with the additional stipulations that if the partner organization has not already launched, 
it must plan to do so in one to two years and that a consulting budget has been established. There 
is a range of consulting packages from which the partner can choose, which cost about $30,000 
on average (Catalyst Kitchens, 2019c). 

By 2019, Catalyst Kitchens had over 60 collaborators in its Network. These partners helped 88 
percent of their clients to fnd jobs. After three months, 76 percent of this group was still employed 
(Catalyst Kitchens, 2019d). 
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THOUGHT QUESTIONS 

1 Do you agree with Catalyst Kitchens®’s leaders that it is not a social franchise? Why, 
or why not? 

 2 What are your thoughts on FareStart®’s approach to scaling? What are its advantages? 
Its limitations? 

 3 In your opinion, would the FareStart® model work as effectively in an industry other 
than food service? Why might food service lend itself particularly well? 

 4 Catalyst Kitchens® relies on Network membership to give it control with its partners. 
Is this a sustainable strategy? Explain.

 5 How does Catalyst Kitchens®’s approach refect organizational capacity building as 
discussed in this chapter? 

VOICES FROM THE FIELD 

Ann Marie Sullivan, Founder and CEO, Spectrum Works 

There are times in life that one refects back on exactly when a change happened. Where 
was I when I heard that the World Trade Center Towers came down; where was I when 
Steve Jobs announced, “we’re going to reinvent the phone” and introduced the iPhone? 
Traveling around the world and having started and run a publishing company in Sweden, 
I realized one day, sitting in a café in Luxembourg, that running a business for proft was 
challenging but achievable. However, interested in helping humanity, I wondered could 
I start and run a social enterprise. Could I start an organization that both makes money 
and helps others? Are the fundamentals of starting and growing a proft-motivated com-
pany transferable skills into the nonproft universe? Tackling that question required a lot 
more than just three mocha lattes and an internet search. 

I had to explore what social entrepreneurship really means and to decide for myself 
how to create an opportunity to build the platform for success. Why weren’t there more 
social entrepreneurs? It seems a perfect way to fx so many of the world’s problems. Make 
money and use it to elevate humanity. The examples were still relatively rare. 

Undeterred, I set about fnding the “perfect” model. As a volunteer consultant, I worked 
on several projects, but the one that had the greatest impact on me was a social enter-
prise program providing job training and employment for individuals with special needs, 
including autism. I saw, frst-hand, individuals with autism at work and heard amazing 
stories of how having a job changed their lives. I researched “autism and employment” 
and found an imbalance between the “growing population of individuals with autism and 
the low percentage of those individuals that are employed.” In the United States, 1 in 59 
children are diagnosed with autism and approximately 500,000 young adults with autism 
will be reaching adulthood within the next decade. Many have the desire to be employed 
but lack the skills, the experience in an integrated workplace, and the opportunity. Finally, 
and most importantly, it is now proven that the lifetime health of individuals with autism 
is improved by those individuals having employment (Autism Speaks, 2019). 
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“Lesson 1: There are many social imbalances that need to be fxed. Find one that inspires 
you and try and change it.” 

I named the organization (Spectrum Works), wrote the business plan, tried to raise 
funds, failed to convince local authorities, philanthropists, and corporations of the merit 
and almost retired from social entrepreneurship before I started.Then as with all start-ups, 
somebody somewhere believes. Up to bat came the New York Yankees, and, with their 
contribution, the spark was ignited, the torch was lit, we were born, and the fun began. 

Spectrum Works’ model is to drive social change! To help young adults with autism live 
up to their potential for stable, successful, economically self-suffcient lives and, at the same 
time, help companies create neuro-diverse workforces. Next up was a start-up innovation 
grant from the New Jersey Department of Labor (division DVRS) and we were really on 
our way.The plan: employ individuals with autism, generate proft from products they help 
make, sell job training/employment services to high schools and businesses, and invest prof-
its in more employment, Repeat! We met a benefactor company who provided space and 
employment opportunities and we were underway. The road to success now assured .˛.˛. 
not quite .˛.˛. brakes on after the second and third year of a committed grant vanished. 

“Lesson 2: All that glitters is not gold. Business plans are f uid and can change.” 
Spectrum Works’ frst few years few by! We hear about Uber with an $80+ billion 

valuation and Airbnb growing at an exponential rate. Both built “technology platforms” 
without owning any assets. What makes these companies stand out is an easy identifca-
tion of the problem they are trying to solve. For example, Uber broke the taxi monopoly, 
and Airbnb allowed individuals to compete with hotels and bed and breakfast overnights. 
Warby Parker decided that eyeglasses were too expensive and that 1 billion people in 
the world (or 15 percent of the world’s population) cannot afford, or otherwise have 
access to, eyeglasses and, therefore, cannot effectively learn or work. They set out to solve 
that problem. The team at Spectrum worked hard to create employment opportunities, 
achieving real success one student at a time. Students gained valuable work experiences 
through on-the-job training and work-related “soft skills” via our proprietary job readiness 
curriculum. As more high schools learned about our program, the number of students 
increased, and several program graduates were hired directly by our partner company, 
Green Distribution. Our program not only improved the lives of individuals with autism, it 
also had a noticeably positive effect on the employees at Green. After seeing the impact of 
the pilot program, we began implementation at other companies in New Jersey, including 
a successful partnership at  Rent the Runway . 

Looking back, we had some challenges that, if addressed earlier, might have changed 
our trajectory. Not growing the number of Board members and strengthening our manage-
ment team, breaking the ceiling of sales, and securing suffcient cash to reinvest in growth 
earlier. Probably the one challenge that had the greatest impact was not recognizing the 
original model needed to change. 

Lesson 3: “Don’t just listen to the heartbeat of your patient; every year do a complete physi-
cal and evaluate if the patient is growing healthily.” 

So why can some businesses scale and others cannot? I might have found the reason 
in marketing and management textbooks, purchased from the now defunct local Barnes 
and Noble store. However, most of those books are sitting on my nightstand underneath 
unread bio-fction and summer novels. Unread because of the long days and even longer 
nights dealing with the daily business’ growing pains. At Spectrum Works, the experience 
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of working with corporate partners delivering our program allowed me to see that what 
the “autism space” was missing was a “trusted advisor in integration into the workplace.” 
This realization has opened the door to two key strategic moves. First, we are building 
a technology platform to spread the word and opportunity to many more companies. 
Second, we now help companies who cannot deliver the whole program to get involved 
without a full-time commitment. This sounds very much like the scalable solution we had 
wanted when we started. 

In December 2018, Spectrum Works built on the “trusted advisor” theme by expanding 
our program to include assets such as an onsite employment program, seminars, company 
impact events, diverse-ability Employee Resource Groups (ERG) creation, among others 
(which will all ultimately be delivered through our technology platform). This allows a 
much more seamless integration of people with autism into a partner company’s business 
operations, delivering quantifable and tangible corporate social responsibility (CSR) ini-
tiatives at a minimal cost to the company. We think we are now positioned to offer our 
model on a national scale. 

In summarizing seven years of learning at the “school of experience,” I suggest (in no 
specifc order, as each is equally relevant): secure suffcient start-up capital, recruit the 
right team at the right time, ensure your management bandwidth is used optimally and 
stay on the low risk side of growth by protecting what you have achieved.The last of those 
being the one that must not be underestimated. Balancing how much to spend on the 
program, serving the mission, and deciding how much to reinvest in growing for the future 
is a conundrum social entrepreneurs struggle with every day. Be bold, be brave, and be 
smart. Think longer term. The old saying “businesses must grow or they die” is outdated. 
Between 2005 and 2007, Starbucks aggressively opened new store locations and made 
several operational changes that diluted its customer value proposition, diluted its high 
employee engagement culture, violated its real estate site selection controls, and weakened 
its high value-added “experience” business model. Required growth became a negative for 
the brand. I think a better motto to be motivated by would be “improve or die.” If you 
keep improving, the business should keep getting stronger! 

Managing a social enterprise is a special type of opportunity. Spectrum has grown to 
a point where the future looks strong and the impact opportunity signifcant and broad. 
I am truly grateful for the generosity and support of our staff, partner companies, support-
ers, schools, and most importantly for all of our students who have profoundly impacted 
my life and inspire me every day. 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 In your opinion, is it possible for a social venture to grow too large? If not, why not? 
If so, under what circumstances might this be the case? 

 2 What is the difference between growth and development? How can and should they 
be related? 

 3 A nonproft social venture with a mission to help autistic people to better assimi-
late into their larger community wants to expand its operations by locating a home 
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for autistic adults in a neighborhood in an adjacent community. The neighborhood 
residents stage a rally against the home, at which protesters carry placards reading 
“Not in our Backyard.” What type of challenge to scaling is this, and how might it be 
overcome? 

 4 Does a social entrepreneur have a moral obligation to grow her or his venture? Why, 
or why not? 
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Chapter 10 

Social Intrapreneurship 

AIM/PURPOSE 

This chapter is aimed at describing and examining the phenomenon of social entrepreneurship 
that takes place within an existing organization. The focus is on intrapreneurship within large 
for-proft corporations (corporate social entrepreneurship) and how it is distinct from traditional 
corporate social responsibility. Additionally, the chapter also explores entrepreneurship within 
nonprofts pursuing an earned income strategy. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To understand the nature of social intrapreneurship. 
2. To be able to distinguish between corporate social entrepreneurship and corporate social 

responsibility. 
3. To understand the concept of “shared value.” 
4. To recognize the skills required for successful social intrapreneurship. 
5. To understand the role of organizational environment, or context, in fostering social 

intrapreneurship. 

It has been observed in the business entrepreneurship feld that, while we tend to equate 
entrepreneurship with business start-up, entrepreneurship and innovation can, and should, 
take place at every stage in the business life cycle (Lester, 2004; Lichtenstein & Lyons, 
2010; Molian, 2012). This suggests that individuals within larger frms can think and act 
like entrepreneurs. These entrepreneurs are often referred to as “intrapreneurs,” a term 
attributed to Gifford Pinchot (Macrae, 1982). Intrapreneurs must possess the same basic 
skill set required of successful entrepreneurs, but they also must be able to carry out their 
work within the often more bureaucratic structure of a large organization. 



  
   

 
 

   

 

 
 

 

 

 
      

 
   

  
   

  

 
 

   

 
 
 
 

  
 

 

  

 
 

 

226 Social  In t rapreneurship 

The equivalent players in social entrepreneurship are the  social entrepreneur and the 
social intrapreneur (Brenneke & Spitzeck, 2009). The social entrepreneur is typically the 
founder of a new social venture that he/she grows and sustains. The social intrapreneur 
commonly operates within a large for-proft business or corporation as a  corporate social 
entrepreneur (although this could be a nonproft, as we discuss later in this chapter). 
Michelini and Fiorentino (2012) further distinguish between these two forms of social 
enterprising by noting that they have different business models. While social entrepre-
neurs focus on creating social value and view the creation of economic value as a means to 
achieving sustainability for their social ventures, social intrapreneurs work through their 
core business (whatever that may be) to create  shared value—both economic and social 
value—that benefts the corporation and its community (Austin et al., 2005; Elkington & 
Hartigan, 2007; Porter & Kramer, 2011). 

THE CONCEPT OF “SHARED VALUE” 

Underlying most discussions of corporate social entrepreneurship or social intrapreneur-
ship is the concept of shared value (Elkington & Hartigan, 2007; Michelini & Fiorentino, 
2012; Pavlovich & Corner, 2014). This concept as it applies to corporations is widely 
attributed to Porter and Kramer (2006), who frst articulated it in an article in the Harvard 
Business Review and later expanded upon it in the same outlet (Porter & Kramer, 2011). 

Porter and Kramer are talking about value creation in for-proft corporations. They 
lament the fact that corporations in recent years have become focused on short-term 
profts and shareholder value at the expense of the needs of society. They observe that this 
has prompted policy decisions by governments that, with the best of intentions, only make 
things worse. They believe that the remedy for this situation is for corporations to put the 
emphasis on shared value. 

Shared value permits a broader defnition of capitalism that includes using markets to 
solve social problems as well as economic challenges (Porter & Kramer, 2011). Corpora-
tions must pursue economic and social value in tandem, with one reinforcing the other. 
To pursue economic value alone leaves corporations and society vulnerable. Creating 
social value fosters the equity and stability necessary to permit economies to continue 
to develop (see the discussion in Chapter 1 in the section “Social Entrepreneurship’s 
Unique Qualifcations”). It is, therefore, good for businesses and for communities to 
create social value. 

Porter and Kramer acknowledge that the shift to a corporate focus on shared value 
will not be easy. Merely giving lip service to the concept will not be enough. Engaging 
in charitable activities and/or environmentally friendly operations solely for the purpose 
of enhancing the corporation’s image or attracting a particular market segment will not 
be suffcient. A greater commitment must be made. Part of this commitment must be to 
developing corporate leadership with a stronger understanding of and sensitivity to socie-
tal problems; to acquiring the skills to foster partnerships between the private, public, and 
nonproft sectors; and to embracing the role of social value in making corporations truly 
productive (Porter & Kramer, 2011). Crucial also is an understanding by government off-
cials of business and how economic value is created. As Hamlin and Lyons (1996, p. 167) 
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assert, we need more “public entrepreneurs and private statesmen.” This brings us back to 
corporate social entrepreneurship. 

CORPORATE SOCIAL ENTREPRENEURSHIP VS. 
CORPORATE SOCIAL RESPONSIBILITY 

Students of social entrepreneurship are often very interested in corporate social respon-
sibility (CSR) because of the latter’s social orientation and its apparent commitment to 
sustainable business practices. As a result, there is often confusion about the relationship 
between the two. This is not surprising, given that scholars often defne CSR in terms that 
make it appear that it is essentially social entrepreneurship within a corporate organization. 

Hockerts (2007) argues that CSR fundamentally embodies shared value creation (as 
described above) through its concern with the pursuit of both profts for shareholders 
and social good. Carroll (1991) and Kotler and Lee (2005) emphasize that through CSR 
corporations build social responsibility into their economic decisions. Several scholars 
highlight the corporate–community partnerships that CSR pursues (Austin, 2000; Austin 
et al., 2004; Tracey, Phillips, & Haugh, 2007). 

While all of this is true, it does not tell the complete story. CSR involves a very broad 
spectrum of activities that may include philanthropy, cause-related marketing, environ-
mental sustainability, and energy conservation, among others. All of these activities are 
laudable and can be benefcial to society; however, they are driven by the economic goals 
of the corporation, not by a social mission. As Crisan and Borza (2012) found in their 
study of social entrepreneurship and CSR in Romania, when forced to choose between 
their CSR activities and their economic goals, most companies will opt for the latter. In 
fact, very often CSR is more about corporate image building, bending to societal pressure, 
cost saving to enhance profts, and capturing new markets, than it is about mission-based 
commitment to pursuing social good. It involves the pursuit of economic value, with 
social value as a by-product that can be sacrif ced, if necessary (Crisan & Borza, 2012). 

According to the defnition of “social entrepreneurship” adopted in this book, CSR is 
not social entrepreneurship. Perhaps more importantly, given the subject of this chapter, 
it is not corporate social entrepreneurship or social intrapreneurship. If we subscribe to 
Michelini and Fiorentino’s (2012) defnition of social intrapreneurship noted earlier in 
this chapter, then social intrapreneurs create truly shared value—a genuine blending of 
economic and social values. Austin et al. (2005, p. 170) contend that corporate social 
entrepreneurship is “the process of extending the frm’s domain of competence and cor-
responding opportunity set through innovative leveraging of resources, both within and 
outside its direct control, aimed at simultaneous creation of economic and social value.” 

According to Porter and Kramer (2011), creating shared value must go beyond tradi-
tional CSR to thinking and acting on the part of the corporation that refects a deeper 
understanding of how economic well-being and social well-being are inextricably linked 
to one another in a mutualistic relationship that sustains both. An example might be the 
so-called “inclusive businesses” that pursue their economic goal of increasing their market 
and enhancing their brand by including low-income individuals and groups in their value 
chains as a way to address the social problem of poverty (SEKN, 2011). 
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WHAT IT TAKES TO FOSTER SOCIAL 
INTRAPRENEURSHIP 

The successful encouragement of social intrapreneurship requires that attention be paid 
to both agency and context—to the individual intrapreneur and to the corporate environ-
ment in which that intrapreneur must operate. As is the case with all entrepreneurs, social 
intrapreneurs must be properly motivated to undertake the diffcult work they do; they 
must develop the skills required to do this work; and they need a context that is support-
ive of their efforts. 

Skills 

While there is research on the motivation of social entrepreneurs (see Chapter 2) and 
about the role conscious awareness (Pavlovich & Corner, 2014) plays, both of which argu-
ably apply to social intrapreneurs, very little has been written about the skills required for 
success in this arena. Most of the discussions among entrepreneurship scholars are about 
whether or not skill in entrepreneurship can be built through education and training 
(Fayolle et al., 2005; Henry & Treanor, 2010; Putta, 2014). Lichtenstein and Lyons (2001) 
have attempted to identify four types of skill necessary for successful entrepreneurship: 
technical, managerial, entrepreneurial, and personal maturity, and they have argued that 
these must be developed through practice and coaching. They later expanded this think-
ing to social entrepreneurship (Lyons & Lichtenstein, 2010). 

The work done in the skills arena in the social entrepreneurship literature has largely 
focused on competencies (Thompson, 2002; Weerawardena & Mort, 2006) or on combi-
nations of principles, resources, and behaviors (Boschee, 2001; Brinckerhoff, 2001; Lock, 
2001; Sharir & Lerner, 2006). Urban (2008) attempted to develop a set of skills for social 
entrepreneurship and test them. While his work is essentially developmental, Urban 
argues that social entrepreneurs need basic business management skills but that there are 
also essential skills that are unique to social entrepreneurship. He found core skills for 
social entrepreneurship to include leadership, fund-raising, and project administration. 

The research to date provides us with only very rudimentary guidance as to the skills 
necessary for successful social intrapreneurship. However, it is not unreasonable to deduce 
that social intrapreneurs must have the skills that are specifc to the social “industry” in 
which they are working. For example, if such an intrapreneur is helping her multinational 
corporation (MNC) build low-income individuals and their businesses into the MNC’s 
value chain in the developing countries in which it operates, she must have the skills pecu-
liar to that work (e.g., language skills, cultural skills, skills in coordinating wealth-creating 
value chains). It also would be safe to say that social intrapreneurs need the basic skills of 
business management—accounting, fnance, marketing, strategy, etc.—necessary to their 
corporation’s pursuit of economic value (Lyons & Lichtenstein, 2010). They will need the 
opportunity recognition and creation skills of entrepreneurs (Drucker, 1985; Sarasvathy, 
2006; Lyons & Lichtenstein, 2010). They will also need the skills necessary to effect deep 
change or transformation required of social entrepreneurs, such as social capital building 
skills and the skills necessary to change mindsets (Praszkier & Nowak, 2011). Finally, 
it stands to reason that successful social intrapreneurs need the ability to think and act 
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systemically in order to seamlessly link all of the behaviors that refect these skills together 
into a system of truly blended value within their corporate environment. 

Environment 

This brings us to a discussion of the corporate environment within which social intrapre-
neurs work. As is true of most large organizations, corporations can be top-down in struc-
ture, infexible in operations, intolerant of failure, slow to change, intolerant of creative 
or “maverick” behavior and rewarding of conformity, isolating and siloed, and focused on 
the organization at the expense of the individual (Kenney & Mujtaba, 2007; Feyzbakhsh 
et al., 2008; Kuratko, 2009). While this is not the rule for all corporations and tremendous 
strides in organization development have been made in recent years, these characteristics 
continue to defne many corporate environments around the world and certainly stand as 
obstacles to entrepreneurial behavior within these organizations’ walls. 

This situation has spawned a considerable literature on how to improve the corpo-
rate environment in support of entrepreneurship, with both scholars and practitioners 
ringing in. These prescriptions refect a growing recognition that intrapreneurship does 
not merely happen through the heroic efforts of a few determined individuals. It also 
requires intentional intervention by the corporation to create an environment that is 
conducive, without neglecting the fact that the individuals who take on this entrepre-
neurial work must be properly skilled (Seshadri & Tripathy, 2006; Menzel et al., 2007; 
Gomez-Haro et al., 2011). Hass (2011) has described this as balancing independence 
and integration. 

Menzel et al. (2007) caution that intrapreneurship cannot be successful in environ-
ments that do not work to remove obstacles to it or when there are too few individu-
als behaving entrepreneurially. The latter situation may be, in part, an issue of proper 
mindset. As Seshadri and Tripathy (2006, p. 17) observe, intrapreneurship must involve a 
“basic transformation of perspective from ‘employee’ to ‘psychological owner’ or intrapre-
neur.” However, there are numerous other factors that are deemed essential for effective 
intrapreneurship. 

Among the many factors that have been identif ed are: 

1 Having a vision for entrepreneurship within the organization—corporations must 
build intrapreneurial activity into their goals (Kuratko, 2009). 

2 Sharing creative ideas within the organization in a learning environment—a context 
must be created in which people can communicate and engage each other across func-
tional silos (Seshadri & Tripathy, 2006; Gomez-Haro et al., 2011). 

3 Support, even advocacy, from upper-level management (Seshadri & Tripathy, 2006; 
Menzel et al., 2007; Kuratko, 2009). 

4 Building trust within the corporation on multiple levels, as trust makes a sharing and 
learning culture possible and gives individuals the courage to innovate (Stull & Aram, 
2010). 

5 Properly skilled personnel, including market knowledge (Menzel et al., 2007; 
Balasundaram & Uddin, 2009) and entrepreneurial behavior training (Gomez-Haro 
et al., 2011). 
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6 Tolerance for failure within the corporation—the acceptance of failure as part of the 
learning process and not as a reason for stigmatization (Seshadri & Tripathy, 2006; 
Kuratko, 2009). 

7 Reduced bureaucracy and thought given to appropriate organizational structure 
(Menzel et al., 2007; Balasundaram & Uddin, 2009). 

8 Physical space, time, and other resources expressly dedicated to intrapreneurial activ-
ities (Menzel et al., 2007; Kuratko, 2009). 

9 Rewards for the good work of intrapreneurs (Kuratko, 2009); and a team approach 
(Seshadri & Tripathy, 2006; Kuratko, 2009). 

While this is not an exhaustive list, it delineates the major elements of a context that fos-
ters intrapreneurship in an eff cacious manner. 

It has even been suggested that there is an order to developing such an intrapreneurial 
environment. Badal (2012) has developed a simple four-point process: 

1 Break down the existing silos and recognize that people from across the corporation 
can contribute to intrapreneurial efforts. 

2 Find people with the appropriate knowledge and skills and supply them with the 
f nancial, human, physical, and social capital to help them be successful. 

3 Create a supportive context, with elements like those enumerated above. 
4 Monitor and measure progress toward achieving the organization’s intrapreneurial 

goals. 

With only minor modifcation, the preceding discussion on the commercial intrapreneur-
ship environment can be applied to social intrapreneurship. The chief differentiator is the 
mission-driven aspect of the latter. Social intrapreneurs are passionate about solving social 
problems and thereby igniting social change. This tends to place the onus on the social 
intrapreneur to be her/his own advocate within the corporation. The social intrapreneur 
must make the business case for their social mission and fnd the best way for using cor-
porate resources to create economic and social value (Simms, 2008). 

Whereas commercial intrapreneurship tends to emphasize creating a supportive infra-
structure and fnding and developing the intrapreneurs to take innovation forward, social 
intrapreneurship focuses more on intrapreneurs who self-identify and then fnd the right 
ft for their endeavors within the corporate structure. This is because experience shows 
that social intrapreneurs are not readily identifed by corporate leadership and can emerge 
from any part of the corporation, nor is their path predictable (Simms, 2008). Thus, social 
intrapreneurship is more likely to be emergent than intentional, whereas commercial 
intrapreneurship could be either (Mintzberg, 1978). 

Successful social intrapreneurs must look for ways to use their company’s products 
or services to generate social change. They must then “sell” their ideas to corporate lead-
ership using the language of business, not that of the social sector. They may need to 
seek resources both inside and outside the corporation. Simms (2008) tells of one social 
intrapreneur who realized that he would not get the start-up funding needed to launch 
his social venture from his corporation, so he sought fnancial capital from external social 
investors. Social intrapreneurs often have to identify where in the corporate structure 
their social ventures can thrive. Counter-intuitively this may not be the CSR unit or the 
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corporate foundation. It may be that a social venture is best embedded in operations or in 
the marketing department (Simms, 2008). 

Apropos of the last observation, Hindustan Unilever’s Shakti program is an example of 
a social intrapreneurship initiative located in the corporation’s sales department, permit-
ting its full integration into the business model (Allianz et al., 2008). From the social value 
creation perspective, Shakti addresses the problems of poverty in rural areas in India, a 
lack of product choices for the rural poor due to a virtually nonexistent retail distribution 
infrastructure and poor transportation, and a lack of empowerment among low-income 
women (Allianz et al., 2008). Relative to economic value, Hindustan Unilever wanted to 
expand the market for its products to low-income, under-populated areas of India, which 
have been identifed as potentially very lucrative based on bottom-of-the-pyramid (BoP) 
thinking (Prahalad, 2006). 

The Shakti program blends these two types of value by training women in these rural 
areas in sales, bookkeeping, and general business knowledge. The idea is to prepare them 
to become Hindustan Unilever distributors, though some choose to start their own busi-
nesses. Whichever path they choose, the women become models for others and catalytic 
leaders in their communities (Allianz et al., 2008). Community development is fostered 
and the corporation expands its market and builds strong relationships with that new mar-
ket, which creates brand loyalty and enhances reputation (Allianz et al., 2008). 

SOCIAL INTRAPRENEURSHIP IN NONPROFITS 

So far, we have been treating social intrapreneurship as though it only takes place within 
for-proft corporations. However, it can arguably occur within large and small nonproft 
organizations as well, particularly nonprofts that pursue earned income strategies as 
opposed to relying exclusively on philanthropy. Such organizations are sometimes referred 
to as “social enterprises” (Lyons et al., 2010). 

In their study of smaller nonproft social enterprises in Australia and New Zealand, 
Verreynne and Harris (2009) explore the nature of social intrapreneurship. They found 
that social intrapreneurship in such organizations is spawned by need. As management 
and staff encounter challenges, they engage in innovation that adds value for their cli-
ents. Several of their fndings directly support the prescriptions for successful commercial 
social intrapreneurship noted above: an entrepreneurial culture within the organization 
is optimal, the support of the organization’s management is essential, and social intrapre-
neurship should be explicitly part of the organization’s mission. They also discovered that 
intrapreneurial thinking and acting can take place at any, and every, level of the organiza-
tion. Finally, they observed that social intrapreneurs tended to build networks in order to 
acquire needed resources for pursuing their mission. 

In their case study of Stiftung Liebenau in Germany, Schmitz and Scheuerle (2012) 
found several similar elements of social intrapreneurship in nonproft organizations. Stiftung 
Liebenau is a large nonproft that provides education, employment, housing, and health-
care assistance to the mentally challenged, the elderly, and youth needing special educa-
tion. The organization is regularly challenged by the need to match the way its services are 
legally structured to its clients’ needs to ensure effective delivery and adequate funding. As 
a result, the nonproft must engage in perpetual innovation (Schmitz & Scheuerle, 2012). 
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In order to support and perpetuate this required innovation, Stiftung Liebenau main-
tains an environment that allows for the independence of managers, as they generate and 
test new ideas for service delivery. In the spirit of “lean start-up” (see Chapter 4), failure 
is tolerated and viewed as a way to learn what works and what does not and to keep the 
organization fexible and responsive to its clients’ needs. Stiftung Liebenau is careful to 
try to hire qualifed people and to provide them with adequate training and coaching. 
Another important aspect of this organization’s intrapreneurial culture is its regular use 
of networking with other providers to deliver services, which necessitates creativity in 
designing the organizational structures that make these networks perform well (Schmitz & 
Scheuerle, 2012). 

Thus, social intrapreneurship efforts in corporations and in nonprofts share many 
common characteristics. The chief difference is that nonprofts are expressly social mission-
driven: they are inherently focused on creating social value. Arguably, they need not con-
cern themselves with shared value because generating economic value is not part of that 
vision. However, even this difference may not be as great as it initially appears. Because 
these nonproft organizations are pursuing earned income as a means of achieving fnancial 
sustainability, they are, in effect, pursuing a form of economic value (though not a proft), 
which suggests that a slightly modif ed type of shared value is in fact being pursued. 

VOICES FROM THE FIELD 1 

From Shared Value to a “Blended Value” 
Framework: An Interview with Jed Emerson 

In this interview, internationally recognized Blended Value expert Jed Emerson discusses 
the integration of economic, social, and environmental impacts for both investors and 
companies. We begin the interview with questions about his background and insights 
from over 30 years in the feld. We then discuss the implication of the aging Millennial 
population, predicted to become the largest proportion of any generation in the workforce 
by 2025. Emerson outlines the impact the Millennial mindset is beginning to have on 
investment activities, the start-up community, and more established frms and nonproft 
organizations. 

Background 

Called “The God Father of Impact Investing” by  Conscious Company Magazine, Jed Emer-
son is a thought leader in the social impact feld, and is perhaps best known for coining the 
term Blended Value. He has extensive experience with organizations pursuing fnancial 
performance along with social and environmental impact, and currently works with fami-
lies to manage their full net worth for social impact. He is the founding director of REDF/ 
HEDF, one of the frst venture philanthropy funds, and Larkin Street Youth Services, a 
leading street outreach and service program for homeless youth. 
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Emerson currently serves as Chief Impact Strategist with ImpactAssets, a nonproft 
fnancial services frm where he convenes the IA-50 (an annual landscape overview of 
impact funds) and he is also Senior Editor of the Issue Brief series. In addition, he is the 
Senior Research Fellow with the Center for Social Investing at Heidelberg University in 
Germany. 

He has presented his work at the World Economic Forum, the Clinton Global Initiative, 
and other events around the world. He co-authored the Nautilus Gold award-winning 
book entitled, Impact Investing: Transforming How We Make Money While Making a Dif-
ference. Emerson is a prolifc author and speaker on topics including sustainable invest-
ing, performance measurement, impact investment, and sustainable hedge fund investing. 
He has held faculty appointments at Harvard, Stanford, and Oxford University Business 
Schools. Emerson holds advanced degrees in business and social work administration. 

The Future of the Blended Value Framework 

Emerson created the Blended Value proposition as 

[a] unifying framework that expands the defnition of investment and return 
beyond the historic one of fnance and toward a new defnition capable of hold-
ing a broader understanding of value than that most frequently refected in 
traditionally endorsed fnancial operating ratios. In truth, the core nature of 
investment and return is not a trade-off between social and fnancial interest 
but rather the pursuit of an embedded value proposition composed of both. 

(Emerson, 2003: 38) 

The Blended Value framework was adopted from the social entrepreneurship practitioner 
feld with the proposition that “value” balances both economic and social benefts (Emer-
son, 2003). 

A Blended Value philosophy guides the development of fnancial, social, and environ-
mental value that helps society and entrepreneurs (Nicholls, 2009). These three dimen-
sions of value offer opportunities for new business development and growth, and can be 
adopted by both nascent and established frms (Zahra & Wright, 2016). Examples include 
organizations that 

adopt clean energy, clean manufacturing and green product policies [that] have 
been successful in adding important businesses to their existing portfolios while 
enhancing the quality of life in their communities, improving their bottom line, 
and positively contributing to the goals of sustainability. 

(Zahra &Wright, 2016: 620) 

Learning about Blended Value and organizational best practices associated with this 
proposition involves exposure to the challenges as well as the opportunities students 
will confront as they launch new ventures or lead established frms. Our interview seeks 
to highlight the skillset and behaviors requisite to the pursuit of Blended Value. Fore-
most among these are understanding the role of boards of directors and the expertise 
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and independence they can bring to the organization; the shared objectives desired in the 
management/founding team, governance structures, and accessing capital through some 
of the more contemporary platforms such as peer-to-peer lending and crowdfunding 
(Bruton et al., 2015; Zahra & Wright, 2016). 

In the frst part of the interview, we asked Emerson to articulate the concept of Blended 
Value that he created, along with describing his belief that businesses should pursue fnan-
cial outcomes with social and environmental impact. We were curious about how he frst 
became aware of and interested in the notion of social impact, and how that became a 
core focus of his career. 

The second part of the interview explores the role of philanthropic foundations in 
advancing impact investing, and, given the uncertainty in funding for social programs in 
the near future, what corporations can do to create social value. While many organizations 
have made great strides in the pursuit of Blended Value, this has not been without mis-
takes. We asked Emerson to outline some of the obstacles confronting businesses as they 
move along this path. 

In the third section of the interview, we were interested in uncovering the trends Emer-
son has identifed in impact investing, with a focus on the Millennials who are coming 
of age and likely to infuence the impact investing arena. According to the Pew Research 
Center, Millennials are the generation born from 1981–1997. In a recent survey of over 
1,000 Millennials working in the hospitality industry by the Korn Ferry Institute (2015), 
respondents indicated the type of organizations for which they want to work. In the 
report, Millennials are described as “corporates with a conscience.” 

While Millennials still seek the security of a “vast and multinational” organisation, 
they do not want to work for companies whom they perceived to focus primar-
ily on proft levels and market share. They don’t want to work for “Profteers” 
or “Empire Builders” but prefer working with “Innovators” – companies that are 
well-perceived for their innovation and the development of ground-breaking 
products and services that benef t a community or the consumer. 

(Korn Ferry Institute, 2015: 4) 

I. The Concept of Blended Value 

Q: Explain the concept you developed, Blended Value, and why you believe it is import-
ant for businesses to pursue f nancial performance with social/environmental impact. 
I began exploring the concept of Blended Value in the mid-1990s as a result of my work 
with social entrepreneurs and my role as founding director of REDF. 2 The initial concept 
was not focused on business or investing, but rather came out of my experiences speaking 
with for-proft, mission-driven entrepreneurs, for-proft social investors, nonproft social 
entrepreneurs, and venture philanthropists. I realized that while all these folks thought 
they were quite different from one another, they were all bumping up against the lim-
itations of an “either/or” value proposition—namely, the mainstream perspective which 
dictates that we either make an investment or make a grant, and that we either work for a 
nonproft or a for-proft. But all of the people I met sought to operate within a “both/and” 
framework—one that blends economic with social and environmental considerations of 
value creation and performance. 
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I realized that over time I had grown agnostic to the type of delivery vehicle— 
nonproft, for-proft, cooperative, or what have you—as well as to the investment instru-
ment (market-rate, near-market or philanthropic), and had come to focus solely on the 
nature and understanding of the value the principals sought to create. In that way, the con-
cept of Blended Value is a meta-framework—people can decide its implications for how 
they manage a frm or deploy capital. But at the end of the day, the nature of value itself is 
whole and non-divisible; one should seek to optimize fnancial returns while maximizing 
social and environmental performance. However, the details of how that is done and in 
what ways that value is understood differ based upon the actors and their intent.That said, 
not operating with consideration of the total value potential means principals risk losing 
out on overall performance, impact, and returns. 

Q: How did you f rst become interested in social impact and Blended Value? 
I frst became interested in social impact as a boy growing up in the New York City area. 
In the seventh grade, I served as a peer tutor in Spanish Harlem and in the eighth grade 
in a program serving mentally disabled kids. When we moved to Colorado, I became 
vice-chair of the Commission on Youth for the City and County of Denver. After getting 
my bachelor’s in sociology and religion, I went straight on to get my Master of Social 
Work since, quite literally, all I wanted to do since I was a kid was to run a nonproft 
and change the world! I went on to become founding director of the Larkin Street 
Youth Center in San Francisco and found myself in the middle of the AIDS epidemic, 
working with homeless youth and teenage prostitutes. While incredibly rewarding, that 
experience forced me to confront the limitations of traditional philanthropy and the 
nonproft sector, where I found (especially at that time) funding was driven more by 
politics, perception, and persuasion than by real performance. I left my role at the Lar-
kin Street Youth Center after four years, and spent the next 11 years working with 
George Roberts 3 to explore how to bring an investment mindset to philanthropy and 
harness business skills toward community ends. That experience set me up to examine 
the nature of value and how we might work to overcome the limitations of a bifurcated 
value proposition in favor of one driven by a more integrated and holistic understanding 
of value and performance. 

Blended Value was my effort to frame what was then an emerging vision of both busi-
ness and investing. Since that time, countless companies have been exploring these ideas 
even as they use a variety of terms and tools. I believe many of the leading companies we 
hear about (Patagonia, Unilever, Whole Foods, New Belgium Brewery, and so on) are all 
bringing various aspects of Blended Value to market. This ranges from how they manage 
supply chains, ownership structures, production, and so on. 

II. The Roles of Foundations and Corporations: 
Opportunities and Obstacles in the 
Creation of Social Value 

Q: What role do philanthropic foundations play in the future of Blended Value? 
Foundations have a great potential role to play in the future of impact investing and 
Blended Value creation through Total Portfolio Management and related strategies—but 
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as yet, this potential is largely one of possibilities more than actual practice. Most foun-
dations are structured as the epitome of bifurcated organizations, with the program staff 
on one side of the house—sometimes even in a completely different building!—and the 
investment team on the other. Many executives have limited literacy regarding invest-
ment practice, much less impact investing, so breaching the wall between program and 
investment capital is a real challenge. While I’ve seen a number of articles recently touting 
the role foundations can play in advancing impact investing, I’m still waiting for them to 
move into practice. I think this will change as new, younger trustees and staff come into 
the fold with updated understandings of the potential role of philanthropy as catalytic 
capital (buying down risk or investing in early stage innovation), but we will have to see 
how it all evolves! 

Q: Given the political climate in the United States and the uncertainty of government 
funding for social programs, what role should major corporations play in creating social 
value? How can businesses be convinced that social impact can beneft the fnancial bot-
tom line? 
It is interesting, I am not sure businesses can be convinced. If you look at the data and 
research that has already been conducted, it is clear that long-term performance is better 
among frms managed with greater consideration of social capital and stakeholder interest. 
So, I am not sure it is a question of “better data” or a more convincing analysis. I think it 
is more a question of faith. I saw a survey recently that documented how many business 
leaders already believe business is a force for good—they simply view that good in the 
limited terms of job creation or perhaps paying taxes. Others see it as incidental to the 
main task of business. 

The trick may be how we lead management to expand their understanding of the lev-
els of positive impact business may have—and as you infer, how those positive impacts 
are actually benefcial to the interests of the company. Part of the challenge is that 
for public companies, the short-term orientation of capital markets drives quarterly 
perspectives as opposed to those of long-term value creation and sustained operations. 
Combatting this will take a more holistic, integrated view of the fduciary duty of 
management. 

Q: What are some of the obstacles or mistakes you have seen frms confront with regard 
to the pursuit of Blended Value? 
Perhaps the biggest mistake would be the notion that one can “bolt on” a Blended Value 
or sustainability perspective to a frm as opposed to working to integrate those concepts 
into, frst, the vision of the frm, and then its practices. As a feld, we’ve seen this dynamic 
in the area of Corporate Social Responsibility, where a frm’s leadership decides an effec-
tive strategy is appointing someone to manage the initiative and then checking back in 
the next year. The most effective examples I have seen are those where a founder and her 
Board base the original vision for the company within a broad understanding of value that 
includes not only the business case for a new venture, but also an understanding that the 
market opportunity will not be effectively captured if it does not also consider stakeholder 
interest, and the ways environmental and social elements play out within both the com-
pany and its markets. 
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III. Trends and the Infuence of Millennials 
on Impact Investing 

Q: What trends have you identifed in impact investing, and what potential do you see 
for the feld? How do you think that Millennials’ “coming of age” will infuence the main-
streaming of impact investing? 
The trends we’ve seen over recent years are those that one hears at many conferences and 
publications of the feld, namely, the incredible increase in capital now being managed on 
an impact, sustainable, and responsible basis, the entry into impact investing by large frms 
such as Goldman Sachs and BlackRock, and the ever-increasing acceptance of impact 
investing by mainstream investors. While exciting, these trends also challenge us to con-
sider related questions, such as how to maintain impact at scale. 

The infuence of Millennials is already being signifcantly felt within the impact 
investing arena. Just yesterday, I spoke with a colleague who works with a number of 
family offces and she described to me how differing generational priorities can present 
challenges. She shared that, in some cases, frst-generation family members acquiesced 
to engaging in some impact investing simply as a way of appeasing second- or third-
generation members. But now those younger family members are pressing for even greater 
adoption of impact investing, in many cases calling for families to take on a Total Portfolio 
Management approach under which all the family’s assets would be managed within an 
impact framework. This is just one example of the effect of a generational change. When 
you combine that with the number of younger entrepreneurs who are launching mission-
driven frms—both for-proft and non-proft—it is a heady mix of vision and potential, the 
depths of which we’re really only just beginning to appreciate. 

Q: What do students need to know about Blended Value as they enter organizations or 
create new ventures? 
I think perhaps the most important thing to remember is not to get too hung up on lan-
guage and terms and confessions of faith in impact investing or Blended Value! I talk with 
a lot of folks looking to get “into impact” or who want to work for a Blended Value frm; 
people who use those terms easily and want to be a part of the “tribe.” But, it is important 
to remember that all organizations create Blended Value—the difference is in the level 
and degree of intentionality frms bring to that effort, not whether they ever actually use 
those words to describe their efforts. There are a lot of business and investors that I would 
consider actively managing for impact or the generation of Blended Value who have never 
heard of either term. This is an ongoing process of discovery, requiring effective manage-
ment and leadership on a number of levels. We should not get wrapped up in whether 
someone is using “our” language to describe what they do. 

My advice for aspiring social entrepreneurs may run counter to the advice many people 
give to “focus, focus, focus.” I actually think social entrepreneurs need to start with a truly 
big vision—understanding that their day-to-day process of pursuing that vision will force 
them to focus anyway. I was in a session with one of the founders of Lyft the other day; 
their vision is to transform the living environment of urban areas, but they are starting 
with a focus on shared transportation. I have heard that Elon Musk does not view Tesla as 
his goal, but simply as a means to his goal of creating living communities on Mars. Each 
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of these businesses could easily be viewed as the end goal, and I doubt anyone would say 
they were not ambitious enough on their own, yet they are both part of a larger entrepre-
neurial vision. 

The other idea I would share is an “old” one: be nice to everyone on your way up, since 
you may meet them on your way down! That sounds cheesy, but it is incredibly true. 
I simply cannot tell you how long life is (if you are lucky!), and I am continually 
pleasantly surprised at the loops and turns my professional relationships have taken 
over the years. You never know where you or your colleagues will end up. So while 
you want to be genuine in your relationships, you also want to take care and tend 
them well. 

I will share an example: an entrepreneur approached me on a “cold call” basis. Often 
I’m just too over-extended to do much more than offer some resource suggestions, but this 
guy stood out to me because his business hit a number of my interest areas. I happened 
to be free at the time, so I picked up the phone and we had a great initial conversation. 
I was pleased to meet him and asked him to forward me his deck to share with one of 
the families I work with, who I thought might be interested in him. As the family and 
I discussed the opportunity, we realized we actually wanted to focus on a different part 
of the market. So, while we had a good discussion about this man’s venture, we passed on 
the investment opportunity. 

After our meeting, I sent the entrepreneur a note to explain what happened and 
said I would keep him in mind for the future. Weeks passed before I heard back from 
him, when I got a very curt note telling me how disappointed he was and how he felt 
it was not “fair” that people who called themselves impact investors would not invest 
in his venture. I was a little taken aback and dropped him another note (in a supportive 
tone) and told him I receive over 10 requests a week from people who want access to 
“my” families and that he was lucky to have been considered and that actually all my 
families invest 100 percent of their net worth on an impact basis—representing around 
$1.4 billion in impact capital—and that in fact we are investing, but this just was not 
a good ft for my client. And I never heard back from him at all. Not a thank you or a 
“I look forward to our being in touch in the future” or anything. 

Now, I actually know a lot of investors. And, following my client meeting, my wife and 
I were even still considering investing ourselves. But after the poor way he engaged with 
me, and his lack of appropriate follow-up, I am obviously not going to be proposing him 
to any of my contacts or working hard to fnd him additional support for his venture. It 
was just a really good reminder to me of the importance of both being positive and of 
remembering that the money is just one part of an investor relationship. 

Q: You have noted that Millennials seek proft with purpose. How can business schools 
effectively prepare students to achieve this goal? 
I hesitate to generalize, but I think many students already come to the table with what 
could be viewed as a holistic mindset and integrated value creation perspective. Therefore, 
the best thing professors can do is work to support, affrm, and cultivate that orientation 
as opposed to telling students they have to operate within a bifurcated framework that 
asks them to focus on either fnance or community. The fact is, of course, nonproft orga-
nizations have economic worth and for-proft ventures create social and environmental 
impacts. Regardless of whether students are at a business school, a public policy school, or 
school of social work, they need to develop skills and perspectives that will allow them to 



    
 

  
  

 
 

 

  

 
    

 

 

 

 
 

Social  In t rapreneurship 239 

work across silos, disciplines, and practices to intentionally optimize total, Blended Value, 
regardless of where they may end up working. 

Q: How can students add value from the frst day on the job? What training and/or skill-
sets and/or mindsets do they need ahead of time ? 
Opportunistic, leaning in, open-minded, and learned are all aspects of the training and 
mindset one must acquire.Your presence is one element of adding value from the start but 
to add value, one must see the opportunity and understand the context, which comes not 
on a frst day. Sometimes, it comes best after you have left a position and can actually look 
back. In some ways the Buddhist dictum “Don’t do something—sit there!!” may be a good 
word to the wise on the frst day. Pitch in, certainly. Bring a positive and willing energy, 
for sure. But also know your success will be that of the team and your work group and the 
frm as a whole, so seek to operate with a degree of appropriate humility, calmness, and 
insight into the needs of others, your customers, and your people. Be fully “present” both 
in the work space and yourself, and over time you’ll see the opportunities to contribute 
and grow forward with profound power. 

Case Study 10.1 

CEMEX’s Patrimonio Hoy Initiative 

Among low-income families in Mexico, it is everyone’s dream to be able to build their own house. 
While many try, they face serious obstacles to success. First, they can only afford to buy small 
quantities of building materials at a time, making for piecemeal construction that can take years 
and leading to degradation of building materials, due to a lack of proper storage facilities. In 
addition, very few materials suppliers are willing to undertake the expense of delivering small 
loads to the remote places where these low-income homebuilders reside. Finally, the would-be 
homebuilders typically lack the architectural and engineering skills required to design and con-
struct modern houses (Business Today, 2011). 

Enter Mexico-based CEMEX, one of the largest construction materials companies in the world, 
with over $15 billion in annual sales, over 40,000 employees, and cement production capacity 
of 94 million tons (CEMEX, 2014). During an economic down cycle in Mexico in the mid-1990s, 
the company was losing sales overall but recognized that its low-income market was relatively sta-
ble. Further analysis showed that this was a $500 million a year market that could be expanded. 
Pursuing it more aggressively would help to stabilize market fuctuation and diversify the customer 
base (Business Today, 2011). 

With this in mind, CEMEX engaged in what some have termed an “ethnographic approach” 
to modifying its business model to meet the needs of its low-income market by embedding some of 
its managers in low-income neighborhoods in Guadalajara (Allianz et al., 2008). The information 
gathered through this effort resulted in the creation of the social enterprise Patrimonio Hoy within 
CEMEX, which offcially began operations in 2000. Patrimonio Hoy can be interpreted literally as 
“Patrimony Today,” or as “Property Now,” “Personal Property Now” or “Wealth Now” (Allianz 
et al., 2008; Business Today, 2011; Shared Value Initiative, 2013). 

Credit for developing Patrimonio Hoy is given to Luis Sota, who was the full-time consultant 
to CEMEX for the project (Allianz et al., 2008). He recognized that there was a clear business 
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argument for CEMEX’s pursuit of the low-income home-building market, which included the fol-
lowing benefts to the company (Business in the Community, 2010; CEMEX, 2014; Business 
Today, 2011): 

1 A sustainable source of revenue from a large market—Patrimonio Hoy achieved breakeven in 
2004 and has been operating at a proft since. 

2 Brand loyalty from low-income households—Customers are highly satisfed and actively 
engage in word-of-mouth advertising. 

3 Reputation as a socially responsible company—Patrimonio Hoy has been the recipient of 
several awards, including the World Business Award (International Chamber of Commerce, 
United Nations Development Program and Prince of Wales International Business Leader’s 
Forum) in 2006 for its work in support of the UN’s Millennium Development Goals; the 2007 
Corporate Citizen of the Americas Award from the Trust for the Americas; and the 2009 
United Nations HABITAT Business Award. 

4 A gateway to additional related markets—Patrimonio Hoy programs have been established 
in Colombia, Costa Rica, the Dominican Republic, and Nicaragua. The success of Patrimonio 
Hoy has also led to the creation of additional social enterprises within CEMEX that address 
such issues as rebuilding after hurricane and typhoon damage, building and renovating pub-
lic institutions, and engaging communities in paving unpaved streets and sidewalks through 
microloans, among others. 

Soto also recognized the social value that could be created. Through its work, Patrimonio Hoy 
addresses two of the UN’s Millennium Development Goals: Goal #1 to eliminate severe poverty; 
and Goal #3 to promote equality and empowerment for women. It does this by making housing 
affordable and by engaging women in promoting the program in their neighborhoods and paying 
them a commission for customers they engage. 

The design of the program refects the economic and social value to be created. Patrimonio 
Hoy is a membership organization, charging its clients a small weekly fee of about $10 to $15 
for their participation (Shared Value Initiative, 2013, p. 2). Drawing upon the traditional Mexican 
lending system called tanda, the program creates borrowing groups of three members. The mem-
bership fee is charged to the group, which commits to a 70-week membership period. The fee 
serves as a loan toward 80 percent (after a 20 percent discount) of the cost of building materials 
that will be delivered in seven installments over the 70-week period, with the exception of a small 
portion that goes to CEMEX to cover the cost of the “package” of services provided. Included is an 
annual interest on the loan of 15 percent. In this way, Patrimonio Hoy has created a micro-fnance 
system for low-income homebuilders. The “package” that is provided to each member group 
includes building materials, the delivery of those materials, one year of storage for those materials 
in case of building delays, access to an architect and an engineer to help oversee the home-
building project, a fxed price for the building materials over the 70-week membership period, 
and infrastructural improvements to local public schools (Business in the Community, 2010; Shared 
Value Initiative, 2013). 

The full Patrimonio Hoy market has been divided into 100,000-person regions. Each region is 
managed by a team of between one and four staff members, including the architect and the engi-
neer. Promoters, who recruit members to the program, are hired in each region. These promoters 
are typically women from the low-income neighborhoods who work with public schools and neigh-
borhood retailers. Both the regional managers and the promoters are paid based on the rate of 
loan repayment and the length of time member groups remain committed to the program within the 
region (Business in the Community, 2010; Business Today, 2011; Shared Value Initiative, 2013). 

Patrimonio Hoy has grown to over 100 centers and has assisted over 350,000 families in 
building and owning their own home (CEMEX, 2014), an asset that contributes to wealth creation. 
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To date, the program has lent over $135 million. It has increased the market value of the houses 
it fnances by about 20 percent because of the quality of construction ensured by the participation 
of professional architects and engineers in each project. Homes can be built three times faster and 
at one-third of the cost of the average Mexican house. Patrimonio Hoy creates jobs for masons 
and for promoters. The great majority of promoters are women (95 percent), and more than 
50 percent of them have no formal work experience. Nearly one-third of the programs create 
home-based businesses (CEMEX, 2014). 

CEMEX reports that its customer satisfaction rate is, on average, over 80 percent. This further 
enhances brand loyalty by low-income households and the company’s reputation for social respon-
sibility. The loan repayment rate has been found to be about 99 percent. This not only indicates 
that the program design works, but it is also good news for regional managers and promoters of 
Patrimonio Hoy, as it means greater compensation for their efforts. Luis Soto, Patrimonio Hoy’s 
designer, has observed that he believes that the program’s success is due to the trust that was built 
when CEMEX listened to its low-income customers and added value for them by meeting their 
needs (Allianz et al., 2008). 

CEMEX is looking to improve upon Patrimonio Hoy in several ways. They are exploring ways 
to improve upon the business model that will permit further scaling of the program. In conjunction 
with this, they are conducting feasibility studies regarding entering additional developing coun-
tries. They have also launched a pilot program that raises awareness of climate change by offering 
energy-effcient appliances (CEMEX, 2014). 

THOUGHT QUESTIONS 

1 Is Patrimonio Hoy a true example of social intrapreneurship, based on the discussion 
in this chapter? Explain your response.

 2 What shared value, if any, is created in this case? 
 3 Luis Soto was an external consultant to CEMEX when he developed Patrimonio 

Hoy. Do you think this was an advantage or a disadvantage as he pursued this oppor-
tunity? Why?

 4 What kinds of contextual challenges might CEMEX face as it continues to roll out 
Patrimonio Hoy in developing countries around the globe? 

 5 Can you think of other ways to add value for customers to Patrimonio Hoy’s package 
of services? 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 How do the environments of for-proft and nonproft organizations differ from each 
other? What are the advantages and disadvantages of each as they relate to fostering 
social intrapreneurship? Do you think one type of organization is inherently more 
conducive to social intrapreneurship than the other? Explain your response to this 
latter question.

 2 According to some observers, the lines between corporate social entrepreneurship and 
CSR are becoming increasingly blurred. Do you agree? Why or why not? 



     
 

  
 

 

          
 

     
 

     

 

 

 

     
  

    
 

  
    

 
      

  
     

 
  

    
  

       
     

 
 

     
  

     
    

 

 
  

 
     

     
  

242 Social  In t rapreneurship 

3 Which do you fnd personally more attractive, social entrepreneurship or social intra-
preneurship? Explain your answer.

 4 What are your thoughts on shared value? Is it the best explanation for social intrapre-
neurship? Is it sustainable? Explain. 

NOTES 

1 This “Voices from the Field” interview was organized by Jill Kickul, Jacqueline Orr, Lisa Gundry, and Mark 
Griff ths. 

2 REDF is a venture philanthropy organization that invests in nonproft social enterprises focused on employ-
ment for those with barriers to work. 

3 George Roberts was a founding partner in a private equity frm specializing in leveraged buyouts, but he then 
turned his attention to people at the opposite end of the economic ladder. He founded the Homeless Eco-
nomic Development Fund in 1990 and later it became the Roberts Enterprise Development Fund (REDF; 
see note 2) in 1996. REDF’s past and present portfolio companies in the San Francisco/Oakland Bay Area 
have employed several thousand people. 
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Chapter 11 

Social Entrepreneurship and 
Environmental Sustainability 

AiM/PURPOSE 

This chapter provides an overview of the environmental aspects of social entrepreneurship. It 
explores the challenges and opportunities for the social entrepreneur to create and build an 
environmentally sustainable organization. It also provides a sustainability framework (sSWOT) 
that can be used to develop an environmental sustainability strategy for new and existing 
frms. 

LEARNiNG ObJECtiVES FOR thiS ChAPtER 

1. To gain an understanding of the environmental aspects of social entrepreneurship. 
2. To understand the variety of challenges and obstacles in the environmental sustainability 

feld. 
3. To learn about the variety of green opportunities for social entrepreneurs across a variety of 

industries. 
4. To construct a strategic framework (sSWOT) that can be used as a guide in developing a 

sustainability strategy for a social enterprise frm. 
5. To provide a case in which students have the opportunity to identify and address the inherent 

diffculties a fedgling environmental frm has in commercializing its technologies. 

Over the past several years, there has been an increase in entrepreneurs who are focused 
on the environmental aspects of social entrepreneurship—alternative energy, clean tech-
nology, environmental protection, sustainability in our food systems, etc. While it is hard 
to quantify how many of those entrepreneurs are classifed as “green” entrepreneurs, some 
say it is as high as 11 million alone in the United States and data from The Green Market 
says the sector will double from $1.37 trillion a year in 2010 to $2.74 trillion by 2020. 
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FiGURE 11.1 Challenges and Obstacles in the Field: The Tragedy of the Commons 

Figure 11.1 displays some of the latest trends and consumer perspectives in the environ-
mental sustainability f eld. 

As discussed in previous chapters, the domain of social entrepreneurship is replete with 
possibilities and innovations to effectively address and potentially solve some of society’s 
most intractable problems. In this section, we highlight the role of the “Tragedy of the 
Commons” and examine how it represents both opportunities and obstacles for the social 
entrepreneur. 

The Tragedy of the Commons refers to the depletion of a shared resource by individuals 
acting independently and rationally, according to one’s self-interest, despite knowing that 
abusing the common resource is contrary to those individuals’ long-term, best interests. 
The frst use of the term is attributed to Garrett Hardin’s 1968  Science article (frst out-
lined in an 1833 pamphlet by W.F. Lloyd) describing European farmers sharing common 
land on which they could graze their cattle. It is in each herder’s interest to put every cow 
he acquires on the land, even if the quality of the commons is damaged for all through 
overgrazing. The individual receives all of the benefts from any additional cow, but dam-
age to the commons is shared by the group. 

The Tragedy is often applied to a discussion of environmental issues and is a model 
for a great variety of society’s current resource-based problems, including over-
irrigation, habitat destruction, over-fshing, and traffc congestion. It is especially appli-
cable to this chapter, namely, in terms of air pollution, where strong economic forces are 
encouraging the use of the atmosphere as a free-for-all dumping ground for greenhouse 
gases. Any solution to this problem will clearly be a social good of mammoth propor-
tions. But the fact is that any one of the seven billion people on Earth has an incentive 
to avoid the cost of controlling polluting emissions, even though this in turn creates the 
problem of the “Free Rider,” i.e., an individual who benefts from another’s work with-
out paying for it. 
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MODERN APPROAChES AND SOLUtiONS 

Generally speaking, there are two practical ways to try to overcome any Free Rider prob-
lem: (1) compulsory participation (taxation)—a form of regulation, and (2) linking the 
public good to a desirable private good (getting people to pay voluntarily). In the case 
of air pollution, the most common solutions to date have been centered on compulsory 
participation through a carbon tax or emissions trading (“cap-and-trade”). In recent years, 
more attention has been spent on ways to “privatize” the commons. That is, convert the 
common good into private property giving the new owners an incentive to enforce its 
sustainability. Clearly, this may be possible as a solution to traffc congestion, for example, 
through the use of toll roads. However, it is unlikely to be successful in the case of air 
pollution. 

A carbon tax as a potential solution to the air pollution problem works this way. A tax 
is levied on the carbon content of fuels that are used, offering a potentially cost-effective 
means of reducing greenhouse gas emissions. This Pigouvian tax (i.e., a levy on activities 
that generate negative social costs) penalizes producers of greenhouse gases who do not 
pay the full social costs of their actions. Simply put, the tax on emitting pollution is based 
on the carbon content of the fuel used in the manufacturing process. 

The other major approach is emissions trading (cap-and-trade), a market-based approach 
that provides economic incentives for reducing the emissions of pollutants. A central 
authority (governmental body) sets a limit (cap) on the amount of pollutant that may be 
emitted. The cap is then allocated or sold as permits, which represent the right to discharge 
a specifed volume of the pollutant. Firms are required to hold permits equivalent to their 
emissions (so, for example, one emissions permit may be considered equivalent to one met-
ric ton of carbon dioxide emissions). Because the total number of permits cannot exceed 
the cap, total emissions are limited to that level. After a cap has been set, individual com-
panies are then free to choose how or if they will reduce their emissions. Failure to report 
emissions and/or surrender emission permits is generally punishable through a government 
oversight mechanism that imposes fnes that in turn increase the cost of production. Ideally, 
frms will choose the least expensive means of complying with the pollution regulation. In 
many cap-and-trade systems, organizations that do not pollute (and therefore have no obli-
gations) can also participate in trading; environmental groups, for example, can purchase 
and retire emission permits, thereby driving up the price of the remaining permits. 

Both of these methods are highly controversial and easily politicized, with opposition 
to environmental regulation centering on the increased costs of doing business through 
taxation, relocation of businesses, higher unemployment, and outright denial of any link-
age between carbon emissions and greenhouse gases. In fact, such “top-down,” bureau-
cratic approaches provide the social entrepreneur with the opportunity to address the 
problem with a more practical “bottom-up” approach. In particular, entrepreneurial inno-
vation employing public–private partnerships are often successful. 

ENtER thE SOCiAL ENtREPRENEUR 

In essence, social entrepreneurs resolve the Free Rider problem by using innovative meth-
ods to bring the solution to the Tragedy (be it a product or service) to market  and have 
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the consumer pay for any social costs. Thus, the Tragedy itself provides the opportunities 
for social entrepreneurs to perform a necessary and socially/environmentally benefcial 
service at appropriate prices. 

VOiCES FROM thE FiELD 

Social Entrepreneurship Cases in the Clean 
technology Sector 

Rentricity 

Rentricity, one of the original start-up companies in the NYC ACRE cleantech support sys-
tem, has been named a “Later Stage Global Top 10 greentech company”—chosen from a feld 
of 4,000.The award by the Global Cleantech Cluster Association (GCCA) also named Rent-
ricity as the winner of the “Best of Water” category for 2011 (AlaskaDispatch.com, 2011). 

The frm recovers energy from excess water pressure in pipes to produce clean, renew-
able electricity. It targets water, wastewater, and industrial infrastructure to produce elec-
tricity that is then sold into the electric grid or used behind-the-meter. Rentricity Inc. is a 
renewable energy company using unique energy recovery confgurations to transform the 
untapped energy in various man-made processes into electricity. Rentricity Flow-to-Wire 
(SM) systems have no environmental impact and represent a new class of clean, renewable 
hydrokinetic energy. Established in 2003, the company is based in New York City with 
off ces in New Jersey, Connecticut, and Pennsylvania. 

GCCA recognized Rentricity for winning access to sources of growth capital and man-
agement guidance. The Association also cited Rentricity for signifcant success in growing 
the cleantech industry in New York City and for its support of regional green job growth. 
Rentricity became a commercial venture in 2008 and joined NYC ACRE the following 
year. Founder and President Frank Zammataro kept the young company self-fnanced and 
it has generated $500,000 in revenue. Rentricity has completed two commercial projects 
and has four other projects in development. Among them is a project funded by the New 
York State Energy and Research Development Authority (NYSERDA) to develop waste-
water solutions for New York City. As Zammataro notes: 

This international recognition gives us inspiration, and we hope to use it as a 
springboard to fnd our frst project outside of North America°.°.°.°NYC ACRE’s 
nomination of Rentricity for the GCCA award has now expanded its support 
for us beyond New York City and the State of New York to the global cleantech 
community.

 (AlaskaDispatch.com, 2011) 

ThinkEco 

Founded in 2008, ThinkEco, Inc. is a New York City-based company developing easy-to-
use energy-effcient technologies for the consumer market. The company is R&D-driven, 

http://www.AlaskaDispatch.com
http://www.AlaskaDispatch.com
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and has developed patent-pending technologies that make electricity conservation simple 
and easy. The company’s product is the modlet—i.e., the modern outlet—a best-in-class 
device for monitoring and managing electricity at the plug-load level. The modlet has an 
average payback period of six months, saving users approximately 10 percent on their 
electricity bill with no behavioral change required. The product addresses the fact that 
power is consumed by appliances and electronic equipment even when not in use. Stud-
ies have shown this standby power use is responsible for up to 26 percent of the average 
electric bill, and is steadily rising annually as more appliances and gadgets are purchased 
for the home. 

The modlet is a patent-pending electricity conservation solution for homes and offces 
that eliminates wasteful energy use by automatically turning off power to your appliances 
when not needed. Appliances are plugged into the modlet which in turn is plugged into 
an existing electrical outlet. The modlet creates a schedule of “on” and “off ” times, shut-
ting off power at the plug and thus eliminating wasteful electricity use. These money-
saving schedules can be viewed and modifed through a computer’s web browser. The 
frm recently announced that the Association of Energy Service Professionals (AESP) has 
recognized the coolNYC program with two energy awards: (1) Outstanding Achievement 
in Residential Program Design and Implementation; and (2) Outstanding Achievement in 
Pricing and Demand Response. 

HEVO, Inc. 

HEVO, Inc. (Hybrid & Electric Vehicle Optimization) is a Service Disabled Veteran 
Owned Small Business (SDVOSB) headquartered at the NYC ACRE. Founder and US 
Army veteran, Jeremy McCool, launched HEVO in November 2011, while fnishing his 
graduate degree at Columbia University. Built on the vision of creating the global stan-
dard for wireless charging, the mission of HEVO is to accelerate the adoption of electric 
vehicles through the deployment of a wireless charging network. By offering a wireless 
charging option for electric vehicles (EVs), HEVO will provide a safe, fast, and cost-
affordable charging method that eliminates the hazards and inconveniences associated 
with plug-in charging. To this end, HEVO Power and a team of engineers from NYU Poly 
have developed a wireless charging solution for commercial feets to overcome such prob-
lems as driver error in remembering to plug in their vehicle, faulty connections between 
cords and vehicle charging terminals, cluttered sidewalks, and tangled loading bays. HEVO 
is unique because the proprietary wireless charging technology provides customers with 
faster charging rates while being comparable to plug-in stations in price and effciency. 
HEVO has also created a telematics platform that integrates mobile devices with the 
wireless units—broadcasting charging station locations, availability, directional guiding 
support, and centralized billing for its customers and is preparing for commercialization 
of its frst generation line which includes: a wireless charging station, wireless vehicle 
receiver, and an advanced mobile application. 

HEVO initiated its Pathfnder Launch Program for EV manufacturers, feets, and 
municipalities to pilot its products over a 90-day period. They have successfully received 
multiple Letters of Commitment from select partners to participate in a pilot program 
that will allow its products to be sold through the partners’ customer network and thus 
meet its sales projections (SeedInvest.com: accessed 2013). 

http://www.SeedInvest.com
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Sollega, Inc. 

Launched in 2009, Sollega, Inc.’s technology is based on its Solar PV Racking System. 
Their value proposition is three-fold: (1) simpler, faster assembly of solar arrays based 
on a different and better designed mounting system; (2) lower cost through reduced 
labor costs; and (3) lower risk for customers through an industry-leading roof protecting 
design. 

Sollega simplifes and accelerates the adoption of solar energy technologies by reducing 
the mounting and installation costs associated with solar arrays. The current growth in the 
solar market is decreasing the cost of solar modules (panels). Even if the modules were 
free, the total installation cost from current racking hardware and labor would still be 
too high to make solar power competitive with coal. Sollega partners include NYU-Poly, 
Industrial and Technology Assistance Corporation (ITAC), and NASA/Space Alliance 
Technology Outreach Program (SATOP). 

Specifcally, the product holds solar panels to roofs. Sollega manufactures the simplest 
solar mounting systems on the market, saving labor time and cutting overall project costs, 
thereby decreasing the cost of solar energy and increasing the project return on invest-
ment (ROI). The system reduces labor costs by up to 50 percent; a signifcant portion of 
the total installation cost is labor. It uses off-the-shelf hardware, stacks for easy shipping 
and job site staging, and minimizes or eliminates roof penetrations.The product is made in 
the USA using recycled materials and is itself completely recyclable. The product is fully 
developed and production is being scaled to meet initial demand. 

Sollega’s competitive advantage is not only that their product is simpler, cheaper and 
easier to use, but also that the manufacturing process has both a low overhead and an 
inherently quick iteration cycle, leading to the ability to innovate quickly. They also have 
strong ties to the solar industry through their partner company (Sustainable Energy Part-
ners) allowing for the fexibility to adjust to changing market conditions. Finally, their 
target market and go-to-market strategy is unique. The domestic market for fat roof 
mounting systems is estimated at approximately $500 million. They are going after the 
market penetration on three distinct fronts: (1) direct to solar installers; (2) working with 
solar equipment distributors; and (3) working with other trades, especially roofng and 
electrical contractors. 

DEVELOPiNG AN ENViRONMENtAL SUStAiNAbiLitY 
StRAtEGY FOR NEW AND ExiStiNG FiRMS: 
iNtRODUCiNG thE SSWOt 

A sustainability SWOT (or sSWOT) provides a new twist on the familiar strategic analysis 
framework. It can be used by a social enterprise to push the boundaries for their organiza-
tion and how they can build a sustainability mindset and new products/services, processes, 
and ways to create additional value for the f rm (beyond its social value and impact). 

Specially, here are the following steps and questions you may want to consider in a 
sSWOT analysis: 

1 What or who do you want to inform? This goes back to your core values, social value 
proposition, and theory of change discussed in earlier chapters. Having a clear vision of 
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what you would like to see happen and change from an environmental perspective will 
help drive your future decisions and exploit opportunities others have yet to confront. 

2 What do you and others see changing? This is related to the frst step but narrows 
down the specifc environmental challenge you are addressing. It may be on innova-
tions that reduce greenhouse gas emissions, water availability and quality, food avail-
ability and its impact on production, etc. 

3 What are the environmental challenges that are impacting how you are operating and 
creating value for others? Examine the threats to your new frm across the value chain 
(consider how you may source your raw materials to production, distribution to fnal 
consumption). Investigate trends that may result in costs and customer preferences 
that can have an infuence on how you fnally produce and sell your product or service. 

4 Beyond threats, what are the opportunities where there is a growing gap in which you 
and others can create new solutions for challenges within the environment? Examine 
new possibilities that have not previously existed and the types of changes that can 
reinvent business models and products/services to confront environmental change. 

5 What are the unexpected ways you can use your core strengths to meet environmental 
challenges? Consider the talent of your team, your social value proposition, environ-
mental credentials, supply chain relationships, and community and public partner-
ships that will allow you to use your strengths to address environmental challenges. 

6 What are your weaknesses, vulnerabilities, obstacles, and risks that may make it diff-
cult to address the environmental challenges? Consider a wide range of partners who 
may face similar risks within and outside your industry and how you can partner with 
them to overcome these risks. 

7 Given your investigation of the opportunities, threats, strengths and weaknesses, what 
insights can infuence your team, customers, and funders in investing in your business? 
These may be the insights that are clearly aligned with the environmental challenges 
identifed and your social value proposition and key performance indicators. For exam-
ple, you may present a new environmental idea, process, or product/service that creates 
opportunities for revenue growth, decreasing rising costs, attracting new customers and 
new markets, and increasing overall operational effciency for your new frm. 

8 What can we do to implement our new environmental idea, product/service, process 
in the near term, mid-term, and long term? What type of funding and changes in our 
current operations are necessary in the near term? What partnerships, suppliers, and 
customers can be engaged so that we can scale our environmental innovation to other 
locations and markets in the mid-term and long term? 

VOiCES FROM thE FiELD 

the World’s First Solar Road is Producing 
More Energy than Expected 

This article is used with permission and was originally published as: Valentine, K. 
(2015).The world’s frst solar road is producing more energy than expected. ThinkProgress . 
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https://thinkprogress.org/the-worlds-f rst-solar-road-is-producing-more-energy-than-ex 
pected-c51540906eb/ 

In its frst six months of existence, the world’s frst solar road is performing even better 
than developers thought. The road, which opened in the Netherlands, has produced more 
than 3,000 kilowatt-hours of energy—enough to power a single small household for one 
year, according to Al-Jazeera America. 

“If we translate this to an annual yield, we expect more than the 70kwh per square 
meter per year,” Sten de Wit, a spokesman for the project—dubbed SolaRoad—told Al 
Jazeera America. “We predicted [this] as an upper limit in the laboratory stage. We can 
therefore conclude that it was a successful f rst half year.” De Wit said in a statement that 
he didn’t “expect a yield as high as this so quickly”. 

The 230-foot stretch of road, which is embedded with solar cells that are protected 
by two layers of safety glass, is built for bike traffc, a use that refects the road’s environ-
mentally friendly message and the cycling-heavy culture of the Netherlands. However, the 
road could withstand heavier traffc if needed, according to one of the project’s developers. 

So far, about 150,000 cyclists have ridden over the road. Arian de Bondt, director of 
Ooms Civiel, one of the companies working on the project, said that the developers were 
working on developing solar panels that could withstand large buses and vehicles. 

The SolaRoad, which connects the Amsterdam suburbs of Krommenie and Wormerveer, 
has been seen as a test by its creators—a stretch of bike lane that, if successful, could be 
used as a model for more roads and bike lanes. The researchers plan to conduct tests of 
the road to determine how much energy the road produces and how it stands up to bikers. 
The road could be extended to 328 feet. 

Though the Netherlands’ solar road seems to be going as planned, solar roads overall typ-
ically aren’t as effective at producing energy as solar arrays on a house or in a feld. That’s 
because the panels in solar roads can’t be tilted to face the sun, so they don’t get as much 
direct sunlight as panels that are able to be tilted. However, solar roads don’t take up vast tracts 
of land, like some major solar arrays do, and they can be installed in heavily populated areas. 

One couple is set on making solar roads a reality in the United States. Scott and Julie 
Brusaw created an Indiegogo campaign last year to help fund their Solar Roadways proj-
ect, and the campaign raised more than $2.2 million. The United States might have to 
wait a while to see solar roads installed, however. As Vox pointed out, cost could be a 
major barrier for solar road construction in the United States. And according to a Green-
tech Media article from last year, one of the biggest things that offcials still aren’t sure 
about with the roads is safety.They want to be sure the roads can stand up to heavy traffc, 
and that the glass protecting the solar panels won’t break. “We can’t say that it would be 
safe for roadway vehicular traffc,” Eric Weaver, a research engineer at the Federal Highway 
Administration’s research and technology department, told Greentech Media. “Further 
f eld-traff c evaluation is needed to determine safety and durability performance.” 

QUEStiONS FOR “CONNECtiNG thE DOtS” 

1 What do you think are some of the greatest environmental challenges facing our world 
today? Those facing your own community? 

https://thinkprogress.org
https://thinkprogress.org
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2 What is the “Tragedy of the Commons”? How is it present today? (Provide examples.) 
 3 Choose a green opportunity from the ones listed in the chapter. How would you go 

about launching this opportunity? 
 4 Discuss the importance of conducting a sSWOT analysis.Apply the guide to your own 

green opportunity identif ed in #3.
 5 What advice and recommendations would you give the entrepreneurs who founded 

Solar Roadways? Do you think it is feasible? What do they need beyond funding to 
get their idea off the ground? 

Case Study 11.1 

Verdant Power: A Case of Ethical Leadership 

It is the passion and the desire to empower people with electricity and clean water 
and the power to make decisions that keeps me up at night. 

Trey Taylor, President and Head of Market Development 

“It just isn’t getting any easier even after almost 10 years!” mused Trey Taylor, President and 
Head of Market Development for Verdant Power (VP) in early January 2010. Once again, he and 
co-founder Ron Smith were faced with the need to approach US-based institutional investors for 
additional funding to continue managing their $34 million frm from the start-up phase through the 
next growth phase starting in mid-2010. And, the amounts involved were not trivial. VP estimated 
it needed $20 million in additional equity capital, as well as up to $50 million in project fnancing 
to complete its demonstration projects, license the world’s frst tidal energy and river projects, 
improve its technologies, build corporate capabilities and relationships, as well as develop a port-
folio of commercial projects. The problem as always was the different orientation of the investors 
from the vision and motivation of the company’s management and founders. 

What the investors never seemed to understand was the internally well-accepted dual mission 
of Verdant Power. Ron Smith, the frm’s Chairman and Chief Executive Offcer expressed the 
opinion shared by many VP employees and management: “My motivations are a combination of 
business and social aspirations. My career orientation has never really been focused on getting 
extremely wealthy but more in the work and the creation of something unique.” 

VP had started with a vision to create renewable electricity generation using underwater tur-
bines for small communities. While VP management was unanimous in adhering to this vision, 
its main focus for economic viability reasons had to be on the business challenges involved in 
commercializing marine renewable technology and generating a revenue stream to become a sus-
tainable operation. Thus, the company was almost constantly in the process of funding, building, 
and testing different technologies. 

The company needed to raise money and attract investors. When presenting to institutional 
funders, VP, as a for-proft company, faced potential investors with very little interest in the frm’s 
social aspect. Lenders wanted to hear that the sole objective is making money for them. Hence, 
Taylor and Smith constantly had to address the tension created between how an organization 
like VP communicated with the investment community and the frm’s motivation, direction, and 
objectives. If the investors thought management was not focused on making money, they could well 
choose not to invest. Making matters worse was the nemesis of any growth company—cash fow. 
VP has had to rely extensively on the founders’ savings and government research grants to operate 
without having a revenue stream. The lack of profts has also made it hard for VP to approach 
private equity investors. Further, most government funds require matching funds which means that, 
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even with government funding, VP had to fnd private investors. Due to the uncertain fnancial 
returns based on the risks involved, most investors do not seem to want to invest in unproven tech-
nology; but they do invest in projects, which (importantly) implies that a reliable technology exists. 
Currently, almost all of VP’s funding comes from grants that are dedicated to commercializing 
specifc components and sub-components of its technology. 

By commercializing its technology, the company hopes to have its systems used in communi-
ties worldwide and to empower citizens by providing a reliable and clean source of electricity. 
VP’s management believes that access to local, reliable electricity will help developing countries 
grow, stimulating economic development and wealth creation. For example, access to affordable, 
local, reliable electricity would enable countries to set up cell phone towers, put computers in 
schools, and use satellite-accelerated Internet for distance learning and telemedicine. As Trey 
Taylor puts it: 

I think about Central Asian and African young girls. The reason they are not in school 
is because they spend a lot of time during the day gathering water and frewood. 
If instead, our systems could help pump clean water and electrify schools then these 
young girls could be in schools too. 

Further, VP executives believe that not only are they developing multiple technologies and 
deploying them in arduous conditions, but that they and their competitors also may be paving 
a path to regulatory reform. The frm believes that the U.S. Congress and the Department of 
Energy must act to break a regulatory policy stranglehold on development and commercializa-
tion of clean technologies and that the Federal Energy Regulatory Commission (FERC) should 
grant a license to any such operation that plans to connect to the national electrical grid. How-
ever, many wave and tidal developers complain that the licensing process is tailored to much 
larger-scale energy projects, and provides unnecessary hurdles for experimental ventures such 
as VP. 

Company Overview 

The frm, founded in 2000 and headquartered in New York City, has positioned itself as a site 
and project developer that specializes in the design and application of marine renewable energy 
using proprietary kinetic hydropower technologies. VP’s technology focuses on developing under-
water turbines to generate and bring to market reliable energy from the natural water currents 
of rivers, tides, and man-made channels. The company’s Kinetic Hydropower Systems have been 
undergoing rigorous testing in New York City’s East River since 2002. The project has progressed 
from an initial demonstration array of six turbines to a full feld of turbines that produces more 
than 77MWh (megawatt hours) of grid-connected power—enough to supply electricity to approxi-
mately 175 homes. If operated continuously, the feld has the potential to generate enough power 
for nearly 8,000 homes.1 

In three phases, this project seeks to develop and deliver electricity using VP’s Free Flow 
System. The electricity has been used to power facilities on Roosevelt Island at no charge as 
part of a community partnership and to optimize turbine spacing and power production. During 
the two-year (2006–2008) second phase, VP operated six full-scale turbines to demonstrate 
the Free Flow System as an effcient source of renewable energy. In 2010, a Pilot Commercial 
License was secured from the Federal Energy Regulatory Commission (FERC) to build-out the 
third phase to a 1 MW, 30-turbine array. This last phase must occur in consultation with both the 
State and City of New York and other federal agencies to provide clean, renewable power to 
the City. With FERC licensing, this is destined to become the world’s frst multi-unit commercial 
tidal energy facility. 
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VP is currently the only company demonstrating renewable energy production in a major pop-
ulation center. Once commercialized, the technology will be applicable for deployment in other 
sites around the world and in dense population centers. Other technology developers in the 
marine renewable industry are focused on utility scale (traditional industrial-sized), large ocean 
energy systems, which cannot be deployed at most population centers. 

Technologies 

VP’s technologies for generating and distributing electricity can be situated wherever energy 
demand is high and fowing water is available. The systems can also be scaled up for use in deep-
sea offshore locations where the strongest currents exist. VP’s core technologies involve two kinetic 
hydropower systems—the Free Flow System and the Rapid Flow System. 

Free Flow System (for Natural Waterways) 

Resembling wind turbines, Free Flow System turbines are rotated by the currents of tides and rivers. 
In tidal settings, the turbines are designed to pivot 180 degrees to generate power on both the 
ebb and food tides. In river settings, the turbines are stationary and generate continuous power 
from the unidirectional fow of the river. Installed underwater, the systems are invisible from shore 
and operate silently without the need for dams or other major civil works, and do not redirect the 
natural fow of the waterway. 

The turbine rotors are designed to rotate at a slow and fxed speed over a wide range of water 
velocities making the system safe for fsh passage and delivering steady, effcient electricity to 
the grid. The effect of the turbines on the river’s aquatic life, particularly fsh, and the regulations 
associated with environmental protection have been a major challenge for VP to address. The 
East River alone is home to an estimated 54 different fsh species. Conventional hydro turbines, 
which turn at 600 to 700 rpm, are known to entrap and kill fsh. VP claims that their slower-turning 
turbines (32 rpm) allow fsh plenty of time to avoid the system’s moving parts. 

The company had initially budgeted about $750,000 for fsh studies but that number now runs 
into the millions of dollars. Unfortunately, very little direct research of tidal stream systems exists 
and most direct observations consist of releasing tagged fsh upstream of the device(s) and direct 
observation of mortality or impact on the fsh. A key aspect of the project’s second phase was 
to identify any effects of the turbine array on the local environment and safe fsh passage. VP’s 
strategy has been to take a slow, multi-phase approach and collaborate with state and federal 
regulatory agencies as well as research institutions. 

During this two-year demonstration period, VP conducted unprecedented monitoring activities 
and asked a local environmental group to participate and monitor alongside of them to corrobo-
rate the results. Although the results of these activities showed no evidence of increased fsh mor-
tality or injury, there are several interested parties questioning the practices and seeking further 
research and results. There are also concerns being expressed by several agencies about untested 
technology being implemented in the city’s waters. 

Rapid Flow System (for Constructed Waterways) 

VP’s Rapid Flow System is designed to generate electricity from fowing waters found in con-
structed waterways, including irrigation canals, aqueducts, wastewater facilities, and industrial 
plant channels. While the water in these man-made channels contains natural kinetic energy from 
continuously fowing water, it generally moves too slowly to generate power in a cost-effective 
manner. To compensate, VP’s Rapid Flow System accelerates the velocity of the water just before 
it passes through a vertical-axis turbine. 
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The Rapid Flow System also allows for easy integration with water purifcation units. Thus, 
the Rapid Flow System can generate both clean energy and potable water from the same fow. 
After two years of extensive lab testing, VP is planning to launch a feld demonstration project of 
this integrated water and clean energy system in a canal at Dow Chemical Company’s Freeport, 
Texas facility.2 

Projects 

As of January 2010, VP had deployed seventeen tidal and river turbines in three locations in the 
United States and Canada. In addition, listed below are other key international operational mile-
stones that the company has achieved: 

1 Brazil—Working with both the Todo Trading Company and Future Trends global reports, VP 
has identifed more than 1,000 diesel-powered generators in Amazon Basin villages. 

2 China—American Sino Renewable Energy Development Program, on behalf of VP, has initi-
ated favorable discussions with the Guangdong Electric Power Development Company for the 
development of projects in Guangdong and Hong Kong. 

3 India—Through the International Clean Energy Alliance and Globally Managed Services 
India, an organization that specializes in customer relationship and advisory services, VP 
has developed interest from Indian states such as Gujarat and West Bengal for project 
development. 

4 South Korea—With support from the Gyeongbuk Provincial Government, VP has a Memoran-
dum of Understanding with the Institute of Renewable Energy and Environment for developing 
integrated offshore wind and tidal power systems to create the world’s largest renewable 
energy industrial park. 

5 New Zealand—New Zealand Trade and Enterprise is working with the company to help meet 
the country’s goal of 90 percent of electricity production from renewable resources by the 
year 2025. 

6 United Kingdom—UK Trade & Investment is working with VP and linking their collaborative 
efforts with the Department of Business Enterprise and Regulatory Reform as well as Scottish 
Development International, an organization that promotes international trade and encour-
ages overseas companies to invest, to help the UK triple its renewable energy production 
within the next ten years. 

7 Turkey—The company has a Letter of Understanding (LOU) with the Society Development 
Corporation and its affliate Havasu Enerji Sistemleri to develop projects in Turkey. 

8 Malaysia—The company has an LOU with GTS Power Ltd. for projects in Cambodia. 

In North America, VP is working on three demonstration projects as a frst phase toward deploying 
commercial projects. These projects and their main details are displayed in Exhibit 11.1. 

Market Potential 

VP plans to locate its projects near electrical load centers, i.e., major urban/industrial areas at 
suitable sites close to grid connections, generally in water depths of less than 35 meters. The 
frm has concentrated its development at ten sites with the greatest long-term potential in terms 
of sustained energy generation, frst in North America and then in the UK. The ten projects are 
forecast to have an installed capacity of 1 GW. The systems can also be used as base power 
for integrated and hybrid renewable energy systems when combined with wind and/or solar 
power and are scalable which greatly simplifes infrastructure, fnancial, and system planning, 
and leads to lower unit costs. 



   
  
 
 

 
 
 

 

  
 

 

Project 
Name

Location Source, 
capacity

Key characteristics

RITE/  East River;  Tidal Power, World’s frst grid-connected feld of tidal turbines 
NAVY New York, NY Projected 80 MWh+ energy delivered to customers (frst in world) 

and Puget 5MW 9,000+ operational hours (world leader) 
Sound; Seattle, Capacity Partnerships with New York State, New York City, U.S. 
WA Department of Energy and U.S. Navy

 CORE  St. Lawrence  River Power, Would demonstrate Free Flow System in river setting 
River; Projected Commenced Verdant Power international operations 
Cornwall, ON 15MW Would demonstrate capacity factors more than double those of 

Capacity wind and solar (80–90%) 
Partnerships with Canadian Federal and Provincial 
Governments

 ACE  Dow Chemical  Canal Would demonstrate Rapid Flow System in feld setting 
Plant Canal; Power, Field Would demonstrate highest capacity factors; triple those of 
Freeport, TX (Beta) Test wind and solar (90–100%) 

Partnership with Dow Chemical Company 
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Exhibit 11.1 Projects (North America) 

Source: author-generated, based on the various interviews at VP. 

Coal, because of its abundant supply in the United States, has been largely relied upon to satisfy 
growing electricity demands. However, it is also the leading contributor of carbon dioxide and has 
been linked to climate change. To control the emissions from coal-fred power generation, carbon 
dioxide emission is likely to be charged a signifcant economic price in the foreseeable future. If 
the price is high, as some economic models suggest (from $50 to $100 or more per ton emitted), 
and if a liquid secondary market emerges for trading emission allowances, this could raise average 
energy prices by 30–60 percent or more. See Exhibit 11.2 for a comparison of fuel costs. 

Recently, shale gas has emerged in the United States as a cheap new energy source with roughly 
half the carbon dioxide emissions of coal, which could signifcantly affect the electricity generation 
landscape. It may have the potential to drive the average energy prices much lower than the renew-
able energy companies project and could seriously impact the market for emissions allowance. 

However, recent studies3 have also revealed that shale gas, the product of a highly controver-
sial extraction method called hydraulic fracturing (“fracking”) brings with it a greater greenhouse 
gas impact potential than conventional oil, gas, and coal over a 20-year period. It has also been 
suggested that fracking has led to minor earthquakes and tremors in and around the drilling sites.4 

Considerable infrastructure is also required not only to extract the gas but also to transport 
it via pipeline to refneries. The construction of new pipelines in the United States is being hotly 
contested with opposition protestors taking the position that “all pipelines leak.”5 Overall, there 
appears to be considerable and on-going debate on the environmental and human health dangers 
of shale gas. Until it is resolved, it is anticipated that governments will continue to support the 
transition to safe, sustainable non-carbon fuel sources. 

In 2009, the World Bank forecast that, within the next 40 years, there would be a $5 trillion global 
industry in renewable energy technology. Policies such as the Kyoto Protocol and aggressive renew-
able energy requirements have made sustainability a global imperative although in some cases gov-
ernments, where the money for technology development is, have not acted accordingly. To support 
growth in the sector, public economic incentives have been adopted worldwide including Production 
Tax Credits, Investment Tax Credits, and grants seeking to advance sustainable technologies. 
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Total Addressable Market 

The total addressable market for kinetic hydropower is estimated by the U.S. Department of Energy 
to be 250 GW. This fgure comprises an estimated 63 GW from tidal, 137.5 GW from river, 
and approximately 50 GW from constructed waterways resources. Approximately 20 percent 
of this market is to be found in developed countries, VP’s initial primary target market. The total 
North American market easily exceeds 25,000 MW and according to the New York State Energy 
Research and Development Authority, there is more than 1,000 MW of kinetic hydropower poten-
tial just within the state of New York. 

A National Research Council Canada study concluded that: 

a vast resource of energy exists in [Canada’s] fowing waters. If [free-fow] devices 
currently under development prove suffciently economical to place in the general 
areas identifed by this study, then the impact on Canada’s future energy demand 
could be very signifcant. 

This analysis continues: “for just three main river reaches in which consecutive cross-sections may 
be exploited, and for only thirteen tidal current cross sections, over 110 TWh/year (tetrawatt 
hours per year) of kinetic energy have been identifed.”6 At an 80 percent capacity factor, this 
translates into more than 15,000 MW of potential installed capacity. 

The potential for tidal power around the world may be even greater. The UK has allocated more 
than the equivalent of $100 million for the accelerated development of tidal power technologies, 
including construction of the European Marine Energy Center (EMEC) testing facility. The Carbon 
Trust estimates in its 2006 Future Marine Energy report that: “tidal stream energy could become 
competitive with current base costs of electricity within the economic installed capacity estimated 
for the UK, 2.8 GW.” VP has identifed more than 120 North American potential tidal locations, 
each with multiple development sites suitable for the company’s systems. 

Competition 

VP is positioned between upstream conventional hydropower facilities (dam and run-of-river sys-
tems), and downstream kinetic hydropower (ocean energy technologies), including offshore tidal 
power and wave energy systems. 

The majority of the ocean energy technologies are large, weighing in the tens of tons and 
measuring up to 30 meters in height at full scale. They also have much larger single unit capaci-
ties than VP’s units, with several developers claiming that their single units will generate between 
300 kW and 1–2 MW. However, to attain this output, they are designed to operate in depths of 
35–45 meters, typically far offshore and/or in remote regions, thus requiring long transmission 
lines and highly specialized installation equipment and supporting infrastructure found only in more 
developed regions of the world. There appear to be fve direct competitors to VP (see Exhibits 11.3 
and 11.4). These competitors are all targeting tidal sites generally in water depths of more than 
35 meters and at remote locations. 

Three of VP’s key competitors are based in the UK and beneft from both EU and UK governmen-
tal fnancial and technical support. In 2005, the UK government invested £50 million in a program 
to nurture wave and tidal projects through a combination of direct grant subsidies to developers, 
funding of a specialized test facility to accommodate feld demonstrations of pre-commercial units, 
and regional and national resource assessment mapping and surveying. This fnancial advantage 
is complemented by a collaborative relationship with environmental regulators, which seems to 
have resulted in minimal environmental conficts during the initial pre-commercial testing phase of 
the UK-based operating units. The combined fnancial, technical, and environmental assistance is 
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an extraordinary advantage when compared to U.S. regulatory standards and, as a consequence, 
VP estimates its UK competitors have much lower development costs. 

Exhibit 11.3 Total Addressable Market (Verdant Power vs. 5 Competitors) 

Source: derived from U.S. Department of Energy, Ocean Energy Council (tidal), World Energy Council 
(river), and an estimate based on existing and planned constructed waterways (canal). 

Competitor name  Location 

Marine Current Turbines (MCT)  United Kingdom

 OpenHydro Group  Ireland 

Clean Current Power  Canada

 Lunar Energy  United Kingdom

 Hammerfest UK United Kingdom (formerly Norway) 

Exhibit 11.4 Key Competitors 

Organization 

As of January 2010, the company employed twenty full-time employees and consultants with 
several vendors also dedicating additional full-time equivalents to company operations. The key 
personnel are listed in Exhibit 11.5. Once the technology has been commercialized, VP’s man-
agement hopes to staff a position titled “Chief Social Offcer.” This person’s primary responsibility 
will be to address the electricity needs of developing countries and communities and to work with 
the local communities worldwide to deploy VP systems. 

VP’s organization is anchored around two main teams: an in-house Resource Assessment 
(RA) team and the Project Development (PD) team. Both teams help VP’s efforts in expanding its 
capacity to identify and develop potential projects, to obtain needed equipment, and to secure 
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government support for the Free Flow System and Rapid Flow System technologies. The RA team 
is tasked with identifying potential sites and guiding the selection of those locations that are the 
most promising. The PD team is charged with identifying and securing commitments for potential 
commercial build-outs. 

Verdant Power is led by a seasoned management team comprising the following individuals: 

Ron Smith: Co-founder, Chairman and Chief Executive Offcer, leads both management and operations. 
He is also responsible for Verdant Power’s internal regulatory compliance and permitting initiatives. 
He has led the development of successful start-ups and has held positions with Booz-Allen management 
consultants and Bendix Aerospace Group. He holds an MBA from Harvard Business School and an M.S. 
in Systems Management from USC. 

William h. “trey” taylor: Co-founder, President and Head of Market Development, leads marketing 
and business development efforts. He was founder and President of the Interactive Marketing Institute and 
consulted with BGE (Baltimore Gas & Electric) and Price Waterhouse World Utilities Group, and has held 
senior marketing positions at Edison Electric Institute, ITT Corporation., British Telecom, Ogilvy & Mather, 
and Procter & Gamble. His graduate studies are in Urban Education at the University of Minnesota. He 
holds a B.S. in Political Science & History from Portland State University. 

Kevin Lynch, CPA: Co-founder, Chief Financial Offcer, manages fnance, accounting, and purchasing 
activities. He also shares in direct project management oversight responsibilities. He has over twenty-fve 
years of experience in fnancial consulting with fast-growing companies. 

Dan Costin, Ph.D., PE: Chief Engineer, formerly with Northern Power Systems, has twenty years’ 
experience in design and analysis of mechanical systems; nineteen patents awarded for rotating 
equipment and wind turbine design; and has extensive project and functional management experience. 

Dean Corren: Director of Marine Current Technology leads the development of kinetic hydropower 
systems. He has consulted on energy and technology and performed research on a wide range of energy 
technologies as a Research Scientist at New York University. 

Mary Ann Adonizio, PE: Director of Resource Assessment, has more than thirty years’ experience in 
power generation and transmission project engineering, development, and management for the electric 
utility industry and renewable energy projects. She has an extensive history in resource assessment and 
environmental analysis in the hydropower industry. 

Exhibit 11.5 Principal Management Team and Governance 

Source: based on information by VP’s management. 

Proposed Business Models and Projects 

VP’s management envisions 330 MW of operating projects by the end of 2016 and more than 
1,000 MW eventually, all utilizing its proprietary technologies. Projects are developed with expe-
rienced owner/operators, who provide VP with signifcant cash fows to fund further project devel-
opment and growth. The company’s revenue model includes a continuation of grant funding from 
governments in the short term to offset a signifcant portion of demonstration project costs. VP 
forecasts that net revenues from river and tidal projects as well as from licensing will begin to 
materialize. VP’s time horizon and priorities analysis is presented in Exhibit 11.6. 

VP plans to generate commercial revenue and proft from the development of river and tidal 
projects generating renewable electricity in North America and the UK as well as other interna-
tional jurisdictions. It will license its proprietary technologies and know-how to power producers 
in selected international markets. When opportunities arise, it will sell its interest in completed 
projects and redeploy the proceeds towards additional project development. 
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Within this framework, Verdant Power’s current plan might be summarized as shown in Exhibit 11.6. 

Horizon 1  Horizon 2  Horizon 3 

Complete current round 
fnancing—$20 million equity; 
$50 million project 

Qualify and initiate additional 
U.S. and Canadian Free Flow 
System Projects

 Institutionalize project 
development and partnering for 
international commercial projects 

Validate Free Flow Deployment/ 
Retrieval System (CORE 
Project —St. Lawrence River) 

Establish UK corporate and 
project presence 

Roll out Free Flow System River 
and Tidal Projects in selected 
country markets 

Validate Submarine Cabling/ 
Anchoring System (Puget Sound) 

Commercialize Navy Project Roll out Rapid Flow System 
projects in selected country 
markets 

Reduce Free Flow System costs 
via Generation 5 demonstration 

Qualify additional country 
markets and Free Flow System 
Projects (Turkey, Brazil, India, 
China, etc.)

 Commercialize projects
 RITE Project 
CORE Project (2011) 
UK Project (2012) 

Establish Rapid Flow System 
market strategy and supply chain 

Identify and develop strategic 
partnership for commercial 
projects 

Establish supply chain and 
logistics for multiple international 
projects 

Analyze and develop supply 
chain 

Prototype Rapid Flow System 
(ACE) at Dow Chemical 

Further assess North American 
sites plus UK market, resources 
and sites 

Target Time Lines 6–24 Months Target Time Lines 18–36 Months Target Time Lines 24–60 Months 

Verdant Power Priorities, Plans, and Programs 

Horizon 1: Extending and defending the core businesses—where most resources are focused. 

Horizon 2: Building emerging businesses—where qualifcation, relationship building, and prototyp-
ing are typically used to prove out and refne (or reject) an initiative before it is absorbed into core 
operations. 

Horizon 3: Creating viable options for the future—where other promising options are evaluated as 
possibilities for future development. 

Exhibit 11.6 Horizon-Priorities Analysis 

Source: based on review of VP corporate documents. 



  
 

 

   

  

 

 

 

 

 

 

 

Current status 4–5 Years out 6–7 Years out

 2012–13 
Niagara # 1

 2014
 CORE Build-Out

 2017 
Great Lake # 4 

Gross Revenue (Ontario Standard Offer) in 3rd 
Production Year

 $4,563.000  $18,250,000  $27,375,000 

Project Size in MW  5  20  30 

Capacity (in kW)  110  110  110 

Capital cost required  $20,473,000  $56,081,000  $74,219,000 

Cost per MW  $4,094,000  $2,804,050  $2,473,967

 O&M/G&A expense  $2,223,000  $6,465,000  $8,840,000 

EBITDA in 3rd production year  $2,340,000  $11,785,000  $18,704,000 

IRR: Assuming 50% pre-tax (%)  5.9  18.4  21.8 
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Project Economics 
VP’s proftability is a function of its ability to assess, select, and permit attractive projects and 
build them in partnership with established project developers/owners. Exhibit 11.7 illustrates 
what a typical owner could expect in the near term, and over the next few years as techno-
logical improvements already in the company’s development pipeline are introduced into the 
f eld. 

Exhibit 11.7 Cost and Revenue Projections of Current and Future Projects 

Source: this information was provided by Ron Smith. 

Cost Reduction Drivers 

Current cost parameters are based on the company’s experience in fabricating and installing a 
small number of handcrafted units in relatively shallow tidal areas. Key components of the overall 
capital cost structure include: (1) costs of manufacturing the turbine system; (2) costs to deploy 
and purchase cabling; (3) regulatory costs to obtain required permits and licenses; and (4) the 
actual net production of the systems. This last factor is infuenced by the velocity of the underlying 
water resource, its depth (which may allow for larger turbine rotor sizes), and the duration of its 
f ows. 

Management has identifed the following signifcant cost reduction drivers, which are the focus 
of current RD&D activities: 

1 Economies of Scale—Cost reductions due to economies of scale are generally predicted to be 
15–18 percent each time that volume doubles. Commencing in 2010, volumes are projected 
to more than double in each succeeding year. 

2 Installation and Retrieval—The Company’s design efforts are positioned to simplify and 
reduce the expense of initial deployment and subsequent maintenance. 
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Regulatory Costs—Regulatory costs associated with innovation are often burdensome, par-
ticularly in the United States. To address these issues, the company has been working with 
key regulatory agencies at both the federal and state levels that have resulted in a number of 
precedent-setting rulings and structural licensing improvements. In addition, greater emphasis 
has been placed on establishing projects in more advanced hydropower jurisdictions (e.g., 
Canada and the UK), while simultaneously continuing to develop hydro systems that operate 
in less-regulated man-made waterways. The company has been mobilizing a larger coalition 
of industry supporters to fund more of the expense of longer-term reform efforts. 

At the time of VP’s investment round in August 2006, the company’s valuation was approximately 
$33.8 million. The ownership of the company’s fully diluted common shares/equivalents as of 
January 2010 is provided in Exhibit 11.8. 

Shareholder Number of common 
shares/equivalents

 Percentage of 
share held

 Price range

 Management  16,610,232  40  $.00–$1.25 

Business Angels/Friends & Family  10,595,365  26  $.15–$1.25 

Tudor Investment Corp  8,822,606  21  $.85

 Employees/consultants  5,366,076  13  $.00–$1.25 

Exhibit 11.8 Capitalization (as of January 2010) 

Source: this information was provided by Ron Smith. 

In Exhibit 11.9, VP’s fnancial projections are presented. Net revenues represent contributions 
to overhead from various demonstration and commercial projects plus licensing. Only modest 
increases to overhead expenses are anticipated because a signifcant amount of the company’s 
costs will be absorbed by the special purpose structures (investment companies) established for 
project development. These projections do not take into account other incentives available in many 
jurisdictions and advantageous to investors and project developers. These possible complemen-
tary revenue streams are described in Exhibit 11.10. 

Future Developments 

VP intends to apply the lessons it learned from the New York project and other feld tests and 
incorporate them into the development of next-generation Free Flow Systems. The advancement 
to the next generation (Generation 5) focuses on overall parts reduction to facilitate commercial 
manufacturing and reduce maintenance costs. VP is also in the process of developing enhanced 
blade designs for its Free Flow System turbine in partnership with the U.S. Department of Energy, 
the U.S. National Renewable Energy Laboratory, and Sandia National Laboratories. The purpose 
of the redesign is to enhance structural strength and streamline manufacturing, as well as to scale 
up turbine rotors to 11 meters or more for use in deeper, faster waters. 

VP plans to build two demonstration and ten multiple-phase commercial projects with the goal 
to further refne its technology and project development capabilities for commercial operations. 
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System Installations, Sales and Leasing 
Verdant Power produces systems that generate renewable energy from tides, rivers, and manmade 
channels. The Company expects that total project construction revenues from the installation of these 
systems will exceed $1B U.S. through 2016 based on the installation of systems capable of producing 
330 MW. 

Electric Power Production 
Verdant Power’s technology and facilities produce renewable electricity—green power. The demand for 
green power has accelerated due to state and federal policies and the growth of voluntary green power 
purchase markets, along with the generally improving economics of renewable energy development.

 Intellectual Property 
Verdant Power presently has 12 patents pending, 6 additional patent disclosures, and 12 additional 
patentable concepts under consideration. 

Renewable Portfolio Standards 
These standards require local utilities to purchase renewable energy from producers like Verdant Power, 
at prices higher than otherwise, sometimes at a multiple of the wholesale market price for non-renewable 
energy. 

Renewable Energy Credits 
Renewable Energy Certifcates are tradable environmental commodities in the U.S. that represent proof 
that 1 megawatt-hour (MWh) of electricity was generated from an eligible renewable energy resource. In 
states that have an REC program, Verdant Power is credited with one REC for every 1,000 kWh or 
1 MWh of electricity it produces. 

Revenue Support/Feed-in Tariffs 
A Revenue support/feed-in tariff is an incentive structure that encourages the adoption of renewable 
energy through government legislation. 

Federal and State Income Tax Credits 
Federal and State income tax credits have been a signifcant stimulus to renewable energy investment in 
the U.S. for over 30 years. State credits, although sometimes limited because of more restricted investment 
pools, can also provide instant refunds of up to 33% of total project capital costs. 

Carbon Emissions Trading
 Carbon (CO ) makes up 77% of the Green House Gases thought to be responsible for global climate 2
change. Thus, carbon fnance is emerging as a vast global marketplace providing incentives and 
mandates for pollution reduction and direct boons for new renewable energy technologies. 

Capacity Payments/Capital Cost Buy-Downs 
Capacity Payments/Capital Cost Buy-Downs are available in many jurisdictions under varying 
parameters, ranging up to approximately 25% or more of the initial capital costs of the installed system, 
depending on project size, location, and technology. 

Subsidized R&D Support 
Subsidized Research and Development Support is another area of growing signifcance in North America. 
The net effect reduces technology development costs to the private sector, generally with no permanent 
reciprocal obligation to the funder. 
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Exhibit 11.11 provides a summary of the VP’s plan to realize its initial goal of 330 MW of 
installed capacity in North America and the UK. This project pipeline refects the company’s plan 
for scale-up, production design, and manufacturing of the Free Flow System. (The Rapid Flow 
System is sidelined to beta tests.) 

Exhibit 11.10 Complementary Revenue Streams Summary 

Source: based on data provided by VP Management. 
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Exhibit 11.11 2011–2016 Project Pipeline (in MW) 

Source: this information was provided by Ron Smith. 

Future Challenges 

One of the remaining barriers to the marine renewable industry, in addition to technology troubles 
and high capital requirements, is the cumbersome regulatory process. The FERC is yet to approve 
VP’s invitation to create a three-to-fve-year study license for new technology. There is a signifcant 
danger that the marine renewable energy industry will not be successful in the United States due 
to adversarial and exceedingly risk-averse regulatory policies. VP has spent more money on envi-
ronmental studies and assessments than it has on building products or developing technology. 

For example, as part of obtaining a demonstration permit, VP had to conduct numerous stud-
ies, including: benthic habitat characterization; a water quality assessment; an East River hydro-
dynamic survey; a mobile hydro-acoustic survey; a fxed hydro-acoustic survey; an assessment 
of impacts on any rare, threatened, or endangered fsh species; a biological survey of the East 
River; a recreational resources assessment; a navigational and security assessment; and a histor-
ical resources assessment. VP was required to complete these studies before even approaching 
the FERC with an application for a license to build and operate a commercial scale project in the 
East River. 

In contrast, countries such as Canada and the UK have established what seem to be consider-
ably more favorable policies. VP and its competitors also claim to be able to obtain funding from 
Canada much faster and more easily than from the United States. 

Conclusion 

Both Trey Taylor and Ron Smith believe they have ensured that VP possesses an explicit, multidi-
mensional, and well-documented strategy for revenue generation and growth. They understand 
that to achieve VP’s social goals and bring its ideas to fruition, it is important to be commercially 
successful and to generate revenue. Its operations must be effective and it must invest for further 
growth. 

Trey knew that he and Ron had to come up with a convincing pitch on why U.S.-based institu-
tional investors would want to trust them with as much as $70 million. In their view, the key to the 
argument had to lie not only in addressing the fact that VP had a proven technology implying that 
there was demand for their product, but also that the environmental sustainability resulting from 
VP’s commercialization of renewable energy would lead to increasing demand and thus profts in 
the future. That is, they had to convince potential investors that VP’s competitive advantage lay in 
having an economically viable, scalable technology that was also environmentally friendly. 

Trey and Ron also anticipated the problem of having to address whether or not to continue 
operating in the rigidly regulated U.S. market. Would the investors in the short run and VP’s 
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long-term social goals be better served by moving operations to a friendlier operating environment 
such as Canada or the UK? For that matter, should the frm more aggressively pursue its social 
goals by approaching governments in the developing world or international institutions such as the 
World Bank directly? Finally, given the internally well-accepted dual mission of VP, did Trey and 
Ron have an ethical duty as leaders of the VP to prioritize the frm’s operating goals? Were the 
social objectives really more important and immediate than their fduciary responsibility towards 
shareholder wealth maximization? Do the social objectives and their fduciary responsibilities 
really compete? 

NOtES 

1 VP’s East River community-based project is associated with the Roosevelt Island Tidal Energy (RITE) Proj-
ect where the objective is to generate 10 megawatts of electricity from changing tidal fows using 300 under-
water turbines. Despite its name, the East River is not a river but rather a tidal strait connecting Upper New 
York Bay on the south end with the Long Island Sound on the north end. 

2 Intellectual Property coverage for these technologies includes eight fled US patent applications; interna-
tional applications in Europe, Canada, and Japan; three disclosures in development; and twelve technical 
concepts in patent development. 

3 See Howarth et al. (2011). 
4 See, for example, Charles Choi, “Fracking earthquakes: injection practice linked to scores of tremors,” June 8, 

2012. Retrieved from www.livescience.com/22151-fracking-earthquakes-fuid-injection.html. 
5 See, for example, Molly Hennessy-Fiske, “Keystone XL pipeline brings out the protest in locals,” Los Ange-

les Times, October 19, 2012. Retrieved from www.wask.com/waskfm/news/nationworld/la-na-texas-pipe 
line-20121020,0,3186103.story?page=2.

 6 An Evaluation of the Kinetic Energy of Canadian Rivers & Estuaries was prepared for the National Research 
Council Canada, Hydraulics Laboratory, Ottawa, Ontario, Canada, March 1980. 
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Chapter 12 

The Social entrepreneurship 
Support ecosystem 

AiM/PurPOSe 

The purpose of this chapter is to introduce the concept of the support ecosystem for social entre-
preneurship. The origin and nature of such support ecosystems are discussed. The types of 
entrepreneurship support organizations that constitute an ecosystem are explored. Moreover, a 
strategy for being intentional and systemic in assembling an ecosystem is presented. 

LeArNiNg OBJeCTiVeS FOr THiS CHAPTer 

1. To understand the value and importance of social entrepreneurship support ecosystems. 
2. To grasp the conceptual underpinnings of support ecosystems and the issues they are meant 

to address. 
3. To recognize the types of organizations that are part of an ecosystem. 
4. To understand the importance of systemic linkages between support organizations and how 

to foster those linkages. 

We begin this chapter with a story intended to illustrate the importance of support for 
entrepreneurs from the context, or community, of which they are a part. This is a story 
about a professor of entrepreneurship who was invited to a university in the United 
States to talk with various units across campus about entrepreneurship and how it might 
beneft them. 

The professor started his day in the College of Fine Arts. The students and faculty he 
talked with were very enthusiastic about both the possibility of creating businesses around 
their art and the creativity and innovation that entrepreneurial thinking engenders. They 
were brimming with ideas for arts-based enterprises. The students of the School of Nurs-
ing, though a bit more reserved, were equally enthusiastic about what entrepreneurship 
could do for their professional and personal ambitions. The professor was met with a 
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similar reception in the School of Engineering, and this carried on throughout the day 
until he made his f nal visit. 

The last conversation of the day was with 25–30 students in the School of Business, 
specifcally in the Entrepreneurship Program. The students were subdued. The professor, 
thinking that this might be due to the late-afternoon timing of the meeting, quickly tried 
to engage them. He asked them what he thought was a benign question: “How many of 
you are planning to start a business?” Only two hands went up.The professor was surprised 
and asked those who had not raised their hands why this was so. Repeatedly, the answer 
was that these students of entrepreneurship were afraid that if they started a business, 
they would have to do it alone, without any support. With growing sadness, the professor 
tried to assure them that, in fact, there are many forms of support for entrepreneurship 
and that successful entrepreneurs never pursue their goals alone, but he couldn’t help but 
feel that the cause was already lost. How was it that students of entrepreneurship, the 
people within the university who should know the feld best, were the least enthusiastic 
and optimistic about its application? 

On the fight home, the professor refected on his experience. He thought about how, 
too often, entrepreneurship education is about agency—the opportunity recognition pro-
cess of the individual, the preparation of a business model or business plan for the enter-
prise, the daunting pursuit of fnancing—as though entrepreneurs operate in isolation from 
their context. Is it any wonder that many entrepreneurship students feel disconnected and 
alone? The professor vowed that upon returning to his home university, he would advo-
cate for and develop the inclusion of coursework that would inform entrepreneurship 
students of all of the assistance that their community provides them with, how to fnd it 
and use it effectively, and how to be successful at building the networks that are essential 
to effcacious entrepreneurship. Because, the fact is that entrepreneurs need never work 
alone. There is always a “community of support,” if you know where to look.1 

This is no less true for social entrepreneurs. In fact, because social entrepreneurs serve 
stakeholders that include the community and compete for resources (not customers), 
which tends to foster cooperation with their peers and others, they are arguably even 
more attached to their context. In Chapter 2 of this text, we discussed Mair and Noboa’s 
(2006) model of intention formation, in which they observe that in order for social entre-
preneurs to perceive that they can successfully pursue their mission, they need to believe 
they have social support. So, in this spirit, we offer this chapter on the support ecosystem 
of social entrepreneurship. 

SuPPOrT eCOSYSTeMS 

In recent years, there has been a growing interest in  entrepreneurial ecosystems . The term 
comes, of course, from the feld of ecology and refers to the “habitat” of which entrepre-
neurs are a part. This habitat has been defned in different ways. Arguably, the work of 
Porter ( 1985 ) and others on “industry clusters” was an early way of thinking about the 
business ecosystem, with its focus on the geographic coalescence of suppliers, manufac-
turers, and distributors. In the mid-1990s, Feldman ( 1994 ) introduced the concept of an 
“innovative infrastructure,” with both hard (e.g., utilities, transportation, and broadband) 
and soft (organizations that support entrepreneurs, accommodating government, and 
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colleges/universities that produce ideas and a skilled workforce) elements that supported 
entrepreneurial activity. Richard Florida’s 2002 book  The Rise of the Creative Class sug-
gested that successful innovative communities were diverse, attractive, welcoming, and 
supportive of educated individuals who drive the knowledge economy. 

The concept of the “entrepreneurial community,” another perspective on the entrepre-
neurial ecosystem, came into good currency about this time. The Edward Lowe Founda-
tion ( 2002 ) identif ed f ve characteristics of entrepreneurial communities: 

1 a culture of support in the community—the community is diverse, open to new ideas, 
and freely shares information; 

2 a benefcial infrastructure—in the spirit of Feldman’s ( 1994 ) “innovative infrastruc-
ture,” this includes such features as a college/university, Internet access, and an effec-
tive transportation system; 

3 a supportive government—a local government that is fexible and supportive of busi-
ness activity; 

4 extensive networking—networks between entrepreneurs and between entrepreneurs 
and resource providers; and 

5 a variety of fnancial capital sources—multiple sources of both debt and equity capital. 

The W.K. Kellogg Foundation included these and the introduction of entrepreneurship 
into the school system in their defnition of an entrepreneurial community ( Dabson 
et al., 2003 ). 

Lichtenstein et al. ( 2004 , pp. 6–7) defne “entrepreneurial communities” as engaging in 
specifc behaviors that can be categorized as follows: (1) a “critical mass” of entrepreneurs 
engaged in market-producing or renewing activities; (2) a distinct “community” of entre-
preneurs within this critical mass of activity that is identifable to the larger community or 
region; and (3) entrepreneurial thinking and acting by all members of the community— 
nonproft, private, and public—that fosters creativity and innovation. These authors fur-
ther argue that entrepreneurial communities are best built by creating a  system of support, 
tailoring the system created to the specifc culture and needs of the community, placing 
the focus of the system on the development of entrepreneurs as opposed to businesses, 
developing new roles and tools that assist with the community-wide incubation of entre-
preneurs, and operating the system as an enterprise, the product of which is the economic 
transformation of the community. 

In recent years, the Ewing Marion Kauffman Foundation of Kansas City, Missouri, with 
a mission of promoting entrepreneurship, has popularized the term “entrepreneurial eco-
system.” They have undertaken a major effort to identify cities around the world that are 
successfully fostering entrepreneurship and the factors that are contributing to that suc-
cess. These factors often include helpful government policies, entrepreneurship support 
initiatives (e.g., business incubators, co-working sites, competitions, and so forth), and 
entrepreneur networks, among others (Kauffman Foundation, 2014). 

Whether they are called “entrepreneurial communities” or “entrepreneurial ecosystems,” 
it is clear that these communities of support for entrepreneurship share several common 
characteristics. They are systemic, placing the focus on the entire environment in which 
entrepreneurs operate. As such, they emphasize networking among the key players in the 
environment, including and especially the entrepreneurs. They require that everyone in 
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the system—businesses, government, and NGOs—is thinking and acting in support of 
entrepreneurship. They involve an infrastructure that provides fnancial, human, phys-
ical, and social capital to the context’s entrepreneurs. Perhaps most importantly, these 
systems give form to the importance of context, and not merely agency, to successful 
entrepreneurship. 

APPLYiNg THe eCOSYSTeM CONCePT TO 
SOCiAL eNTrePreNeurSHiP 

In his seminal book  How to Change the World, David Bornstein ( 2007 , p. 3) observed, 
“One of the most important things that can be done to improve the state of the world 
is to build a framework of social and economic supports to multiply the number and 
the effectiveness of the world’s social entrepreneurs.” Interestingly, Bornstein makes this 
assertion immediately following a discussion of the heroic agency of these individuals. 
His point is that society should be supporting these remarkable people, but in making 
this statement, he is also acknowledging that social entrepreneurs’ agency is not suffcient 
if the world is serious about scaling social good. We need to create support ecosystems for 
social entrepreneurs. 

However, what should such ecosystems look like? Are the needs of social entrepreneurs 
distinct enough that they require their own ecosystem, or can the same ecosystems that 
support business entrepreneurs support them? These are not simple questions to answer, 
nor should they be treated as such. As was noted in Chapter 2, there are unique aspects 
to social entrepreneurship including its mission focus, high level of accountability to a 
broad group of stakeholders, and requirement that it mediate at the crossroads of the 
business and social sectors. Yet, successful social entrepreneurs must also possess business 
skills. These waters are being further muddied by the rise of for-proft social enterprises, 
discussed in Chapter 6. 

Perhaps answering these questions is not clear-cut and requires hybrid thinking. It could 
be that success lies in using business entrepreneurship ecosystem approaches, modifed 
to refect the unique needs of social entrepreneurs. This immediately raises the question, 
“What are the needs of social entrepreneurs?” 

Lichtenstein and Lyons ( 1996 ) attempt to answer this question by developing an 
assessment tool for diagnosing the needs of business entrepreneurs (see Figure 12.1). 
They argue that entrepreneurs’ needs can be defned by the intersection of two vari-
ables: the resources required for success and obstacles to getting and/or using those 
resources. They place these required resources into four broad categories: (1) business 
concept—a viable idea around which a proftable business can be built; (2) physical 
resources—physical, human, and fnancial forms of capital; (3) core competencies/ 
skills—the broad range of skills necessary to successfully operate a business (think: the 
skills one learns in business school); and (4) market—all aspects of a market including 
customers, customer relationship, distribution channels, and so forth. 

Lichtenstein and Lyons ( 1996 ) identify nine categories of obstacles that can either 
obstruct an entrepreneur’s ability to acquire these resources or impede her/his use of 
them once they are acquired. These include: (1) a lack of availability—the resource does 
not exist in the entrepreneur’s context; (2) a lack of visibility—the resource exists, but 



  
 

      

O
bs

ta
cl

es
 

R
eq

ui
re

d
 

re
so

ur
ce

 

1 
A

va
ila

bi
lit

y 
2 

Vi
si

bi
lit

y 
3 

A
ffo

rd
ab

ili
ty

 
4 

Tr
an

sa
ct

io
n 

Ba
rr

ie
rs

 

5 Se
lf-

aw
ar

en
es

s 

6 
A

cc
ou

nt
ab

ili
ty

 
7 

Em
ot

io
ns

 
8 

C
ap

ab
ili

ty
 

9 
C

re
at

iv
ity

 

1
. 

B
us

in
es

s 
co

nc
ep

t:
 

Id
ea

 fo
r p

ro
du

ct
 o

r 
se

rv
ic

e 

2
. 

Ph
ys

ic
a
l r

es
ou

rc
es

: 
Su

pp
lie

s/
ra

w
 

m
at

er
ia

ls,
 s

pa
ce

, 
eq

ui
pm

en
t/

pl
an

t, 
m

on
ey

/c
ap

ita
l 

3
. 

Co
re

  
co

m
p
et

en
ci

es
/ 

sk
ill

s:
 M

an
ag

er
ia

l, 
te

ch
ni

ca
l/

op
er

at
io

na
l, 

fn
an

ci
al

, l
eg

al
, 

ad
m

in
is

tra
tiv

e 

4
. 

M
a
rk

et
: P

ro
du

ct
 o

r 
se

rv
ic

e,
 c

us
to

m
er

s,
 

di
str

ib
ut

io
n 

ch
an

ne
ls,

 
Tr

an
sp

or
ta

tio
n 

 
Fi

g
u

r
e 

1
2

.1
 

En
tre

pr
en

eu
ria

l-n
ee

ds
 D

ia
gn

os
tic

 M
at

rix
 

So
ur

ce
: A

da
pt

ed
 fr

om
 L

ic
ht

en
ste

in
 &

 L
yo

ns
, 1

99
6.

 C
op

yr
ig

ht
 ©

 IC
M

A
 2

01
0.

 U
se

d 
by

 p
er

m
is

si
on

. 



 
  

 
 

 
 

  
  

 
 

 

 
 

 

 
 

   
 

 
 

 

  
 

      

  

 
 

 

 

The Social  Entrepreneurship Support  Ecosystem 277 

the entrepreneur doesn’t know of its existence; (3) a lack of affordability—the resource is 
unaffordable to the entrepreneur; (4) transaction barriers—these are nonfnancial obsta-
cles such as government licenses, and regulations, cultural differences, gender issues, and 
the like; (5) a lack of self-awareness—the entrepreneur doesn’t know what he/she doesn’t 
know; (6) lack of accountability—either not being willing to take a high level of respon-
sibility or not knowing how to do so; (7) emotional obstacles—false pride, self-doubt, 
and many more; (8) a lack of capability—not being able to effectively use and manage 
a resource once it is acquired; and (9) a lack of creativity—the inability to identify new 
ideas/opportunities or develop solutions to challenges. 

When these two variables are brought together, as they are in Figure 12.1, they permit 
the entrepreneur, or a support provider, to assess specifc obstacles to specifc resource 
requirements. This enables a more precise intervention(s) for addressing the need. 

Arguably, this tool could be readily applied to assessing the needs of social entrepre-
neurs as well. The business concept is the solution to the social problem the social entre-
preneur is addressing through her/his mission. Physical resources are very similar. The 
differences are not so much in the required resources themselves, but in the interven-
tions. There may be a few specialized core competencies/skills that are required of social 
entrepreneurs, such as grant-writing skills, nonproft budgeting skills, and the like. Market 
resources are also similar. Customers may be called “clients” or “benefciaries,” but social 
entrepreneurs still need people to serve, information on those people, mechanisms for 
maintaining relationships with them, and channels through which they can deliver their 
products/services to this market. Lichtenstein and Lyons’ ( 1996 ) obstacles appear to be 
universal to all entrepreneurs. 

Once a tool like this one is used to identify the needs of the community’s entrepre-
neurs, existing support assets can be allocated effciently and effectively. Gaps in assistance 
can also be readily identifed. Support assets can be “mapped” by the obstacles to getting 
and using required resources that they best address. This, in turn, permits the community 
to think systemically about its support ecosystem. 

POTeNTiAL ASSeTS iN A SuPPOrT eCOSYSTeM 

Business entrepreneurship support ecosystems typically include nonproft, private, and 
public entrepreneurship support organizations (ESOs). Among these are accounting 
frms, angel capital investors, banks, business coaching practices, business consultancies, 
business incubators, business plan/pitch competitions, co-working facilities, entrepreneur 
networks, law offces, mentoring programs, micro-lenders, microenterprise developers, 
one-stop business centers, and venture capital investors, among others. In general, these 
ESOs provide technical (business development) assistance and/or fnancial (debt and 
equity capital) assistance. 

While such support ecosystems for social entrepreneurship are still evolving and not 
yet as complete as those for commercial entrepreneurship, they do exist, particularly in 
more urban communities. In some cases, social entrepreneurs can avail themselves of the 
assistance provided by ESOs that traditionally help business entrepreneurs. For example, 
the Baruch College Small Business Development Center (SBDC) in New York City offers 
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free business counseling to social entrepreneurs and evening seminars tailored to their 
needs. In other instances, new programs and organizations have been created specifcally 
in support of social entrepreneurship. 

Sometimes, these support activities are broad-based and provided by municipal govern-
ment. In a study of US cities with populations over 50,000, Korosec and Berman ( 2006 ) 
found that almost 75 percent of these communities provided help to social entrepreneurs 
by heightening public awareness of the social problems they were trying to solve, assisting 
them with the implementation of their programs, offering aid in locating resources, and 
connecting them with other organizations that could help in the pursuit of their mission. 
However, most support for social entrepreneurs is much more narrowly focused. 

SOCiAL eNTrePreNeurSHiP 
iNCuBATOrS/ACCeLerATOrS 

One of the most popular forms of support for social entrepreneurs is the incubator for 
start-up social enterprises. This concept comes from the local economic development 
world, where it is used as a tactic in a strategy to foster community economic develop-
ment through nurturing the creation and growth of small for-proft businesses. As the 
term “incubator” implies, these facilities support fedgling businesses until they are strong 
enough to operate on their own. Typically, this is a period of about three years ( Koven & 
Lyons, 2010 ). 

True business incubators tend to offer a range of services to their client entrepreneurs. 
These have been called “full-service incubators.” Their package of services commonly 
includes: (1) space for business operations that can be expanded or reduced based on 
need, making it appropriately affordable; (2) business services (reception, access to the 
Internet, photocopying, etc.) that can be shared by all of the businesses in the incuba-
tor, thereby reducing costs; (3) business development services that can include access to 
information, counseling, training, and coaching; (4) assistance in fnding fnancing; and 
(5) the opportunity to network among entrepreneurs operating within the incubator facil-
ity ( Koven & Lyons, 2010 ). At some incubators, the networking opportunity has evolved 
into the provision of “co-working space,” which allows entrepreneurs to gather to share 
ideas, experiences, information, and mutual support. More is said about co-working later 
in this chapter. 

Another variation on the business incubator model is the business accelerator. In the 
commercial entrepreneurship environment, an accelerator is an incubator that attempts 
to speed up a start-up’s development process by intensively infusing resources, such as 
venture capital. The time of incubation is greatly reduced. This tactic is used mostly with 
high technology businesses that require substantial early investment to support research 
and development. It also tends to be more successful when the entrepreneurs involved are 
highly experienced and the company has great potential for rapid scaling. 

These basic incubation and acceleration models have been applied to fostering social 
ventures as well (see Table 12.1). An example is the Propeller Incubator in New Orle-
ans. Propeller provides nonproft and for-proft social entrepreneurs and foundations with 
shared workspace and meeting facilities, which it rents ( Propeller, 2014 ). Panzanzee in 
Chicago is a social enterprise incubator that provides workspace, help with developing 
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business concepts and strategies, funding, and business model development. It also spon-
sors peer group meetings and other networking events. It regularly hosts an event called 
“Raise the Barn,” at which a selected entrepreneur is asked to pose a challenge and invited 

Table 12.1 
Selected Social entrepreneurship Accelerator and incubator 
Programs World-wide 

Program Location 

Agora Accelerator Managua, Nicaragua 
Artemesia São Paulo, Brazil 
Benetech Labs Palo Alto, CA, USA 
Bethnal Green Ventures London, UK 
Beyond Business London, UK 
Blue Ridge Foundation New York, NY, USA 
Canadian Cleantech Accelerator San Jose, CA, USA 
Catalyzer Startup Accelerator Hyderabad, India 
Centre for Innovation, Incubation and Entrepreneurship Ahmedabad, India 
Centre for Social Innovation Toronto, Canada, and New York, NY
Change Accelerator Newport and Providence, RI, USA 
Dasra Social-Impact Mumbai, India 
Emerge VentureLab London, UK 
Fledge, the “conscious company” Accelerator London, UK 
Fast Forward San Francisco, CA 
GoodCompany Ventures Philadelphia, PA, USA 
Greenstart Accelerator San Francisco, CA, USA 
GSBI Accelerator Santa Clara, CA, USA 
Hub Ventures San Francisco, CA, USA 
Hult Prize Boston, MA, USA 
Imagine H2O Prize Competition and Accelerator San Francisco, CA, USA 
Impact Engine Chicago, IL, USA 
Impact Hub Vienna, Austria 
Kick, “our” Incubator Multiple locations 
MaRS Investment Accelerator Fund Ontario, Canada 
Mass Challenge Accelerator Boston, MA 
Matter Media Entrepreneurship Accelerator San Francisco, CA, USA 
NYC Acre New York, NY, USA 
Ogunte Make a Wave Pre-Incubator Program London, UK 
Panzanzee Chicago, IL, USA 
Pipa Rio de Janeiro, Brazil 
Praxis Accelerator Program Chicago, IL, USA 
Propeller New Orleans, LA, USA 
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Program Location 

Rock Health San Francisco, CA, USA 
Rural Technology Business Incubator Chennai, India 
Social Entrepreneurs of New Orleans (SENO) New Orleans, LA, USA 
Social Impact Lab Berlin, Germany 
Social Innovation Camp Multiple locations 
StartX Accelerator Palo Alto, CA, USA 
The Unreasonable Institute Boulder, CO, USA 
Tummi Urban Ventures Accelerator San Francisco, CA, USA 
Unltd India Mumbai, India 
Venture Greenhouse San Rafael, CA, USA 
Village Capital Atlanta, GA, USA 
Villgro Chennai, India 
Young Foundation Accelerator London, UK 

Sources: www.innov8social.com/2011/10/start-up-accelerator-and-incubator.html and http://quora.com/ 
Are-there-any-social-entrepreneurship-incubators-or-accelerator-programs; and Burke (2019). 

entrepreneurs, business people and investors try to brainstorm a solution that blends eco-
nomic value and social mission ( Panzanzee, 2014 ). 

The nonproft reSET, the Social Enterprise Trust, is located in Hartford, Connecticut, 
and is dedicated to promoting and supporting social enterprise. It does so using several 
approaches including offering co-working space, operating a social enterprise accelerator, 
hosting an entrepreneur-in-residence, holding an annual pitch competition, and housing a 
design lab ( Social Enterprise Trust, 2014 ). 

The Social Enterprise Accelerator in the reSET program offers a useful example of the 
accelerator model. It aims to help social entrepreneurs develop innovative models to cre-
ate economic and social value, test their business assumptions, and build a strong business 
model. It uses lean start-up principles and methodology (see Chapter 4), focusing on cus-
tomer engagement as the most effective way to build a business. The Accelerator consists 
of a f fteen-week program that offers the following ( Social Enterprise Trust, 2014 ): 

1 four months of co-working membership; 
2 participation in reSET’s network; 
3 collaborators to help with meeting f nancial and social impact goals; 
4 access to professional staff and advisers at reSET; and 
5 opportunity to learn from outside speakers, including successful entrepreneurs, in 

peer-group sessions. 

In an effort to qualify applicants for admission to the Accelerator, reSET emphasizes a 
high level of commitment to their social business and pursuing its mission, a strong busi-
ness concept, and commitment to full participation in the accelerator program. It charges 
participants a $1,025 program fee and makes scholarships available ( Social Enterprise 
Trust, 2014 ). 

http://quora.com
http://www.innov8social.com
http://quora.com
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Case Study 12.1 

Centre for Social innovation, New York City 

An example of the business incubation concept as applied to social entrepreneurship is the Centre 
for Social Innovation (CSI) located on the west side of Manhattan Borough in New York City, in 
the Chelsea neighborhood.2 It is a branch of the original Centre for Social Innovation founded in 
Toronto, Ontario, Canada in 2004. In fact, CSI, New York City is the third branch of the original 
and the first located outside of Toronto. 

CSI, New York City opened in May 2013, in a 24,000 square feet space in the historic 
Starrett-Lehigh Building. It follows the classic business incubation model of fostering resource and 
risk pooling for small, start-up enterprises by providing affordable space, shared basic business 
services, access to technical/business development assistance, help with obtaining financial 
resources, and an environment that fosters networking (Koven & Lyons, 2010). As such, CSI facil-
itates collaboration among mission-driven enterprises and their leaders (entrepreneurs) in order to 
lower their overhead costs and enhance their ability to launch successfully. 

Affordable Space 

The CSI facility is divided into open-concept desk space and enclosed offices for client social 
entrepreneurs. Space is variably priced by its type. A place at a shared desk (called a “hot desk”) 
ranges from $125 per month to $400 per month. Hot desk space varies by the hours per month 
the space may be used and the hours of meeting room time permitted. For example, a Hot Desk 
25 package gives the social entrepreneur 25 hours per month during which to utilize the desk 
space and two hours of meeting room access; whereas, a Hot Desk Unlimited package lets the 
entrepreneur use the shared desk as often as he or she likes during the month and gives them five 
hours of meeting room access. A private desk (open space, not shared) is the social entrepreneur’s 
to use for the entire month, along with seven hours of meeting room access, for $450/month. CSI 
offers an open space concept option for teams as well. The “Team Cluster” package is a dedicated 
table for up to six team members and seven hours of meeting room access. This type of space 
starts at $1,115 per month. A private office package starts at $1,400 per month. It is enclosed 
and dedicated space and includes eight hours of meeting room access (nyc.socialinnovation.org/ 
join-us, 2019). 

These rates are reasonable when compared to office space on the wider New York City market; 
however, for those social entrepreneurs for whom these prices may pose a challenge, CSI permits 
substituting volunteer time at the Centre for rent. CSI also puts on a competition, called “Agents 
of Change,” that provides free use of space for 20 winners (Cunniffe, 2013). Similar to many 
other business incubators, CSI has an option for those social innovators who either do not need 
space or who do not want it. These clients are called “members” and receive discounted meeting 
room space, access to CSI’s online network, and invitations to special events held at the Centre. 
Membership costs $30 per month. In business incubation parlance these members are known as 
“affiliates”—client entrepreneurs who work outside the facility but can enjoy the other benefits 
provided by the incubator. All of these packages afford the client social entrepreneur 24/7 access 
to the facility (nyc.socialinnovation.org/join-us, 2019). 

Shared Business Services 

Shared business services are basic amenities that support business activity. Because they are 
shared among CSI’s many clients, they can be provided at a lower cost than the same services 

http://www.nyc.socialinnovation.org
http://www.nyc.socialinnovation.org
http://www.nyc.socialinnovation.org
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purchased by an individual enterprise on the open market. This is an example of the chief advan-
tage of resource pooling. 

CSI offers access to copiers and printers, audio-visual equipment, and the Internet. In addition, 
clients may use the facility’s kitchen and other common areas. All of these shared services are built 
into the space rental packages. Clients can also rent additional meeting room access at member 
rates (nyc.socialinnovation.org). 

While rental/shared business service fees do not cover all of CSI’s costs, they are an important 
source of earned income. This helps to supplement CSI’s budget and allows it to sustain itself. 

Technical/Business Development Assistance 

This type of assistance focuses on helping the client social entrepreneurs to get the knowledge and 
develop the skills necessary to start, grow and sustain their social ventures. At CSI, the respon-
sibility for coordinating this activity belongs to the “Community Animator.” This individual deter-
mines the needs of clients and makes the necessary connections to help both inside and outside 
the Centre (Stiles, 2013). This help may come from mentors in the community or from the 20–30 
workshops put on by the Centre each month. The workshops cover such topics as social impact 
measurement, labor laws affecting social entrepreneurs, and collaborative governance, among 
others (Stiles, 2013). A review of workshop events listed on the CSI website in 2014 and 2015 
yielded the following subjects: 

1. Be Social Change Class: The Power of Purpose & Your Personal Mission 
2. Return on Change Workshop Series: Session 2: Developing a Business Plan 
3. Six Degrees of Social Innovation 
4. Return on Change Workshop Series 3: Business Budgeting 
5. Return on Change Workshop Series 4: How to Raise Capital 
6. Return on Change Workshop Series 5: Learning the Terms Sheet 
7. Return on Change Workshop Series 6: How to Put Together Financial Models 
8. Return on Change Workshop Series 7: How to Pitch Investors 
9. Building Partnerships with Impact 

10. Use Narrative to Communicate, Inspire & Activate Your Community 
11. Success DNA 

All workshops are made available to the public. 

Help with Obtaining Financial Resources 

At CSI, this service is provided through the efforts of the Community Animator, who makes the neces-
sary connections in the community. Also, some of the workshops address financing, as noted above. 

Fostering Networking 

At the heart of everything that CSI does is the spirit of networking: networking among member 
social entrepreneurs and networking between those entrepreneurs and partners in the community 
that can assist them in pursuing their missions. The Community Animator personifies this spirit, and 
the facility, itself, is designed to foster interaction. 

The Director of Design, Matthew Cohen, has created a space that encourages people to engage 
with one another. The walls are glass, and many of them roll up (garage door style), in order to 

http://www.nyc.socialinnovation.org
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perpetuate the feeling of openness and facilitate the ability of the whole space to accommodate 
a large gathering of up to 200 people. The private desks and “hot desks” are all situated in the 
middle of the space in an open concept. At the heart of the facility is the kitchen, which serves as a 
gathering place. A diagonal walkway bisects the space, connecting everything in much the same 
way that Manhattan’s famed avenue, Broadway, does (Bromberg, 2014). A casual observer is 
immediately struck by the buzz of conversation in this hive of activity. 

The Women’s Lab 

In the first expansion since its opening, CSI has created space and launched an initiative to directly 
assist women social innovators, called the Women’s Lab. The Lab has its own six-step process–– 
application, onboarding, programming, animation, storytelling, and alumni––which draws upon 
lessons learned from experience. The entry process involves a formal written application, a face-to-
face interview, and a vote of acceptance by the CSI team. Onboarding involves orientation, plan-
ning, and socialization. Programming includes mentoring, networking and access to appropriate 
expertise. Animation draws upon the CSI model of collaboration and the creation of a supportive 
learning environment. Storytelling is the process of sharing and celebrating successes. CSI also 
keeps current and past members of the Women’s Lab connected by staying close to its alumnae 
(nyc.socialinnovation.org/the-womens-lab-0). 

Membership 

CSI calls its clients “members.” All prospective members must complete an application form 
designed to ascertain whether or not they are pursuing a social mission and that they are a good 
fit with CSI’s mission. Members range from individuals to organizations and from start-ups to more 
established entities. There are even impact investors who participate. Altogether, CSI hosts approx-
imately 150 member organizations, including both those with nonprofit and those with for-profit 
legal structures (Duran, 2014). 

Social venture philanthropists Ashoka, Blackstone Charitable Foundation, Echoing Green, and 
the Rockefeller Foundation are among CSI’s “big name” partners and supporters (Duran, 2014; 
nyc.socialinnovation.org/partners, 2019). According to American Entrepreneurship Today NY 
(nyc.socialinnovation.org/community, 2019), current members include: 

1 Cool Culture—a nonprofit that arranges access to New York City’s cultural institutions for 
low-income families; 

2 The Opportunity Lab—this organization helps double bottom line businesses with growth 
strategies; 

3 Return on Change––an equity crowdfunding platform that focuses on the CleanTech, EdTech, 
Life Sciences, and Social Enterprise industries; 

4 SOUL Foundation––a nonprofit that fosters partnerships for addressing education, food secu-
rity, and women’s health and empowerment in Uganda. 

Even CSI’s internal physical space reflects its social mission. As designer Matthew Cohen puts 
it, “Social innovation can’t be divorced from responsible building practices” (Bromberg, 2014). 
Most of the items in the facility—doors, desks, kitchen cabinets, etc.—are repurposed. New wood 
surfaces have been made by a nonprofit enterprise called Brooklyn Woods, which employs the 
underemployed and “unemployable.” Accent pieces throughout the incubator, such as sculpture 

http://www.nyc.socialinnovation.org
http://www.nyc.socialinnovation.org
http://www.nyc.socialinnovation.org
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and vintage globes, were purchased from Furnish Green, which supports the Nature Conservancy 
with 50 percent of its profits (Furnish Green, 2014). 

The CSI is a good example of a full service business incubator in the social sector: a viable 
social entrepreneurship support organization. In some respects, it functions as a traditional incu-
bator, but in many others, it is just as innovative as its client social enterprises, as a good ESO 
should be. 

THOugHT QueSTiONS 

1 How does CSI’s ability to “incubate” social enterprises go beyond the walls of the 
facility itself? 

 2 Can you think of other types of partnership that CSI might pursue in its endeavors to 
support social entrepreneurs in New York City? 

 3 How does CSI address the needs of its client entrepreneurs using the diagnostic frame-
work developed by Lichtenstein and Lyons and presented earlier in this chapter? 

 4 CSI places considerable emphasis on the value of the design of its facility. How import-
ant is a social innovation incubator’s design to its effectiveness? Why? 

CO-WOrKiNg SPACeS 

Incubators and co-working spaces share much in common, and, in fact, many incubators 
also offer co-working spaces, as is the case with the examples provided above. However, 
there are a large number of freestanding co-working spaces as well. The concept behind 
co-working is very simple: entrepreneurs beneft from face-to-face interaction with other 
entrepreneurs. They can learn from each other, share information, explore ideas, derive 
emotional support, and get feedback, among other advantages. Above all else, co-working 
is about human collaboration. 

Some co-working spaces are quite modest. In the Field Center for Entrepreneurship at 
Baruch College, co-working is a weekly session held on Friday afternoons in the Center’s 
training room. It involves student start-up entrepreneurs, entrepreneurship faculty, and 
occasionally investors and entrepreneurs from the larger community. It focuses on pro-
viding feedback to the student entrepreneurs relative to their business models or specifc 
problems they are facing. Commercial entrepreneurs and social entrepreneurs both par-
ticipate in these sessions. 

Some co-working spaces are more sophisticated. Washington, DC’s Affnity Lab is 
an example of one of the earliest co-working spaces to serve social entrepreneurs. It 
was founded in 2001 in the District’s U Street neighborhood. Like Baruch College’s 
space, it serves both commercial (typically in the technology and creative industries) 
and social entrepreneurs together. Unlike the College’s co-working model, Affnity Lab 
can accommodate up to sixty-fve businesses in 5,000 square feet of space. Some of this 
space is dedicated to desks reserved for members. Some of it is for desks that are made 
available on a frst-come, frst-served basis. There are also couches and meeting rooms all 
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arranged in a very open foor plan. The idea is to facilitate organic collaboration in an 
unstructured way ( Rominiecki, 2012 ). 

Other examples of co-working in the social enterprise space are SocEnt Baltimore, 
Forge Portland, and mission*social. SocEnt Baltimore occupies two foors in a rowhouse. 
On the frst foor there is a shared kitchen, an outdoor patio and a conference room. The 
second foor currently includes desks in approximately 1,200 square feet of foor space, 
which is expected to grow as more space on that foor is acquired. The co-working facility 
sells memberships at $225 per month. SocEnt had eight member social entrepreneurs and 
was generating revenue just above breakeven, making it sustainable ( Zaleski, 2014 ). 

Forge Portland is a fairly new co-working facility in Portland, Oregon, that caters 
to nonprofts, social enterprises, and freelancers. According to its founder, Robert Bart, 
Forge Portland aims to provide its members with workspace, community, and access 
to free resources ( Impact Entrepreneurs, 2014 ). The co-working space occupies 6,000 
square feet in the downtown, and it also serves as a meeting and event area in the eve-
nings. The free services offered by Forge Portland include mentoring, intern placement, 
business development, referral to legal services, and the use of accounting and web tem-
plates. Members can rent the work desks provided for $50 per month for access once 
per week, $225 per month for full-time access, and $325 per month for private access. 
Forge Portland hopes to create its own internal support ecosystem by both encouraging 
collaboration among its members and supporting those who support social entrepre-
neurs. In this way, members have ready access to reliable sources of assistance ( Impact 
Entrepreneurs, 2014 ). 

In San Francisco, mission*social is a co-working space that makes it very clear that it 
serves  only entrepreneurs with a passion for making a difference in the world. The space 
is located on the top foor of its building and has an open foor plan. It permits clients 
to rent furnished desks for open space which they can furnish as they see ft. The space 
also includes conference rooms with Skype capability, a shared kitchen, a pool table, 
Wi-Fi and wired Internet access, and private booths for telephone and Internet calls 
(mission*social, 2014). 

SOCiAL eNTrePreNeur NeTWOrKS 

Sometimes social entrepreneurs do not need dedicated space in which to collaborate. 
They can build their own virtual communities, using in-person meetings at varying loca-
tions and on the Internet. There are numerous advantages to the social entrepreneur in 
joining such networks. Like co-working spaces, they bring like-minded people together 
to support one another by fostering longer-term personal and professional relationships, 
providing a forum for the joint creation and/or sharing of ideas, facilitating the sharing of 
resources, and giving a greater voice to social entrepreneurship actions. 

There are many of these networks worldwide. In the UK, alone, the following social 
entrepreneur networks fourish, among others ( Impact Hub, 2014): 

1 The Guardian Social Enterprise Network—www.facebook.com/guardiansocent 
2 The Social Entrepreneurship Meetup Group—http://social-entrepreneurs.meetup. 

comSocial Innovation Exchange (SIX)—www.socialinnovationexchange.org/home 

http://www.facebook.com
http://social-entrepreneurs.meetup.com
http://social-entrepreneurs.meetup.com
http://www.socialinnovationexchange.org
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3 The Global Social Entrepreneurship Network—http://gsen.global 
4 The Social Entrepreneur Empowerment Network—www.facebook.com/SEEnetwork 
5 PwC Social Entrepreneurs Club––www.pwc.co.uk/who-we-are/social-enterprise/social-

entrepreneurs-club.html 

In the United States, the Social Venture Network (SVN) has been in existence since 1987 
and has incubated such well-known organizations as SVN Europe, the American Sustain-
able Business Council, Net Impact, Business for Social Responsibility, and the Alliance for 
Local Living Economics. SVN includes in its theory of change its contribution to the social 
entrepreneurship ecosystem ( Social Venture Network, 2014 ). 

Some social entrepreneur networks can be found within universities. An example is 
University of Pretoria Gordon Institute of Business Science’s Network for Social Entre-
preneurs (NSE). NSE is broadly inclusive and aims to help its members to both think cre-
atively and innovatively and to develop the skills they need to be successful entrepreneurs. 
They do this by staging informational forums, inspirational events, breakfasts, and debates 
as well as drawing upon the physical infrastructure and the faculty of the business school 
( Gordon Institute of Business Sciences, 2014 ). 

SOCiAL VeNTure PHiLANTHrOPY 

Among the important players in the social entrepreneurship support ecosystem are 
social venture philanthropies (SVPs). These organizations use a venture capital model in 
making investments in social entrepreneurs and their ventures. Like venture capitalists, 
SVPs not only provide fnancial capital to their investees, but they also offer technical 
assistance, mentoring, access to their networks, and expertise on boards of directors. In 
doing so, they address the limitations of more traditional philanthropy that is short-term, 
categorical, and transactional ( Wei-Skillern et al., 2007 ). These limitations place a hard-
ship on social entrepreneurs because they require these entrepreneurs to continually 
reapply for fnancing, to pursue multiple sources of funding to support their mission and 
to accomplish societal transformations through arm’s-length transactions. The holistic 
approach of SVP makes it possible for social entrepreneurs to focus on the work of 
pursuing their mission and gives them the long-term support they need to achieve deep, 
lasting change. 

Like commercial venture capitalists, SVPs put applicants for their investment 
through a stringent due diligence process. They are looking for strong leadership by the 
social entrepreneur and/or her or his management team. The strength of the concept 
and its potential for solving a social problem are important as well. SVPs want to feel 
confdent that the prospective investee’s opportunity is scalable, maximizing its ability 
to reach target benefciaries with its mission. Of course, social return on investment 
(SROI) is the only return on investment (ROI) most SVPs are interested in. The due dil-
igence process typically involves submission of a business model or plan and subsequent 
interviews and pitches to the SVP. The percentage of social ventures that receive SVP 
support relative to those that apply is very small. It is similar to the percentage of entre-
preneurial ventures that receive commercial venture capital: 2–4 percent ( Timmons & 
Spinelli, 2007 , p. 418). 

http://gsen.global
https://www.facebook.com
http://www.pwc.co.uk
http://www.pwc.co.uk
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Some SVPs are global in their reach. Ashoka, Acumen Fund, and Echoing Green are 
among the best known of this group. Others, like the Austin Social Venture Partners in 
Texas, are local or regional in scope. Most SVPs invest in nonproft social ventures exclu-
sively; however, a few—Acumen Fund and New Schools Venture Fund among them—also 
invest in for-prof ts. 

BeiNg SYSTeMiC ABOuT SuPPOrTiNg 
SOCiAL eNTrePreNeurS 

As noted earlier in this chapter, some thought has been given to how providing support 
to social entrepreneurs might be treated more systemically; however, social entrepre-
neurship support ecosystems still tend to be just as fragmented and categorical as com-
mercial entrepreneurship support ecosystems ( Lichtenstein et al., 2004 ). Most assume 
that the social entrepreneur will be able to recognize the opportunities afforded by 
the ESOs and navigate the “non-system” on their own. The reality is that the system is 
opaque to most social entrepreneurs, and they may or may not learn about individual 
ESOs through word of mouth or by serendipity. In short, most support ecosystems lack 
a holistic strategy. 

Lyons and Lichtenstein ( 2010 ) offer a remedy for this. They argue that communities 
should treat their social entrepreneurs and their enterprises as a “portfolio” of social busi-
ness assets and manage that portfolio appropriately ( Lyons & Lichtenstein, 2010 , p. 258). 
For this purpose they recommend thinking of the goings-on of these social entrepreneurs 
and enterprises as a pipeline of social entrepreneurship activity—a pipeline, like all pipe-
lines, with manageable volume and fow. 

In Lyons and Lichtenstein’s pipeline, the number of social entrepreneurs and their 
enterprises operating in the community expresses volume. Flow is manifested by the 
advancement of individual social entrepreneurs, or an entrepreneurial team, up a lad-
der of skill development. As the entrepreneur’s skills increase, he or she is better able to 
restructure their enterprise to move it through the stages in its life cycle. So, fow is consti-
tuted of progress in social entrepreneurship skill development and smooth advancement 
through the business life cycle stages. Volume is a measure of the quantity of social entre-
preneurship activity, and fow is the measure of its quality. Considered in another way, 
fow is about the development (improvement) of the community’s social entrepreneurs 
and enterprises, while volume is about more of that higher quality social entrepreneurship 
activity ( Lyons & Lichtenstein, 2010 ). 

Using skill level and stage in the life cycle as coordinates, all of the social enterprises 
in the community can be “mapped” (see Figure 12.2). This precise segmentation of social 
entrepreneurs and enterprises permits strategic intervention by the community to boost 
volume and maintain fow, recognizing the limited resources available to do so. In part, 
strategic intervention includes making appropriate matches between social enterprises 
and ESOs through tactical referrals ( Lyons & Lichtenstein, 2010 ). 3 In this way, the eco-
system is rationalized. It becomes more transparent to social entrepreneurs, ESOs, and 
community-wide policymakers, and it offers a systemic, systematic, and strategic solution 
to the challenge issued by Bornstein, above, to “build a framework of social and economic 
supports” for social entrepreneurs. 
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Figure 12.2 Mapping Social Entrepreneurs and Enterprises in Community X 

Source: from Lyons & Lichtenstein ( 2010 ). Reprinted with permission. 

Case Study 12.2 

Singapore’s Social entrepreneurship ecosystem 

Singapore is an island city-state, with a population of approximately 6 million, located between 
Malaysia and Indonesia. It is the financial and technology hub of Southeast Asia, with a GDP 
that rivals that of Western European countries. It has an export-based economy. Among its major 
exports are pharmaceuticals, electronics, chemicals, and medical/optical devices (Central Intel-
ligence Agency, 2019). The country’s education level is high––one in four residents has earned 
a university degree. There is, however, a high degree of income inequality, as wage earners 
in the top 10 percent make ten times more than those in the bottom 10 percent (Watanabe & 
Tanaka, 2016). 

Singapore is a very entrepreneurial place, consistently ranked as one of the most entrepreneur-
ial cities in Asia. As of early 2019, there were about 470,000 companies doing business there 
(Lam & Han, 2019, p. 13). The World Bank has ranked Singapore second in the world for its 
business-friendly environment, particularly with regard to the ease of starting a business (Wata-
nabe & Tanaka, 2016; Lam & Han, 2019). 

Despite the fact that the Singaporean government has not given social enterprises a legal 
status, such entities date back to 1925, with the creation of the country’s first cooperative. Self-
identified social enterprises now take many forms, with the most common being nonprofits, which 
account for 33 percent (Watanabe & Tanaka, 2016, p. 6). More recently, Singapore has placed 
an intentional focus on social responsibility in its business community and its society as a whole. 
This involves a campaign of awareness building and an effort to support social entrepreneurship. 
To accomplish this, Singapore looked to what some have called the “triple helix” (Etzkowitz & 
Leydesdorff, 1998; Triple Helix Research Group, 2019) of government, business, and higher edu-
cation to provide regulatory, financial, educational, and business development support. 

The Singapore government has been very proactive in fostering the social entrepreneur-
ship ecosystem through creating and tracking social awareness, working through intermediary 
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organizations to coordinate private-public partnerships, and promoting business social responsi-
bility more broadly. In 2012, former President Yam initiated the President’s Challenge Enterprise 
Award, which was created to encourage youth and others to launch social ventures. This program 
awards prize money and business support to outstanding social enterprises. The latter support 
comes from major companies such as Bain and Company, Credit Suisse, and Keppel Group 
as well as organizations that include the Law Society of Singapore’s Pro Bono Services Office 
(Watanabe & Tanaka, 2016). 

In 2018, the National Day (Singapore’s independence celebration) holiday parade featured 
the social entrepreneur behind the enterprise Geylang Adventures, Yinzhou Cai. His picture was 
widely distributed, with the slogan “I am a Social Entrepreneur. We are Singapore.” A Public 
Perception of Social Enterprises Survey was conducted by the Asia Centre for Social Entrepreneur-
ship and Philanthropy in 2016, which found that 65 percent of respondents claimed awareness of 
social entrepreneurship, a five-fold increase since 2010 (Lam & Han, 2019, p. 13). 

The government also created the National Youth Fund in 2013, under the auspices of the 
National Youth Council. The Fund provides $74 million of support for youth-led innovation in solv-
ing pressing social problems. It works with schools and other youth-related organizations in order 
to accomplish its mission (Watanabe & Tanaka, 2016). 

The Ministry of Social and Family Development created the quasi-governmental organization 
the Singapore Centre for Social Enterprise (raiSE) in 2015. It has over 400 members that are social 
enterprises. It sponsors the FestivalForGood, which is the country’s largest social entrepreneurship 
festival and had 8,000 attendees in 2018 (Lam & Han, 2019, p. 13). It also provides advice, 
financing assistance, and office space to fledgling social enterprises (Watanabe & Tanaka, 2016). 
Nonprofits, such as the Central Singapore Community Development Council and the North East 
Community Development Council, provide financing to social enterprises in the form of no-interest 
loans and grants (Watanabe & Tanaka, 2016). Ashoka began its operations in Singapore in 
2011, offering resources and networks to emerging social entrepreneurs (Lam & Han, 2019). 

The Singapore government is also attempting to promote a socially oriented culture among 
companies that do business there. A significant development, indicating that this strategy may 
be having an effect, took place in 2017 when the Singapore Exchange Limited (SGX), a stock 
exchange founded in 1999 with approximately 800 listings, mandated that all its listed compa-
nies engage in sustainability reporting, which included reporting on their environmental and social 
practices. The hope is that this will encourage more businesses to build social responsibility into 
their business strategies (Lam & Han, 2019; sgx.com, 2019). 

The private sector has also begun to play an active role in the social entrepreneurship ecosys-
tem. The Development Bank of Singapore (DBS), which is the largest private bank in the country, 
offers preferential fees and interest rates to social enterprises (Watanabe & Tanaka, 2016). The 
local investment community is connecting social ventures to their partners and other investors on a 
global scale, allowing them to take advantage of the growing pool of social impact investing dol-
lars. Participating investment networks include Impact Investment Exchange Asia, the Asian Ven-
ture Philanthropy Network, and Transformational Business Network Asia. Over 1,000 for-profit 
businesses are participating in the Company of Good Fellowship Program, which was created by 
the National Volunteer and Philanthropy Centre and the National University of Singapore. These 
businesses are learning how to be sustainable and impactful in their social responsibility activities. 
Finally, there are several incubators and accelerators that focus on supporting social entrepreneur-
ship, including the Base of the Pyramid Hub, Impact Hub Singapore, and Singtel Future Makers 
(Lam & Han, 2019). 

Universities in Singapore––the National University of Singapore and Singapore Management 
University, in particular––act as sources for the pipeline of social entrepreneurship in the city. They 
make students aware of their social responsibility and the tools available to them to solve difficult 
social problems through innovation. They have also designed curricula and tools for facilitating 
the creation of business models for social enterprises (Lam & Han, 2019). In addition, these two 

http://www.sgx.com
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The HUB 
Singapore 

X X X 
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Table 12.2 
Major Singapore Social entrepreneurship ecosystem 
Players and roles 

Source: Adapted from Watanabe & Tanaka (2016). 

universities have collaborated to create the Youth Social Enterprise Entrepreneurship for Startups, 
which provides $2.2 million in seed funds to youth-operated social enterprises (Watanabe & 
Tanaka, 2016, p. 9). 
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It is clear that Singapore has actively created a relatively complete and active ecosystem in sup-
port of its social entrepreneurship activity. Table 12.2 lists the main Singapore social entrepreneur-
ship ecosystem players and their roles. This ecosystem is not without its challenges, however. The cost 
of doing business (rent and wages) is very high, making it difficult for social enterprises to sustain 
themselves. This has forced some of Singapore’s social enterprises to close their doors, while others 
seek to expand their service delivery to other countries. In fact, the country’s ecosystem, through the 
efforts of its universities, is aiding the global reach of Singapore’s social entrepreneurs. If Singapore 
wants to maintain a strong locally focused social enterprise sector, still more investment, particularly 
private investment, will be needed to address this challenge (Watanabe & Tanaka, 2016). 

THOugHT QueSTiONS 

1 What is missing from Singapore’s Social Entrepreneurship Ecosystem? Do you see 
gaps in the assistance provided to social enterprises? 

 2 The Singapore national government has acted as the principal champion and conve-
ner of the ecosystem. What are the advantages and disadvantages of this? 

 3 What are your thoughts about the fact that Singaporean social entrepreneurs are 
taking their enterprises global in order to survive? Is this a positive or a negative 
situation? Why? 

VOiCeS FrOM THe FieLD 

erica Dorn 

Erica Dorn is a “voice above the clamor of big business,” advocating for the Local Living 
Economies movement and leading innovative community building programs. She consults 
and facilitates communities and organizations around the world to shift from a mindset of 
competition to collaboration. 

Erica is the Co-Founder of Etsy’s private foundation, now a 501 (c) 3 nonproft called 
the Good Work Institute. The Good Work Institute’s mission is to cultivate, connect, and 
support a network of changemakers who are fostering resilience and regeneration in the 
Hudson Valley of New York. With a $3m dollar endowment from the IPO of Etsy, she 
helped build the organization from its roots, with a focus on the design and delivery of a 
f rst-of-its-kind bioregional fellowship program for social entrepreneurs. 

In her career in microfnance and small business consulting at Kiva, Accion, and Ber-
noulli Finance, she worked with hundreds of entrepreneurs administering loans, invest-
ments, and business education. Currently, she is a doctoral student in Transition Design 
at Carnegie Mellon University, a fellow at The Royal Society of Arts in London and 
serves on the Board of Directors at the rainforest preservation alliance, Third Millen-
nium Alliance, in Ecuador. 
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The following are a few of her lessons on social entrepreneurship, including her thoughts 
on ecosystems. 

My experience is that business is at its core a social endeavor and I encour-
age all social entrepreneurs to keep the following suggestions in mind when 
designing and developing a social enterprise: (1) appropriately scale your 
enterprise; (2) network your enterprise to be part of a cooperative movement 
and collaborate with other organizations working towards a shared vision; 
(3) understand and think in terms of systems; and (4) embrace uncertainty 
and be creative. 

Question the Limits of growth and Consider Scaling 
Through a Networked Approach 

According to Dorn: 

When businesses focus on proft alone, they can lose integrity and often can 
become extractive to economies, communities, and natural environments.When 
social enterprises put fnancial self-suffciency (the goal to have earned-income 
replace philanthropy as its primary funding source) over impact, they may be 
prone to short-term returns that can be in confict with long-term investments 
needed to advance a mission. Which is why I advocate for appropriately scaled 
enterprises that have relationships with diverse funding sources that aim for a 
balance of short- and long-term impact and returns (ROI). 

To achieve scale in a way that is good for people and the planet, consider a networked 
approach as part of an ecosystem of enterprises made up of public, private, nonprofts, 
cooperatives, and hybrids that work collaboratively toward a shared vision. The concept 
of “deep scale” is an invitation I give to all entrepreneurs; to develop enterprises that are 
deeply connected to place and recognize and distribute value in many forms of capital, 
collaborate with an ecosystem of other local enterprises, that are working together toward 
a shared intention of a thriving, equitable local economy. 

One way we approached this at Good Work Institute was to adopt a framework for 
change called “The Just Transition” that is shared by other similar organizations to reach 
impact through collective action. Good Work Institute is also a worker self-directed non-
proft that designed its internal management structure to mimic the networked, collabo-
rative approach of its programs. The Sustainable Economies Law Center defnes a worker 
self-directed nonproft as, “an organization in which all workers have the power to infuence 
the realms and programs in which they work, the conditions of their workplace, their own 
career paths, and the direction of the organization as a whole.” In my experience, this type 
of participatory and cooperative model inside of an organization promotes healthy growth 
of a social enterprise and gives agency to staff to deploy high impact and high integrity 
programs. 

A “Local Living Economy,” a term coined by Jane Jacobs, honors and recognizes that 
a vital economy is made up of small interactions often facilitated by daily commercial 
relationship-based transactions within a community. FIELD at the Aspen Institute, 
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Kauffman Foundation, and the Association of Enterprise Opportunity report on out-
comes that attest to the economic resilience of small social enterprise ecosystems over the 
extractive nature of a single large enterprise. In 1973, in his book  Small Is Beautiful , the 
economist E.F. Schumacher (1973, p. 22) famously said, “Any intelligent fool can make 
things bigger, more complex, and more violent. It takes a touch of genius—and a lot of 
courage––to move in the opposite direction.” 

understand How Systems Change and 
Stay Open and Adaptive 

Pioneering systems-thinker, Dr. Donella Meadows (2019), in her famous manifesto “Danc-
ing with Systems” wrote: 

Systems can’t be controlled, but they can be designed and redesigned˛.˛.˛.˛We 
can’t impose our will upon a system. We can listen to what the system tells us, 
and discover how its properties and our values can work together to bring forth 
something much better than could ever be produced by our will alone.

 Dorn states: 

This is important information for a social entrepreneur because Meadows 
reminds us to be aware that we are not working in isolation when we are creat-
ing change.We are part of many interconnected systems that are acting together. 

To be most effective we have to understand and get smart about how living systems 
work. Because systems are complex, and increasingly so, we cannot predict everything. 
Instead of forging ahead with specifc goals and aims that we may have envisioned from 
the onset of our enterprise, we need to stay alert, observant, and adaptive, through vari-
ous feedback loops that allow us to see what is happening in the system and to respond 
accordingly. Rather than getting nervous about all of these potential unknowns, we must 
develop a mindset of inquiry that allows us to be responsive and creative to what is emerg-
ing from the various strategies we are designing and developing. 

As a social entrepreneur, it is important to inquire about how change really hap-
pens. In my experience, the social entrepreneurs that I’ve seen have the greatest impact 
while also maintaining a healthy internal organization have scaled slowly or at one point 
slowed down their rate of scale to focus on a more human and collaborative approach. 
To do this they had to understand and develop trust in others, and then learn skills that 
allow them to better collaborate and work together towards collective impact. Another 
leading thinker in systems-change, Margaret Wheatley says: 

Emergence is the process by which all large-scale change happens on this planet. 
Separate, local efforts connect and strengthen their interactions and interde-
pendencies. What emerges as these become stronger is a system of infuence; 
a powerful cultural shift that then greatly infuences behaviors and defnes 
accepted practices. 

(Wheatley & Frieze, 2007) 

https://change.We
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Today we need social entrepreneurs everywhere who recognize the beneft of adapting 
to emergence as a way of understanding how positive systemic change can happen. That 
through appropriately scaled, networked, and adaptive social enterprises, we can create the 
change we know is possible. 

CONCLuSiON 

Social entrepreneurs need not work alone. There is an emerging ecosystem of community 
support that exists to help them. This ecosystem provides fnancial, physical, human, and 
social capital as well as technical assistance aimed at meeting the needs of social entre-
preneurs. It does this through the work of incubators, accelerators, co-working spaces, 
networks, social venture philanthropists, and others. 

In order for a social entrepreneurship support ecosystem to be effcient and effective, it 
needs to be operated as a system, where the different components are networked together 
in a way that makes them transparent to the social entrepreneurs who can beneft from 
them. This can be accomplished in a centralized way, such as through Lyons and Lichten-
stein’s ( 2010 ) portfolio/pipeline model, or in a decentralized fashion, an example of which 
might be the CSI’s efforts to reach out to other social entrepreneurship support organiza-
tions through its Community Animator. 

No matter what kind of organizations populate a community’s support ecosystem and 
how they are organized, their work is vital. Social entrepreneurship is becoming increas-
ingly crucial to maintaining the equity and stability required for healthy communities and 
societies. Social entrepreneurs may be remarkable in their abilities to bootstrap and man-
age risk, but they cannot and should not be expected to do this without support. It is in 
the best interests of local communities and of nations to invest in social entrepreneurship 
support ecosystems. 

QueSTiONS FOr “CONNeCTiNg THe DOTS” 

1 A recent study by the Global Entrepreneurship Monitor (GEM) project found that a 
major impediment to more people launching their own businesses is self-effcacy. Do 
you think this is also true for social entrepreneurs? Can support ecosystems help to 
address this issue? If so, how? 

2 Does your community have a social entrepreneurship support ecosystem? If so, “map” 
it by listing the various support organizations in it. Are these organizations networked 
in any way? How would you improve on this ecosystem? If your community has no 
such ecosystem, design your own. Where would you start in getting your ideal ecosys-
tem implemented? 

3 As is noted in this chapter, agency has been favored over context in entrepreneurship edu-
cation. Arguably, this is no less true for entrepreneurship research. In your opinion, what 
is the proper relationship of agency and context in entrepreneurship? Do you believe that 
this relationship takes on greater importance in social entrepreneurship? If so, why? 
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NOTeS 

1 This is a fctional story, but is representative of the authors’ composite experiences relative to the dearth of 
coverage of community support for entrepreneurs in entrepreneurship education. 

2 The authors would like to thank Esther Saka of Baruch College for her help in gathering information in 
preparing this case. 

3 For more detail on this pipeline approach to fostering community-wide social entrepreneurship, see Lyons & 
Lichtenstein ( 2010 ). 
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Chapter 13 

Social Entrepreneurship Models 
in Developing Countries 

AIM/PURPOSE 

This chapter explores the unique nature of social entrepreneurship in developing countries as well 
as its similarities to and shared characteristics with this feld in other parts of the world. It does 
so by examining four examples, involving nine countries on three continents, which represent 
different missions, funding models, and organizational structures. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To understand the broader importance of context to the practice of social entrepreneurship. 
2. To appreciate the unique challenges for social entrepreneurs found in developing countries. 
3. To understand how social entrepreneurs innovate as they grapple with contextual challenges 

in developing countries. 
4. To grasp how models of social entrepreneurship from developed countries can be adapted 

for use in developing countries. 

While we offer a few international examples of social entrepreneurship throughout this 
text, most of the material in the other chapters is focused on the United States and devel-
oped countries. There is much to be said about, and learned from, the variety of ways that 
people in developing countries approach this subject and its practice as well. Context 
plays a crucial role in shaping this. Differences in culture, the legal system, the economy, 
and religion, among other factors, cause considerable variation from country to country 
and across world regions. This is not to say that social entrepreneurship and social enter-
prise as practiced in the USA and Europe are not being embraced and tested around the 
world, but the way in which these models manifest themselves is often unique to the 
context and, in some contexts, there are factors that impede the adoption of these models 
altogether (Wills, 2017). 
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In this chapter, we explore “unconventional” approaches to social entrepreneurship 
from developing countries around the world. These countries face challenges, some 
of them unique, and others more severe versions of those experienced by developed 
countries. In Latin America, for example, the education system is inadequate, businesses 
are under-regulated, resulting in corruption, private investment is lacking, and there is 
extreme income and wealth inequality, among other challenges (Orejas & Buckland, 
2016; Llorente & Cuenca, 2017). Many countries in Africa suffer from widespread and 
deep poverty, public health issues, insuffcient potable water, lack of a functioning elec-
trical grid and accompanying problems, and untapped human potential, to name but 
a few trials faced (Knowledge @Wharton, 2016). The Middle East and North Africa 
(MENA) region faces low labor force participation rates by women and unemployment 
rates among youth that are among the highest in the world (Jamali et al., 2016). All of 
these “wicked” problems present challenges and opportunities to social entrepreneurs in 
these regions. 

THE CHALLENGES TO SOCIAL ENTREPRENEURSHIP 
IN DEVELOPING COUNTRIES 

The depth and scope of the social problems found in developing countries are not the only 
challenges to effective social entrepreneurship there. One of the greatest challenges is that 
social entrepreneurship is an emerging phenomenon, and awareness of it is still limited 
(Jamal et al., 2016). Developing countries are often playing catch-up in terms of provid-
ing the infrastructure to support the efforts of social entrepreneurs. In their examination 
of the situation in Zimbabwe, Karanda and Toledano (2018) note that the lack of a basic 
“ecosystem” for social entrepreneurship is a challenge to the further development of this 
activity. They identify an unreliable energy source, limited transportation, and a lack of 
internet access as defciencies. Jamali et al. (2016) lament a similar problem in the MENA 
region. 

Another challenge to social entrepreneurship posed by developing countries is a lack of 
capable human capital. Jamali et al. (2016) describe this as a “brain drain,” characterized 
by the emigration of the educated population. Others consider it a lack of relevant training 
(Karanda & Toledano, 2018). Either way, the necessary skillset for engaging in effective 
social entrepreneurship is in short supply. 

Karanda and Toledano (2018, p. 491) couple this with a lack of social capital or, as they 
put it “knowing the right people to facilitate the social business creation process.” This 
is what is known as  bridging social capital (Putnam, 2000)––the kind that brings people 
from different groups (socially, professionally, etc.) together. When defciencies in human 
capital are addressed and the networks that facilitate the building of bridging capital are 
created, this takes the concept of a social entrepreneurship ecosystem to another level, as 
discussed in Chapter 12 of this book. 

Developing countries tend to present “a context characterized by acute poverty where 
informal institutions, such as trust and collective norms, are strong governance mech-
anisms” (Thorgren & Omorede, 2018, p. 481). Just as the formal institutions (e.g. gov-
ernment, legal systems, etc.) in a country can infuence the behavior and effectiveness of 
the social entrepreneur, so can that country’s informal institutions. These might include 



 
 

 
 

 
  

 

  
  

  
 

  
  

  
 
 

   

 
 

  

 

Social  Entrepreneurship Models in Developing Countr ies 299 

habits, customs, and norms (Popov et al., 2018). Even when the social entrepreneur has 
the requisite skills, the way in which they are deployed must respect the informal institu-
tions of the context. Not to do so risks not only failing to meet the social mission, but also 
doing harm by destabilizing the context as well (Karanda & Toledano, 2018). 

Lyons and Lyons (2015) argue that there is a set of skills that successful entrepreneurs 
and social entrepreneurs must develop in order to effectively manage both the people 
within their enterprise and those in the context where that enterprise operates. They call 
these “relationship management skills.” One of these skills is  leadership. Leadership has 
been connected to the success of social entrepreneurs in navigating informal institutions 
in developing countries. 

In their study of social entrepreneurship in Sub-Saharan Africa,Thorgren and Omorede 
(2018) examine the growing success of individuals (as opposed to governments) in 
addressing social problems in this region of the world. They argue that because poverty in 
Sub-Saharan Africa is acute and worsening, there is a heavy reliance on the informal econ-
omy, which they defne as “mutual self-help and street trading” (Thorgren & Omorede, 
2018, p. 482). As a result, it is the apparatus of the informal economy, not formal markets, 
which govern daily life. This includes informal institutions, such as shared values, norms, 
and beliefs (Thorgren & Omorede, 2018). 

These researchers go on to argue that in such a context, a social entrepreneur must 
be able to demonstrate leadership by motivating both their target benefciaries and 
their team, and that this is accomplished through the  passion of the leader, which is 
another of Lyons and Lyons’ (2015) relationship management skills. Passion correlates 
with the ability to raise awareness for the cause, empower others, assist individuals in 
the context, and serve as a role model to the community (Thorgren & Omorede, 2018). 
In this way, social entrepreneurs can build trust with members of the society that gov-
ernments cannot. 

None of these challenges is insurmountable. However, they do require innovative appli-
cations of social entrepreneurship principles and skills that are particular to the context in 
question. The following examples are illustrative. 

Case Study 13.1 

Nuru International 

“Extreme poverty” is a term applied to people who must live on $1.90 a day. Approximately 
736 million people live in extreme poverty globally, and 85 percent of these live in remote rural 
areas (Nuru International, 2019a). Half of the world’s population living in extreme poverty can 
be found in Sub-Saharan Africa, with that percentage expected to grow to 90 percent by 2030 
(Nuru International, 2019a). 

This economic condition tends to spawn challenges to economic growth, education, physical 
health, and security. More specifcally, poverty of this level can result in poor agricultural yields 
due to inadequate inputs such as low-quality seed and a lack of fertilizer. It can cause the spread 
of serious diseases, like malaria, tuberculosis, and typhoid, attributable to poor drinking water 
quality, unsanitary human waste disposal, and not using vaccines and mosquito netting. It has 
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been well documented that children who go hungry do not perform well in school. Extreme poverty 
also can cause instability that leads to insurrection and terrorism (Nuru International, 2019b). 

As one can imagine, addressing extreme poverty is not easy. International aid organizations 
have been trying for decades, with very limited success. However, traditionally their focus has not 
been local and it has been resource-based. Strategies that are not local encounter the challenges 
posed by informal institutions, discussed earlier in this chapter. Resource-based approaches do not 
build capacity and, therefore, are not sustainable. 

Enter Nuru International, a 501 (c) (3) nonproft, public beneft charity founded by social entre-
preneur Jake Harriman, which takes a different approach. As Harriman states in a quote posted on 
the Nuru website (Nuru International, 2019b), “Poverty is not just about an economic challenge. 
Extreme poverty is a condition where families cannot make meaningful choices to determine their 
own future. Nuru is seeking to put those choices back on the table.” 

Nuru fghts extreme poverty by operating at the village level to build the capacity of community 
leaders and farmers to make effective choices that will lead them and their villages out of poverty. 
The organization works in the areas of agriculture, economic development, education, and health, 
integrating the four into a holistic approach to carrying out its mission. It begins by providing the 
essentials in these four areas at no or very low cost, and then removes the subsidies when villagers 
begin to recognize the benefts of planting better seeds or using mosquito nets and are able and 
willing to buy their own. Training is provided in a wide variety of problem solution areas, rang-
ing from digging latrines in the interest of health to planting trees for environmental sustainability 
(Kumar, 2014). Ultimately, the goal for every project and for the village, as a whole, is that Nuru 
will build the capacity, and local leadership will take things forward. Nuru calls this its “exit strat-
egy” (Nuru International, 2019c). 

Nuru’s work began in Kuria in West Kenya in 2010. It has since spread to Ethiopia and 
Nigeria. The organization strives to be innovative, tolerating experimentation and mistakes. It 
trains local leaders in Design Thinking. All of this is a refection of its origins at Stanford Univer-
sity, situated in the Silicon Valley of California, where Jake Harriman earned his MBA. Prior to 
that time, Harriman was a platoon commander in the elite special operations unit of the Marines 
called Force Recon (Kumar, 2014). This latter experience exposed him to extreme poverty and the 
instability it causes, motivating him to create Nuru (Leavitt, 2014). 

Harriman and Nuru take what is, for Sub-Saharan Africa, an unconventional approach to 
fnancing the nonproft. Rather than relying on philanthropy, they pursue fnancial capital from 
individual investors. Harriman believes that the way that foundations frame their application pro-
cesses makes it virtually impossible to communicate effectively a completely new idea. He further 
argues that foundations really do not want to fund untested ideas and should be approached only 
after a successful effort to prove the concept (Leavitt, 2014). 

Harriman asserts that the start-up, or concept testing, phase of building a social venture is 
funded best by individuals who believe in the founder and her/his team. He tapped his Stanford 
mentors and their networks for this purpose. He credits one mentor, in particular, for motivating 
him to succeed by conditioning his investment on Harriman’s ability to match it by raising the 
remainder of what he needed through other investors. Harrison emphasizes the importance of the 
social entrepreneur playing the role of chief advocate, or champion, of her or his idea and com-
municating it effectively and with passion to prospective investors (Leavitt, 2014). 

Because of its private investment orientation, Nuru is very serious about its efforts to collect and 
evaluate its outputs and outcomes in order to document social return on investment (SROI). Among 
the organization’s standard procedures is involving community stakeholders directly in the process 
of collecting data for this purpose. 

The following data illustrate how Nuru measures the SROI of its efforts. Over its history to date, 
Nuru has facilitated the farming of 15,558 acres of land. The repayment rate on its agriculture 
input loans is 91 percent. It has enabled participating farmers to deposit a total of $11,622 in 
their savings accounts each quarter, with an average quarterly savings deposit of $4.60. Relative 
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to its health care initiatives, it has facilitated the completion of 13,455 home visits and the delivery 
of 92 percent of all newborns in a clinic. In a context where health care was previously nearly 
nonexistent and babies were typically born in unsanitary conditions at home, these numbers are 
signifcant. Nuru has provided education outreach to 17 schools, with 1,260 outreach sessions. 
The total number of students reached per quarter is 6,017 (Nuru International, 2019d). 

While Nuru is US-based, it maintains local headquarters and employs mostly locals in carrying 
out its work. Any expatriate staff on site are considered temporary and part of what Nuru calls its 
“Western exit.” These staffers are also careful to adopt local customs and do all they can to blend 
into the context (Kumar, 2014). This is all part of Nuru’s effort to take a different approach than 
the one typically adopted by international aid organizations. 

Nuru represents an interesting experiment in tailoring Western-style social entrepreneurship to 
address the unique context found in developing countries. It serves those located in rural villages 
in Sub-Saharan Africa, facing extreme poverty, with a model that employs external private invest-
ment in a way that is locally sensitive and that builds local capacity. 

Case Study 13.2 

Fundación Mi Parque 

Fundación Mi Parque was founded in 2008 by Martin Andrade in Santiago, Chile. Andrade’s 
social goal was to address inequity through the development of urban parks. He had witnessed, 
frst-hand, the stark differences in quality between open spaces in low-income neighborhoods and 
those of the affuent. In Santiago, half of the city’s green space lies in the wealthiest nine boroughs. 
While money can be spent on parks in wealthy areas, it must be spent on public housing in poorer 
neighborhoods (Grassroots Collective, 2019). This situation left poor children playing in unat-
tractive, dirty, and even dangerous places. It was also found to decrease the use of public spaces 
by all residents, as they generally are perceived to be unsafe (Grassroots Collective, 2019). 

Fundación Mi Parque is a nonproft organization, constituted of construction and develop-
ment professionals, architects, and social workers, which builds and maintains partnerships with 
global corporations to fund the creation of parks in economically disadvantaged neighborhoods 
(Grassroots Collective, 2019). Among the many international corporations that have supported 
Mi Parque are Deloitte, Disney, Google, Integra, P&G, Samsung and Sherwin Williams, to name 
but a few. 

The professional staff at Mi Parque designs each park, with input from residents gathered 
through a series of charrette-style workshops. Actual construction of a park is similarly collabora-
tive. Mi Parque staff take the lead but welcome volunteers from the community in which the park is 
being built. The work takes place during a “build-day festa.” Once the park is completed, a group 
of neighborhood volunteers is assembled to maintain it, with support from Fundación Mi Parque 
(Grassroots Collective, 2019). Community members are even involved in raising funding for the 
park build (Mi Parque, 2019a). 

Key to Mi Parque’s strategy is the full participation of the community in the park creation pro-
cess. It is believed that this participation in funding, planning, constructing, and maintaining a 
local park will accomplish two things: (1) build community cohesiveness and esprit de corps, and 
(2) foster a sense of ownership in the park by the community that would not necessarily be the 
case if the park were built for them (Grassroots Collective, 2019; Schwab Foundation for Social 
Entrepreneurs, 2019). 
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An example of a disadvantaged neighborhood in Santiago assisted by Mi Parque is La Esper-
anza. This was a neighborhood challenged by drug traffcking, crime, and a nearby illegal dump-
site. Mi Parque brought the neighborhood together in a common purpose through the conversion 
of a vacant parcel of land into a park, with landscaping and street furniture. The combination of 
this design solution and social intervention has helped to change the trajectory of the community 
in a positive way (Cervantes, 2019). 

Designing and building parks is but one way that Mi Parque involves volunteers. The latter 
attend fairs and other events throughout the city promoting Mi Parque. The organization also 
engages college students by giving them an opportunity to practice in the feld the knowledge they 
are building in the classroom. This is particularly attractive to students of design, engineering, and 
architecture (Mi Parque, 2019b). 

As of May 2019, Mi Parque had built 312 parks, comprised of 523,876 square meters of 
green space. Fifteen neighborhoods had been served. The total number of neighborhood residents 
positively impacted was 509,721 (Mi Parque, 2019a). 

Case Study 13.3 

Drinkwell 

Getting access to safe potable water is a challenge in many developing countries around the 
world. This problem is estimated to affect about 800 million people and to result in the loss of four 
million lives each year (LinkedIn, 2019). Many social entrepreneurs have attempted to address this 
problem, using a variety of strategies, but being able to tackle the technical aspects of water puri-
fcation and its economic impacts holistically has proven elusive. Drinkwell provides a model that 
addresses both of these issues seamlessly and is replicable across countries and local contexts. 

At the heart of the Drinkwell model, which has been effectively deployed in India, Bangladesh, 
Cambodia, and Laos, is the water fltration technology developed by Dr. Arup SenGupta and 
his SenGupta Research Lab at Lehigh University. This system has proven effective at removing 
arsenic, which is toxic, and iron, which causes water to look and taste bad, from the water supply 
(Drinkwell, 2019a; German et al., 2019). 

The forerunner of Drinkwell, Tagore-SenGupta Foundation, was created in 2008. It intro-
duced the concept of linking the installation of the water treatment technology with an innovative 
approach to foster villager participation and increased economic opportunity (Drinkwell, 2019a). 
In this model, a village committee (made up of both men and women) that, among other things, 
sets the user fee charged for the clean water generated and handles oversight of the treatment system. 
A paid operator is hired to manage the system on a day-to-day basis. The water fee is used to pay 
the system operator and for transport to get the water from the source to the household. Transport 
is usually accomplished using local vehicles, such as tuk-tuks or rickshaws (German et al., 2019). 
In this way, a micro-franchise is created in each participating village. 

Research has shown this model to be effective in cleaning drinking water, creating employment 
opportunities for villagers, and in generating revenues that exceed expenditures. More specif-
cally, the treated water was found to meet World Health Organization standards relative to levels 
of arsenic and to be free of color and taste problems. System operators were paid well above the 
average for rural wages. All villages where the model was applied generated a proft from usage 
fees, some more quickly than others depending upon the number of households that participated 
(German et al., 2019). 
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The Tagore-SenGupta Foundation franchised the system in over 200 locations. In 2013, Drink-
well was established by founder Minaj Chowdhury as a for-proft, private company that would 
carry on the work of the Foundation and scale it to more rural and semi-rural areas in developing 
countries (Drinkwell, 2019a). Drinkwell has also created a line of business that helps corporate 
CSR operations to meet their goals relative to providing developing countries with clean drink-
ing water, offering a turnkey program for the company’s own sites or the ability to sponsor a 
village-based clean water system that can go on-line in two to six weeks after CSR approval 
(Drinkwell, 2019b). 

Drinkwell also works with NGOs that have drinking water safety as part of their mission. 
This might involve fnding, testing, and/or treating water. It also could involve more elabo-
rate efforts, such as the one undertaken with the NGO SHRI of Bihar. In this collaboration, 
SHRI built toilet facilities for eight men and eight women on public land, along with a biogas 
digester. Human waste is put through the digester to create methane gas. The gas is used to 
fuel a generator that runs the Drinkwell water treatment system. The treated water is sold for 
$0.008/liter, using an ATM card that lets users prepay and then swipe to obtain water. The 
revenue generated by selling water pays for the operation and maintenance of the system 
(Drinkwell, 2019c). 

The Drinkwell model is notable because it addresses extreme poverty in two ways: 

 It provides a technological solution to the clean drinking water crisis in many developing 
countries in an affordable manner, and 

 It provides employment at wages that are above average for isolated rural communities. 

As evidenced by the SHRI example, Drinkwell technology can be paired with a means of reus-
ing human waste to create a simple, sustainable system for generating energy from waste that 
powers water fltration. In addition, the local facility operator and the village committee bring 
the solution to the local level, positively affecting local people and allowing them to participate 
in the system’s use. 

Case Study 13.4 

Dependable Progress (DP) 

Dependable Progress is a social enterprise founded in 2012 in Ho Chi Minh City, Vietnam, by 
Gabriel Meranze Levitt and Nguyen Thao Dan. Its business model is simple but impactful. It rec-
ognizes the opportunity to help economically disadvantaged local women by connecting them to 
the sizeable population of wealthy migrant workers (expatriates) in that city who are busy and 
are looking for house cleaning services. DP fnds its employees through its local NGO network 
and trains them in both the domestic work, itself, and in the soft skills required to carry it out in the 
expatriate community (Malerbe, 2018; Dependable Progress, 2019a). 

Levitt is a U.S. citizen who has lived in Vietnam since 2009. He speaks Vietnamese, English, 
Spanish, and Thai fuently and is very familiar with the Vietnam expatriate community and its need 
for domestic help. Nguyen is a Vietnamese citizen with a strong background in accounting, fnance 
and customer relations who has extensive experience managing domestic help (Dependable 
Progress, 2019b). Together, they wanted to address poverty and empower women in Vietnam, 
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which they felt they could best accomplish by creating a business that provides well-paid work to 
economically disadvantaged women (Cornish, 2016). 

The for-proft social venture offers services that include house-cleaning, clothes washing and 
ironing, grocery shopping, bill paying, mail pick-up, and managing household repair and service 
work. Customers pay an hourly fee for these services and must do so at least once per week, as 
DP does not undertake one-time-only or short-term work (Dependable Progress, 2019c). The social 
side of this venture involves fnding economically disadvantaged women who are suitable for the 
work, training them, and providing them with ongoing support. 

DP’s protocol for identifying, preparing, and placing the women it employs is as follows 
(Cornish, 2016; Dependable Progress, 2019a; 2019b; REACH, 2019): 

 Qualifed potential trainees are identifed through local NGO partners. Prospects must 
be 18–34 years old, have no university degree or vocational training, and earn less 
than 2 million VND/month (less than US $100/month). 

 Prospective trainees are interviewed during home visits. 
 Selected trainees undergo a four- to six-week training program that prepares them for domes-

tic work, specifcally to serve expatriates. REACH, a vocational training program for disad-
vantaged youth, helped with training development and fnancing of the frst seven training 
sessions. 

 Through a partnership with WeLink, a psychological and educational service provider, train-
ees are trained in essential soft skills. 

 Trained employees are connected to expatriate households that need their help. 

Women who are successfully placed by DP fnd that they are further supported. They are allowed 
to keep fexible hours in order to care for children and deal with other personal matters. They also 
receive guidance in how to navigate spousal abuse and divorce. Should they need to leave DP for 
personal reasons, they are always welcome to return. Additionally, their wages permit them to better 
meet the quality of life needs of themselves and their families (Cornish, 2016; Malerba, 2018). 

Dependable Progress offers an example of a for-proft social venture that addresses the chal-
lenge of poverty among women in a developing country. It is illustrative of a Western-style social 
enterprise that has been introduced into this context. Yet, the social entrepreneurship team behind 
it––a U.S. citizen and a citizen of Vietnam––are immersed in the Vietnamese culture and have head-
quartered their venture in Ho Chi Minh City, where it benefts the country economically and socially. 

CONCLUSION 

Nuru International represents the common situation where a social entrepreneur from 
a developed country sees an opportunity to help people in developing countries. Part 
of what makes the Fundación Mi Parque story unique is that it is an example of a local 
social entrepreneur in a developing country working to improve his own context. Martin 
Andrade addresses neighborhood challenges in his hometown of Santiago, Chile, utilizing 
skilled local professionals and resident volunteers. The only outside input comes from the 
international corporations that fund Mi Parque’s efforts. 

The four social ventures discussed in this chapter––Nuru International, Fundación Mi 
Parque, Drinkwell, and Dependable Progress––represent both similarities and differences 
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in their approaches to pursuing mission in developing countries. All four address pov-
erty in some way, which is the principal challenge in the developing world and, there-
fore, not surprising. With the exception of Fundación Mi Parque, all take a Western-style 
approach to social entrepreneurship, leveraging such concepts as social enterprise and 
private investment. Even locally based Mi Parque uses international corporations as its 
funding source. 

Both Nuru and Drinkwell are U.S.-based, but both seek to facilitate local autonomy 
in the rural communities where they work. Mi Parque is based in Santiago, Chile, while 
Dependable Progress has its headquarters in Ho Chi Minh City, Vietnam, and both focus 
their social entrepreneurship efforts in those cities. All of these social ventures appear to 
want to move away from the old international aid model that places its attention at the 
national level and tends to work through government channels. 

Organizational/legal structural models are evenly split among these social ventures. 
Two––Nuru and Fundación Mi Parque––are structured as nonprofts. Drinkwell and DP 
use for-proft, social enterprise models. It should be noted, however, that Drinkwell began 
as the nonproft Tagore-SenGupta Foundation and clearly proved its concept before 
becoming a for-prof t operation. 

Perhaps the most diversity found among these ventures is in their sources of funding. 
Nuru used private investment to launch and give itself the opportunity to prove its con-
cept. Once the concept was successfully tested, it turned to philanthropy to carry the 
nonproft enterprise forward. Drinkwell pursued the opposite funding strategy. It began 
with philanthropy under the Tagore-SenGupta Foundation and then shifted to a for-proft 
model funded by water user fees. Both of these social ventures represent hybrid-funding 
models. DP is a for-proft that funds itself through fees charged for its services. Mi Parque 
adheres to a total philanthropy model. 

All of these entities are effectively pursuing their missions in the developing countries 
they have targeted. This implies that there is no “right” way to organize and fund a social 
venture that pursues its mission in a developing country. However, these examples do sug-
gest that engaging local people and developing their capacity are key to success in social 
entrepreneurship in these contexts. 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 The examples of social ventures provided in this chapter appear to owe their success, 
in part, to engaging local benefciaries and building their capacity to help themselves. 
Is this unique to social entrepreneurship in developing countries or might it apply 
anywhere in the world? Explain your answer. 

2 Is social entrepreneurship led by individuals from outside the affected context appro-
priate? If so, under what circumstances? If not, why not? 

3 In your opinion, what is the most effective relationship between social entrepreneurs 
and international aid organizations? 

4 What do the social ventures described in this chapter tell us about hybrid organiza-
tional and funding models in developing countries? 
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Chapter 14 

The Future of Social 
Entrepreneurship 

AIM/PURPOSE 

This fnal chapter highlights the future opportunities for social entrepreneurs, including features, 
areas, and sectors where innovative solutions for systemic change and impact are needed. 

LEARNING OBJECTIVES FOR THIS CHAPTER 

1. To become aware of some of the latest ideas and innovations seen in the feld of social 
entrepreneurship. 

2. To discover some of the key challenges going forward in social entrepreneurship. 
3. To understand new approaches and behaviors when resources for social entrepreneurs are 

scarce. 
4. To be aware of the future need for “catalytic innovations” for social impact and be intro-

duced to the concept of bricolage behavior in bringing innovations to the marketplace. 
5. To look briefly at some future trends in social entrepreneurship. 

The future for social entrepreneurship is replete with possibilities and innovations to solve 
many of society’s most intractable problems. What is of particular importance is the rec-
ognition of the ever-evolving nature of the attention curve for businesses addressing social 
ills. There follow comments by a few experts about what they believe will be the future 
of social entrepreneurship: 

The future is about shifting from fail-safe models to safe-fail models—to be 
successful, we need to throw up as many balls in the air as possible. 

(Shrashtant Patara, Vice-President, Development 
Alternatives Group) 
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Taking on harder problems battled by more people will separate the high-
quality enterprises that scale from the mediocre ones. 

(Bindu Ananth, President, IFMR Trust) 

The sector will see some sort of consolidation, as more enterprises compete 
for limited resources. Mergers and acquisitions and stress on transparency and 
better managerial practices will be upcoming trends. 

(Yashveer Singh, National Social 
Entrepreneurship Network) 

There aren’t real failures in social enterprise, there are temporary setbacks. We 
need to build a support system for entrepreneurs who initially face hurdles, 
which will give them staying power and the ability to follow through. 

(Joe Madiath, founder and ED, Gram Vikas) 

Along with the experts’ perspectives, consider Figure 14.1, which uses the Gartner Hype 
Cycle to depict the changing views on social entrepreneurial approaches. 

FIGURE 14.1 Attention Curve: The Capital Market for Good 

Source: Impact Assets, Issue Brief no. 2, Risk, return and impact: Understanding diversifcation and performance 
within an impact investing portfolio. 



 
 

  
 

 
  

 
 

   

 
 

 

 

  

 

  
 

 
  

       
 

  

 
 
 
 
 

 
 

 

310 The Future of Social  Entrepreneurship 

The initiating event is a social trigger, which occurs when some new opportunity is 
discovered to create both social and fnancial value. New social businesses are created 
and some level of acceptance of their purpose fnds its way into society. This initial suc-
cess may or may not be based in a new technology. The social trigger allows for others to 
observe a different perspective and, as a result, see how to do things differently in order to 
apply them to various existing and/or unaddressed problems. 

Attention follows and an emerging market sector is created. Typically, this attention 
follows a curve upward until a level of peak attention is reached. The most common 
recent example is the way everything has gone “green.” After initial acceptance the sector 
generally experiences a down cycle representing a time at which social entrepreneurs 
must show their mettle. While signifcant attention often brings a fow of new money 
and new entrants, the new ideas have to actually work or they disappear. It is here that 
the concepts of bricolage and catalytic innovation dominate. Survival of this stage results 
in market acceptance. The idea proves itself to be either sustainable or unsustainable. If 
the concept proves itself, a more mature period of expansion and development occurs, 
usually supported by outside smart money. Finally, the acceptance of the idea becomes 
so commonplace that market liquidity develops as a viable and commonplace investment 
opportunity. 

KEY CHALLENGES GOING FORWARD IN 
SOCIAL ENTREPRENEURSHIP 

Tracey and Phillips (2007) have identifed three key challenges inherent in social entre-
preneurship: managing accountability, managing the double bottom line, and managing 
identity. Table 14.1 depicts the sustainability equilibrium across both social value creation 
and economic value creation. On the left side of the continuum, traditional nonprof-
its emphasize mission motives, stakeholder accountability, and the tendency to reinvest 
income in social programs or operations. On the right side, traditional for-proft frms pos-
sess proft-making motives and face accountability to shareholders, to whom they redis-
tribute prof ts. 

Toward the middle, the social enterprise entrepreneur shares much in common with 
the traditional for-proft entrepreneur (Austin, Gutierrez, Ogliastri, & Refcco, 2006; 
Chell, 2007; Smith & Barr, 2007); however, there are important differences in terms of 
opportunities exploited and the type of values sought. The social entrepreneur tackles 
social problems (such as hunger or poverty) and measures success in terms of the accom-
plishment of social value. Using innovation and resourcefulness, the social entrepreneur 
ultimately seeks to better the human condition (Dees, Emerson, & Economy, 2001), 
and in some cases may also engage in creating economic value. However, in this case, 
economic value is simply a means to an end rather than an end in and of itself (for an 
excellent discussion of social and economic value in social entrepreneurship, see Austin, 
Stevenson, & Wei-Skillern, 2006). As a result, the social entrepreneur leverages the inno-
vative aspects of entrepreneurship but applies it for the common good rather than for 
individual gain. 
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312 The Future of Social  Entrepreneurship 

THE FUTURE NEED FOR CATALYTIC INNOVATIONS 
FOR SOCIAL IMPACT 

Effective social change and its long-term impact must rely on new approaches and methods. 
Christensen, Baumann, Ruggles, and Sadtler (2006) assert that social-sector organizations 
must develop fundamentally new approaches that are scalable and sustainable, with the abil-
ity to infuence system-changing solutions.This is known as catalytic innovation, derived from 
Christensen’s model of disruptive innovation, with an emphasis on creating social change. 

Innovations can generally be separated into two distinct categories: sustaining and dis-
ruptive. Sustaining innovations include nearly all product and service innovations, whether 
incremental or breakthrough, that provide, for example, increased quality, better or more 
features and functions, and other changes targeted to existing customers of the organi-
zations (Christensen & Bower, 1995). Disruptive innovations do not fulfll existing cus-
tomers’ needs as effectively as sustaining innovations. They tend to be less complex, more 
accessible and convenient, and less costly, thereby attracting new or different customer 
groups (Christensen & Bower, 1995). These types of innovations are likely to be attractive 
to markets that are not adequately served by existing product and service solutions. 

Catalytic innovations, a subset of disruptive innovations, provide “good enough” solu-
tions to social challenges that are not effectively addressed using traditional approaches 
(Christensen et al., 2006). Catalytic innovators, whose primary focus is on social change, 
share the following f ve characteristics (Christensen et al., 2006): 

1 Creating systemic social change through scaling and replication: These innovators are 
often new entrants that continually improve their offerings to expand their market 
reach. High transferability from one location to another enables the innovation to be 
scaled up and to be sustained across marketplaces. 

2 Meeting a need that is either over-served or not served at all: New entrants to the 
market provide less expensive, less functional alternatives to a segment of the market 
over-served or not served at all by the dominant provider. 

3 Offering products and services that are simpler and less costly than existing alter-
natives, and are considered “good enough”: These innovations bring new benefts to 
people in ways that existing frms are not generally willing to undertake. Maintaining 
the status quo prevents traditional, dominant players from trying new approaches that 
might cannibalize their current offerings. Catalytic innovators are thus able to attract 
new markets with alternatives and solutions that are affordable and effective enough 
to reduce the problems. 

4 Generating resources, such as donations, grants, volunteers, or intellectual capital, in 
ways that are unattractive to incumbent competitors: Catalytic innovators tend to 
be creative in their approaches to identifying needed resources, and these may come 
from nontraditional sources. 

5 Often ignored, disparaged, or sometimes encouraged by existing providers for whom 
the business model is unproftable or unattractive, and who therefore retreat or plan 
to retreat from the market segment:The dominant provider often distances itself from 
the new entrant and moves toward a more lucrative market segment. This enables the 
catalytic innovator to capture the opportunity present in serving its intended market. 
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One of the ways that social entrepreneurs can engage in catalytic innovation is their ability 
to engage in bricolage behavior. Bricolage behavior is a set of actions driven by the search 
for existing and often scarce resources that can be combined and/or recombined to create 
novel and interesting solutions that affect their respective markets. By incorporating the 
role that catalytic innovation has on the relationship between entrepreneurial bricolage 
and growth in social impact, we are better able to understand the process by which social 
entrepreneurs adopt and utilize existing resources for the future development, growth, 
and sustainability of their own ventures. 

Social entrepreneurs whose environments are typically resource-constrained and often 
present new challenges without providing new resources (Baker & Nelson, 2005) tend to 
engage in bricolage behavior.As previously mentioned, underlying social entrepreneurship 
are multiple tangible and intangible benefts and rewards that are heightened by a sense 
of accountability to the constituencies served as well as the impact and outcomes that 
are created. Social entrepreneurs assess their success and infuence in terms of their social 
impact, innovations, and outcomes, and not simply in terms of size, growth, return on 
investment, or processes. 

FIGURE 14.2 Bricolage within Resource-Poor Environments 

Source: adapted from Desa (2007). 

https://behavior.As


 
  

 

 
  

 

 
 
 

  
 
 
 

  
 

    
 

 

 

  
   

  
 
 

   
 
 

  
  

 
 

 
 

314 The Future of Social  Entrepreneurship 

Bricolage may be integral in developing novel innovations and, through this, furthering 
social change (Figure 14.2). As posited by Desa (2007): 

Since social ventures often operate in resource constrained environments yet 
are required to develop and deploy complete modular packages to scale their 
social impact, it appears that bricolage can be very applicable to understanding 
social venture development. The reasons for using bricolage are particularly 
relevant to social entrepreneurship: to create within penurious environments, 
to create despite limited knowledge, or to build upon their existing acts of 
creation. 

The degree to which social entrepreneurs engage in bricolage behavior may deter-
mine their success in developing catalytic innovations for the marketplace. Bricolage 
notions of making do and using whatever is on hand link with a fundamental social shift 
toward developing smart, sustainable projects that are integral to social change. This 
represents a shift from consumption-based to conservation-based ways of doing things 
better through an improved understanding of existing resources—their form, function, 
and fungibility—thereby developing clever, creative means of developing products and 
services aligned with market needs. Bricolage enables these entrepreneurs to use cre-
ative approaches to attract and distribute resources, identify over-served or unserved 
market segments, and offer products and services that are simpler, less costly, and “good 
enough”—all characteristics of catalytic innovators (Christensen, Baumann, Ruggles, & 
Sadtler, 2006). 

FUTURE TRENDS IN SOCIAL ENTREPRENEURSHIP 

Disruptive Social Venture Models 

There is a need for social entrepreneurship to develop disrupting business models and 
structures in a way that motivates other social entrepreneurs. The frm FrontlineSMS: 
Medic is disruptive, especially given its forthcoming feld diagnostics tools, which could 
fundamentally change the medical diagnostics industry. Frontline-SMS makes use of 
open-source software to support health services around the world. Better World Books 
is changing the way in which nonprofts and for-profts with similar goals work together, 
and provides a user experience that is compelling and coherent enough that it could 
eventually be a major player in the e-commerce space. It has reused or recycled over 
40 million books and raised over US$9 million for literacy (over US$5 million for non-
proft literacy programs and over US$3.6 million for libraries) and over US$1.8 million 
for student groups. The company capitalizes on the intrinsic value of books to fund 
and support literacy initiatives, locally, nationally, and globally, through its partnerships 
with well-established and widely respected organizations working on four continents: 
Room to Read, Books for Africa, Worldfund, and the National Center for Family Liter-
acy (Fast Company, 2007). 
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VOICES FROM THE FIELD 

A Quadruple Bottom Line for Social Ventures? 

Despite a whole new generation of social ventures, both for-proft and not-for-proft, there 
are limitations in their potential to reform. For one, there are a number of areas, such as 
transportation and energy, where they often simply do not have jurisdiction. In addition, 
given the scale of social problems, they are limited by the pace at which they can grow. 
For example, Pratham, India’s largest education NGO, founded in 1994, touches 1 million 
people today. However, Pratham estimates that there are over 100 million children who 
cannot read to its standard. Further, the role of government cannot be dismissed. Only 
the government, with its formidable revenue generation and reach, can provide wide-
spread access to education, security, infrastructure, and healthcare—services that may not 
be commercially viable through the private sector. 

However, in some countries, such as India, the disconnection between citizens and 
their governments has reached an all-time high. This is no surprise. For example, among 
the 543 elected members across 36 political parties of the ffteenth Lok Sabha district 
there are 150 individuals with criminal records. The frst parliament of India in 1947 
still holds the dubious distinction of being the most educated parliament in the history 
of an independent India. In 2008, according to the Transparency International survey on 
corruption, 61 percent of Indians surveyed admitted to paying a bribe to a public off-
cial in the past year. As a result, most middle- and upper-income Indians and businesses 
would rather avoid government involvement at all possible costs. The use of “middle-
men” to register property, obtain a license, or incorporate a company has become all too 
common. Reliance on the private sector for education, security, water, garbage disposal, 
power, and healthcare has become the norm. India remains one of the few democracies 
where the urban middle class have a lower voter turnout than the rural poor, despite 
urban polling stations being signifcantly more accessible. Politicians have become ubiq-
uitously despicable. 

Over the years there has been many a politician at the local and national level who has 
made an attempt to drive reform with integrity and transparency. However, such individ-
uals usually represent lone cries in a wilderness of miscreants, which tends to render them 
dysfunctional or simply drives them away. 

Source: Hans Taparia, July 27, 2010 
(used with permission). 

Social ventures are today evaluated by the “triple bottom line,” a phrase that refers 
to their profts, social impact, and environmental impact. To sustain change over gener-
ations, a fourth bottom line is needed: political impact. While it may seem a distraction 
from their original charters, social ventures are in a unique position to gently but defn-
itively support fresh local political talent. Successful social ventures tend to command 
high degrees of respect in the locales in which they operate. They also develop deep 
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insights into the people in these communities. Large developing nations have no short-
age of respected, high-integrity prospective candidates. They just need to be inspired 
and supported. More often than not, social ventures steer clear of the “politics” of their 
locality. But this defeats their purpose. By encouraging and supporting the right tal-
ent at a local legislative level, social ventures would be ensuring that their programs 
stood the test of time—through good governance. Most importantly, social ventures and 
those involved with them are constituents too. They must play a role in shaping their 
governments. 

Internet Action beyond Donations 

The number of online portals targeting the social sector has been growing and the 
scope of these destinations has been expanding rapidly. First, there are sites of general 
content that specialize in social giving (Guidestar), provide information (OneClimate, 
TakePart), and even offer comprehensive databases of nonproft organizations and job 
opportunities (Idealist). Organizations that seek donations focus on giving either to 
nonproft organizations (Network for Good) or to specifc projects around the world 
(GlobalGiving, Jolkona Foundation). Different approaches include community proj-
ect funding (CitizenEffect, Startsomegood) as well as portals that combine ways to 
give for particular causes (Care2, focusing on environmental issues). Social investing 
has also been manifesting through the Internet portals with international reach (Kiva, 
Microplace). 

More sites are being created that provide information on volunteer work sought by 
nonproft organizations (HandsOnNetwork, DoSomething). Pro bono work has also been 
catching up, with new companies bringing more opportunities to an older tradition dom-
inated by the legal services (Taproot Foundation, LexMundiProBono). 

There has also been a surge of Internet-based initiatives that give users the opportu-
nity to donate to their preferred cause, or save for higher education, by earning dollars or 
points through either purchases or exposure to advertising (for exposure to many of these 
new initiatives, look up the frms UpPromise, OneCause, CauseWorld, SupportYourCause, 
SocialVibe, Bloson). 

VOICES FROM THE FIELD 

A Facebook Founder Begins a Social 
Network Focused on Charities 1 

Chris Hughes, one of the founders of Facebook and the chief digital organizer for Barack 
Obama’s presidential campaign, knows a thing or two about building online communities. 
Now he is applying his expertise to a new venture called Jumo, which aims to connect 
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people with nonprofts and charitable organizations. The site aims to “do what Yelp did for 
restaurants,” Mr. Hughes said, indexing charities “to help people fnd and evaluate them.” 
Individual charities, projects like building a school in rural Africa, and broad issues like gay 
rights will all have dedicated pages on Jumo. 

Relevant news articles, Twitter posts, and YouTube videos will be added to the pages, 
and users can add their own feedback and comments. Users can also fnd their Facebook 
friends and follow their adopted projects and issues on the site. The idea is to take the 
principles that helped Mr. Hughes organize a network of volunteers into a successful polit-
ical force and apply them to a much broader universe of causes and issues. 

Mr. Hughes is not the frst entrepreneur to venture into this territory. Causes, a Face-
book application, and the website Global Giving are among the many existing ways to 
fnd and support charities online. But Mr. Hughes said that Jumo would not be primarily 
about soliciting donations. Instead, he said, the site would frst try to deepen ties between 
its users and their favorite causes. “The more connected that individual is to an issue they 
care about, the higher probability there is they will stay involved over a longer period of 
time,” Mr. Hughes said. To start, the Jumo site was seeded with more than 3,000 issues 
and groups. But “anyone with a social mission can create a page,” said Mr. Hughes, who 
thinks Jumo could become a simple way for smaller charities to establish a social media 
presence. Jumo will allow only organizations that have been certifed as tax exempt to 
solicit donations, as a way to discourage fraud. Jumo is itself a nonproft, and will rely on 
payments from users and sponsorships from organizations that want better promotion 
on the website. 

One challenge for Jumo will be fguring out how willing Internet users are to share 
details about their donations, which they can choose to display on their Jumo profle 
pages, said Susan Etlinger, an analyst at the Altimeter Group, a consulting frm. “The same 
dynamics of other social networks may not transfer to this activity,” she said. 

But Chris Bishko, director of investments at Omidyar Network, a philanthropic 
investment frm that contributed to the $3.5 million in grants that Jumo raised before 
its release, said that it was not such a long shot. “One thing we’ve learned with Internet 
companies is that if you can lower the barrier and lower friction, then activity follows 
where it didn’t exist before,” he said. As an example, he pointed to the food of dona-
tions via text message that followed the earthquake in Haiti: “We saw what people were 
willing to do.” 

Another issue for Jumo is social network burnout. Will people who are spending time 
on Facebook and elsewhere be willing to add another site to their line-up? 

Mr. Hughes said Jumo was not intended to compete with Facebook. Instead, he pre-
dicts that Facebook will become a ubiquitous backbone for the social Web, and that 
people will also use niche sites focused on specifc interests and communities. Jumo 
will send out e-mails and updates tailored to its users to help them stay engaged, he 
said. It is not yet clear how much the Internet and social media can help push people 
to move beyond just “following” and “liking” things, but a social network like Jumo 
could be a crucial frst step, said Steve MacLaughlin, director of Internet solutions at 
BlackBaud, a global provider of technology and services to nonprofts. “It’s still not clear 
whether or not followers translate to volunteers and donors,” said Mr. MacLaughlin. 
“But people that are more engaged with nonprofts are most likely to become a donor 
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or support them in another way.” The fnancial impact could be tremendous, he said. Of 
the $300 billion that was donated to charities and nonprofts in 2009, only 6 percent 
was submitted online. 

Case Study 14.1 

One-to-One Business Models: TOMS Shoes,2 

Eyeglasses, and Ties 

The business model for TOMS Shoes—giving away one pair of footwear to the needy for every 
one sold—seems risky in a recession where small companies are loath to add extra costs, but 
several start-ups are nonetheless following suit. 

Small companies have long been charitable, but few incorporate any form of philanthropy 
into their business models from inception since it can take several years for a start-up to become 
proftable, experts say. But businesses following TOMS’ so-called “one-for-one” giving model are 
pinning their hopes on consumers’ consciences, saying the strategy can beneft more than just 
people in need by being an effective marketing tool. Eighty percent of 1,057 US adults surveyed 
said they’d favor a brand that’s associated with a good cause over another that’s similar in price 
and quality, according to Cone LLC, a strategy and communications agency in Boston. And 19 
percent said they would switch to a more expensive brand to support a cause. 

TOMS, which is credited by many as being among the frst to take up the one-for-one strategy, 
has given away about 1 million pairs of shoes to children in need worldwide since it launched in 
2006. The privately held Santa Monica, California, company says it is proftable, but wouldn’t dis-
close sales fgures or how much it spends annually on its charitable donations. In TOMS’ case, it 
passes the cost of its donated footwear on to consumers by charging nearly double what the shoes 
would typically cost, according to a company spokeswoman. Customers generally pay anywhere 
from $44 for shoes to $98 for TOMS’ boots. 

Still, most start-ups taking up the one-for-one concept are doing so on a smaller scale, and 
fnding ways to absorb costs without laying it on the consumer—a risky proposition in a recession 
riddled with cost-conscious customers. New York retailer Warby Parker makes a fnancial donation 
to Restoring Vision, a nonproft in San Rafael, California for every pair of glasses it sells. Its con-
tributions have so far amounted to roughly 10,000 pairs of glasses valued at slightly less than the 
$95 it charges for its own eyewear, says Neil Blumenthal, one of four recent business-school grad-
uates who founded the company in 2010. Warby Parker’s one-for-one initiative is funded through 
savings it gains from skipping channels that most other eyewear companies don’t, he says. For 
example, the start-up operates entirely online, eschewing expenses associated with leasing and 
managing a storefront. The company also designs its own eyewear rather than outsourcing the job 
to brand-name designers, says Mr. Blumenthal. 

Figs, a small necktie retailer founded in 2010 in Santa Monica, California, donates one 
school uniform to a child in Africa for every tie it sells. Founder Heather Hasson says the uni-
forms cost less than what it spends on manufacturing its neckwear. The company has donated 
about 1,000 school uniforms so far. Similarly, Out of Print in Brooklyn, New York, donates one 
book to Books for Africa, a twenty-two-year-old nonproft in St. Paul, Minnesota, every time it 
sells one of its T-shirts, which feature the covers of mostly out-of-print books. Just a portion of the 
retailer’s sales is needed to cover the cost of the donated books, says Jeff LeBlanc, co-founder, 
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adding that he hopes to give away 20,000 books by the end of 2010. Books vary between 
new and used, he says. 

A one-for-one initiative may require investing time and money to make consumers aware it 
exists, says Tom Lumpkin, chair in entrepreneurship at Syracuse University. But entrepreneurs may 
be able to get the message across using social media and other low-cost resources and by includ-
ing it in a company’s overall advertising message. “In Toms’ case, the one-for-one element is the 
primary hook in their promotion,” says Mr. Lumpkin. “If that were not there, you could argue that 
TOMS would be just another shoe store.” 

Mr. Blumenthal says he and Warby Parker’s three other founders have been spreading aware-
ness of their company’s one-for-one efforts mainly through their personal networks. “People under-
estimate the power of word of mouth and what makes something viral,” he says. 

Start-ups that engage in one-for-one giving are also likely to grow at a much slower pace than 
businesses that are not as charitable. “Your [proft] margins are a little bit less,” says Figs’ Ms. 
Hasson. But “you can actually help out some people who really, really need it.” 

Public-Private Partnerships 

Most diffcult and important social problems can’t be understood, let alone 
solved, without involving the nonproft, public, and private sectors. We can-
not even think about solving global warming, for example, without consid-
ering the role of global petrochemical frms such as Exxon Mobil Corp. and 
BP p.l.c., national agencies such as the EPA and the Department of Energy, 
supranational governmental agencies such as the United Nations and the 
World Bank, and non-proft groups such as Greenpeace and Environmental 
Defense. 

(Phills, Deiglmeier, & Miller, 2008, p. 43) 

It is rare today to fnd complex, adaptive public problems that do not require solutions 
in which stakeholders from nonproft, public, and private sectors must collaborate. Ours 
is increasingly a shared-power world; that is, “a highly networked policy environment 
where many individuals, groups, and organizations have partial responsibilities to act 
on public problems, but not enough power to resolve the problem alone” (Crosby & 
Bryson, 2005, p. 22). 

For example, the Obama administration championed public–private collaboration 
as a strategic way to address the complex mandates of its numerous federal agen-
cies, viewing it as a key requirement to advance change (Natsios, 2009). The US State 
Department’s special representative for Global Partnerships, Ambassador Elizabeth 
Frawley Bagley, defnes public–private partnership as “a collaborative working relation-
ship among, not only governmental, but also non-governmental stakeholders where 
goals and structuring governance, as well as our roles and responsibilities, are mutually 
determined and decision-making is made among the players” (Keegan, 2010, p. 34). 
Ambassador Bagley also highlights the challenges of training professionals adequately, 
changing organizational cultures so that people recognize the value of collaboration 
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and assessing effectively the quality and impact of these collaborative efforts (Natsios, 
2009; Keegan, 2010). 

Collaboration across sectors is diffcult. The vested interests in each sector are quite dif-
ferent. Assumptions, expectations, priorities, language, pace, access to resources, and other 
differentiating features in each sector strongly diverge (Ansell & Gash, 2008). Effective 
performance in a shared-power world requires in-depth learning to develop frameworks 
and habits of collaboration as well as knowledge and skills to manage it. In response to this 
need, demand for guidance and training for individuals in public–private collaboration is 
growing exponentially (Natsios, 2009; Keegan, 2010). 

Furthering Entrepreneurship 
Education in the Area 

As a multidisciplinary feld, social entrepreneurship also presents a unique opportunity 
for graduate education to address the need to better teach systems thinking and innova-
tion (AACSB, 2010). Business schools and their MBA programs constitute a unique envi-
ronment in which faculty members are asked both to contribute to academic research 
and to teach courses focused on theoretical frameworks and practical skills to future 
managers and business leaders. Bennis and O’Toole (2005) argue that the MBA degree 
is losing its appeal and value. Furthermore, the value of an MBA degree has been sig-
nifcantly affected by the recent global Great Recession (AACSB, 2010). At the same 
time, new forms of innovation, ones including inherent ethical and social components, 
are emerging as a solution to the crisis ( The Economist, 2010). Under these pressures, 
many business schools have shown a greater commitment to reinvent MBA education 
by developing social entrepreneurship as an integral part of their graduate business edu-
cation model. Social entrepreneurship is a proactive redirection of the MBA experience 
and education, and a demonstration that MBA coursework can serve as a framework 
to create economic, social, and environmental value. With over 350 professors teaching 
and researching social entrepreneurship in more than thirty-fve countries and approx-
imately 200 social entrepreneurship cases (Brock & Ashoka Global Academy for Social 
Entrepreneurship, 2008) and ffty textbooks (which include social entrepreneurship and 
social intrapreneurship), the feld is undeniably gaining momentum across universities 
and programs worldwide. This trend is evidence of “a new enthusiasm” for socially and 
environmentally responsible management among managers and business school students 
(Marcus & Fremeth, 2009, p. 4). The Aspen Institute’s Center for Business Education 
survey in 2008 indicates that MBA students are thinking more broadly about the pri-
mary responsibilities of a company and considering “creating value for the communities 
in which they operate” to be a primary business responsibility (Aspen Institute, 2008). 
The Aspen Institute’s biennial  Beyond Grey Pinstripes (BGP) reports a dramatic increase 
in the number of programs with required courses on business and society issues, from 
34 percent in 2001 to 63 percent in 2007. Finally, the number of social venture compe-
titions (see Tables 14.2 and 14.3) has also increased substantially, giving aspiring social 
entrepreneurs the opportunity to vet and receive feedback on their latest approaches to 
solving society’s problems. 



 

 

 
 

 

 
 

Competition name Description 

D-Prize D-Prize is a competition focused on developing better ways to dis-
tribute proven life-enhancing technologies. 

The Global Social The Global Social Venture Competition provides aspiring entrepreneurs 
Venture Competition with mentoring, exposure, and $50,000 in prize money. 
VentureWell Organized by VentureWell (formerly NCIIA), this is a competition 

for college students working on a technology venture. The three-
stage program provides grant funding (up to $75K), experiential 
workshops, veteran coaching and a potential investment opportunity. 
(VentureWell was formerly known as the National Collegiate 
Inventors and Innovators Alliance.) 

IDEO Open IDEO provides a platform where sponsors post challenges 
and anyone can submit a solution. Winning ideas are funded. 

Unilever Open to anyone aged 30 or under, Unilever is looking for scalable 
and sustainable products, services or applications that reduce 
environmental impacts, improve health and well-being or enhance 
livelihoods through changes in practices or behaviors. 

Hult Prize Hult Prize competition is a start-up accelerator that provides mentorship 
and funding up to $1,000,000 for winning entries. The competition 
attempts to launch the world’s next wave of social entrepreneurs. 

For additional resources, Mentor Capital Network maintains a list of socially responsible and 
see the Mentor Capital sustainable business plan accelerators and fellowships. 
Network 

Note: 1Not an exhaustive list but many of the more established competitions. 
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Table 14.2 
Global Social Entrepreneurship Competitions1 

Table 14.3 
Social Entrepreneurship Case and Business Plan 
Competitions: University-Based 

University Name of case and/or business plan competition 
Yale University Global Social Venture Competition (case), National Energy Finance 

Challenge (case), Net Impact Green Challenge (case), Philadelphia 
Green Economy (case), Social Impact Case Competition (case), 
Yale–Harvard Debate on Leadership and Ethics (case), Y50K 
Entrepreneurship Competition (case) 

Stanford University Challenge for Charity (C4C—business plan), The Executive 
Challenge (business plan) 

University of Notre Invention Convention Youth Business Plan Competition (business plan), 
Dame Social Venture Business Plan Competition (business plan), Baylor U 

Case Competition in Ethical Leadership (case), Johnson School HABLA 
Case Competition (case), Kellogg Biotechnology Case Competition (case) 



 

University of 
California, Berkeley 

New York 
University 

IE Business School 

Baruch College 

Columbia University 

Cornell University 
University of 
North Carolina, 
Chapel Hill 

Simmons College 
Duke University 

Duquesne 
University 
University of San 
Diego 
Babson College 

University of 
California, Davis 
University of 
Colorado at 
Boulder 
Monterey Institute 
of International 
Studies 
University of 
Oregon 
University of South 
Carolina 
University of British 
Columbia 
Carnegie Mellon 
University 

Education Leadership Case Competition (business plan), Intel + UC 
Berkeley Technology Entrepreneurship Challenge, Gap Inc. Scholars in 
Corporate Social Responsibility (case), Global Social Venture 
Competition (business plan), Levi Strauss Small Grants Program (busines
plan), Social Enterprise Education Design (SEED) Fellowship Program 
(business plan) 
Annual Social Venture Competition (business plan), Reynolds 
Foundation Graduate Fellowship in Social Entrepreneurship (business 
plan) 
NETI—Best Social Project (business plan), Social Entrepreneurship 
Business Plan Competition (business plan) 
Baruch College Invitational Entrepreneurship Competition: annual two-
semester-long team event that provides an opportunity for New York City
college students to develop new social ventures 
Global Social Venture Competition (business plan), Student 
Competition (case) 
Base of the Pyramid Narrative Competition (case) 
UNC’s Business Accelerator for Sustainable Entrepreneurship 
(BASE—business plan), Bonding with the Blues MBA Case Competition 
(case), 
Sustainable Venture Capital Investment Competition (business plan) 

s

Silverman Business Plan Competition (business plan) 
CUREs Nonproft Business Plan Competition (business plan), The Duke 
Start-up Challenge (business plan) 
Annual Case Study Competition (case) 

MBA Business Plan Competition (business plan) 

Babson Innovation Competition (business plan), The Green Collar 
Venture Competition (business plan), Green Tower and e-Tower Rocket 
Pitches (business plan) 
Big Bang! Business Plan Competition (business plan) 

Cleantech Venture Challenge (business plan), Leeds Net Impact Case 
Competition (case), Rocky Mountain Real Estate Challenge (business 
plan), ULI Hines Urban Design Competition (business plan) 
Thunderbird Sustainovation Challenge Case Competition (case) 

New Venture Championship (business plan) 

Page Prize for Sustainability Issues in Business Curricula (case) 

Net Impact Case Competition (case) 

City High Case Competition (case), International Operations Case 
Competition (case) 

University Name of case and/or business plan competition 
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Case Study 14.2 

Redefning the Meaning of an Exit Strategy 
for Social Ventures3 

A few nonproft groups have recently announced plans to wind down, not over fnancial problems 
but because their missions are nearly fnished. Most notable, perhaps, is Malaria No More, a 
popular nonproft that supplies bed nets in malaria zones. Its goal is to end deaths from malaria, 
a target it sees fast approaching. 

The charity has announced it has plans to close, but it is keeping its options open in the unlikely 
event that advances against malaria are reversed. 

“We never planned to be around forever,” said Scott Case, a co-founder of Priceline and vice 
chairman of Malaria No More. “We have thought of this more as a project than as an institution-
building exercise, and the project is nearing its completion.” 

So far, the number of organizations opting to go out of business for mission-related reasons is 
too small to call a trend. It is still far more common for a nonproft to close its doors because of 
fnancial pressure, which is increasing as governments continue to pare their budgets and donors 
maintain tight grips on their giving. Still, the novelty of organizations going out of business once 
their work is done has attracted attention. 

“I don’t think it’s going to be a widespread phenomenon because there are a lot of groups 
taking on problems like alcoholism and domestic violence that aren’t problems that go away,” 
said Jan Masaoka, editor-in-chief of Blue Avocado, a blog for nonprofts. “But I do see that in 
some cases there is an opportunity for organizations to wind down gracefully and with their 
job done.” 

Out2Play, an organization started by Andrea Wenner in 2005, plans to close its doors even-
tually. The group has put up roughly 120 playgrounds used by about 80,000 children in public 
elementary schools around New York City and is fast running out of locations, in part because 
the Bloomberg administration liked the idea so much that it took on some schools itself. “When 
I frst wrote the business plan, I thought about expanding it to other cities or into other types of 
institutions, like housing projects or hospitals, and we talked about those ideas and others when 
the board began seeing the end in sight,” Ms. Wenner said. Ultimately, though, the board decided 
that the model worked best for the purpose it had served and that anything else would require 
more than a simple tweak. 

“For example, in a housing project, you would still need someone to take kids to the play-
ground and supervise them,” Ms. Wenner said. 

In the end, said Robert Daum, chairman of Out2Play’s board, “we just decided to declare 
victory and go home. Money is a scarce resource, and there are lots of other good causes out 
there, so there is no point in hitting up our friends and contacts for gifts simply to perpetuate the 
organization.” Out2Play is working to complete roughly 40 more playgrounds before it closes. It 
plans to leave behind an endowment to cover some of the maintenance costs associated with the 
playgrounds, Ms. Wenner said. 

“Right now, I think of it as very exciting because there’s a great sense of accomplishment that 
goes along with it, but I’m sure on the fnal day, I’ll have a strange feeling, probably bittersweet,” 
she said. 

Executives who have closed nonprofts say a feeling of pride overcomes any potential regrets. 
“Knowing that we were going to close helped us work with extreme urgency and intensity and 
not slack off for a minute,” said David Douglas, a founder of Water Advocates, a charity that 
closed in 2010. Over its fve years, Water Advocates raised more than $100 million. Its goal 
was to increase awareness of water issues, as well as to pull together the efforts of a wide range 
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of organizations. The open knowledge that Water Advocates was destined to go out of business 
helped it to encourage greater collaboration among those various groups. 

“We weren’t trying to attract attention to ourselves, which allowed us to focus on the issue itself, 
and we were always looking at ways to hand off things to other nonproft groups,” he said. “And 
we weren’t competing for money, which also helped us build relationships.” 

British philanthropy circles have recently been talking about the decision to close the Otto Schiff 
Housing Association, a nonproft set up in 1933 to provide assistance to displaced Jews. In its 
latest incarnation, the organization operated a number of homes for victims of Nazi persecution. 
“Our client group was clearly diminishing by virtue of demographics, and the homes were increas-
ingly unsuitable for use because they were aging,” said Ashley Mitchell, who was brought in to 
revamp the association. Otto Schiff identifed two other nonproft groups, Jewish Care and World 
Jewish Relief, to take on its operations and began selling off the homes. 

“We thought maybe those assets would sell for £8 to £10 million,” Mr. Mitchell said, equiv-
alent to $13 million to $16 million. “The last ones will be sold in a month, and I hope they 
will have raised a gross of £60 million,” or roughly $97 million, much more than expected. 
About 85 percent of that money is going to the organizations taking on Otto Schiff ’s services, 
and the remainder will be left in a foundation and spent out over the next fve years or so, 
Mr. Mitchell said. 

“We had an operational imperative to do this because of the maintenance requirements of the 
homes, but it also made sense because our client base was dwindling,” he said. In some ways, 
that is the argument Mr. Case makes for closing Malaria No More. Roughly 80–85 percent of 
the population at risk of contracting malaria had received bed nets and other interventions by the 
end of 2010, he said, and there has been a signifcant drop in mortality caused by malaria since 
2000. “It’s not just Malaria No More’s work, of course, but it does mean we are getting close to 
our goal,” he said. He said operating with the knowledge that the group would close had shaped 
how it operated and perhaps made it more effective. “It meant that we worked to increase public 
awareness of malaria as an issue rather than promote our brand,” Mr. Case said. “And it meant 
we didn’t have to worry as much about protecting the brand, so we could be edgier and think 
outside the box more.” 

What will happen to Malaria No More’s employees is perhaps Mr. Case’s biggest concern. 
But Martin Edlund, who has worked for the organization since its founding in 2006, said that 
he was more excited about the signifcance of its ending. “We talk around here about malaria 
being the frst great humanitarian success story of the twenty-frst century, and I comfort myself at 
night knowing that if I have that accomplishment on my résumé, I’m not going to have any trouble 
fnding another job,” he said. 

CONCLUSION 

The feld of social entrepreneurship creates a unique opportunity to continually inte-
grate, challenge, and debate many traditional entrepreneurship assumptions in an effort 
to develop a cogent and unifying paradigm. As the feld continues to mature, we look 
forward to seeing how social entrepreneurs mobilize and utilize existing resources to “cat-
alyze” innovations that address societal problems. The social entrepreneur of tomorrow 
will most likely not only fnd creative solutions, but also engage her or his own pre-existing 
knowledge and relationships to encourage stakeholders to take notice of these innovations 
and the impact they can have in driving long-term systematic change for broader social, 
political, and economic well-being. 
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VOICES FROM THE FIELD 

An Interview with Adlai Wertman 

Adlai Wertman is David C. Bohnett Professor of Social Entrepreneurship, the Founding 
Director, USC Marshall Brittingham Social Enterprise Lab, and Academic Director, Mas-
ter of Science in Social Entrepreneurship, USC Marshall School of Business. 

Q: After almost 20 years of a lucrative career on Wall Street, what led you to the social 
impact space? 
Well, it actually wasn’t a sudden move, though many would guess/assume that. My whole 
life I had a strong feeling that I would end up working to make sure the world was fairer, 
which stemmed from an awareness of the privileges I was born with. My advantages were 
not economic––I was born to a working-class family in Queens, New York. My privilege 
was being born a white male in the US with access to great education; that was purely 
luck, it wasn’t something I earned. It just seemed to me that it was unfair if the result of 
these born advantages was simply maximizing personal income, doing work that I truly 
found absolutely meaningless. Rather, I wanted to devote the rest of my life to helping 
those who weren’t born with such a giant leg-up in life. That said, I am an extremely hard 
worker with a competitive Type-A spirit. So, I quit investment banking and began what so 
far has been a 20-year career in social impact. 

Q: What inspired and motivated you to start one of the frst social entrepreneurship pro-
grams in the world ? 
My frst social impact job was serving as CEO of Chrysalis, the only nonproft in Los Ange-
les devoted solely to transitioning individuals out of homelessness and extreme poverty 
through employment. Two social enterprises are a major part of Chrysalis’ model: The 
street-cleaning business and temp agency both serve a large portion (nearly 40 percent) 
of Chrysalis clients who need transitional jobs before they’re ready to secure and retain 
employment on their own.These are folks who typically have a very long history of unem-
ployment, or have been “de-socialized” from living on the streets or in prison for extended 
periods. No employer is going to give them their f rst job. 

These social enterprises are very successful on two fronts. Programmatically, they result 
in a very high percentage of clients securing their own jobs after an average of six months 
working for Chrysalis. Financially, the enterprises grew signifcantly over time. In fact, 
their total revenue in 2018 was well over $20 million. And since inception, many thou-
sands of clients have successfully worked in these enterprises. 

While working at Chrysalis, I kept running into two problems. First, whenever we 
advertised for people to work in our social enterprises, we kept getting applications from 
social workers and policy experts. And while we had lots of employees with those educa-
tional backgrounds doing phenomenal work in the traditional nonproft side of Chrysalis, 
we needed additional sets of skills to work in the social enterprises.We needed people who 
knew logistics, operations, customer service, sales, liability management, and so on. These 
are jobs that require a business education. 

https://enterprises.We
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The second problem I observed was the vast majority of professionals working on 
homelessness, for example, also had social work and public policy educations. While these 
perspectives are critical to solving these wicked problems, I felt strongly that they should 
not be the only ones involved. If universities are doing our jobs, we are not teaching 
dates and formulas. Rather, we are teaching a particular discipline’s methodologies and 
paradigms used to address problems. Engineers, chemists, historians and flmmakers, for 
instance, each learn their own approaches to problem-solving. And since I am a believer 
that heterogeneous groups always produce more creative results than homogeneous ones, 
I wanted to add more academic disciplines to the social impact world. To be clear, I don’t 
think any of the disciplines I listed are any better than social work or policy, but I do think 
they should all have a seat at the table. My discipline was business, and that is the one 
I wanted to bring to these challenges. 

And I quickly realized that a major reason for the dearth of business-trained candidates 
was the vast majority of business schools had nothing to support students who wanted to 
use their degrees for social impact. So I decided to become a professor and start the Brit-
tingham Social Enterprise Lab at the University of Southern California’s Marshall School 
of Business––to teach students the business skills required to make a social impact and 
support them as intensely as traditional business schools do fnance or marketing students. 

Q: What do you believe are the prerequisite skills that the next generation of social entre-
preneurs needs? 
A social enterprise must be successful as a business in order to accomplish its social impact 
goals. As such, the next generation of social entrepreneurs should have, to the extent 
possible, strong business training. There is no difference in marketing, accounting and 
strategy skills, for example, between a business that has a social mission and one that has 
a prof t-only mission. 

Instead of teaching a few rudimentary business classes in a social impact program out-
side of a business school, I want students trained the same as any other business student, 
but within the context of applying those skills in a social enterprise setting. 

Q: What do you see as an emerging social problem that will have to be addressed in the 
not-too-distant future? 
For all of the millions of refugees who have been displaced as a result of wars and unrest, 
they will be outnumbered by hundreds of millions of climate refugees. Rising water lev-
els and temperatures, droughts, and changing weather will disproportionately impact the 
poorest populations. Limited food and water already impact millions, and the environ-
mental issues will only serve to exacerbate those issues, among many more. The World 
Bank predicts nearly 150 million climate migrants by 2050, and many estimates are much 
larger. We will need to fgure out how to manage and help these populations on a scale we 
haven’t seen before. 

Q: What recommendations and insights do you have to anyone wanting to embark on a 
career in our space? 
Start your career in a position as close to the problem as you can manage. If you want to 
help the homeless, get a position as a case manager. If you want to help the environment, 
get a job cleaning the beaches. If you want to address educational inequities, spend time 
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teaching in under-resourced schools. And then, listen––let the folks experiencing the issue 
tell you the details about what they face. Learn about the challenges frst-hand. Don’t 
believe that you know how to solve a problem because you took a class.These are people’s 
lives at stake. Do the hard work before you intervene. 

Q: Three words that describe you? 
Intense, empathetic, and strategic. 

QUESTIONS FOR “CONNECTING THE DOTS” 

1 Given the number of possibilities and innovations for solving many of society’s most 
pressing problems, what solutions in your own community would make the most 
immediate social impact? 

 2 Provide several examples of bricolage behavior from your own experience.
 3 Provide examples of “catalytic” innovations from profles of social entrepreneurs. How 

is their work “catalytic”? 
 4 Consider one of the future trends in social entrepreneurship.Which of the innovations 

resonates with you? Why? 

Case Study 14.3 

The World Resources Institute’s New Ventures 

New Ventures is the World Resources Institute’s (WRI) center for environmental entrepreneurship, 
providing business development services to small and medium-sized enterprises (SMEs) in emerg-
ing environment-related markets. New Ventures addresses the key barriers to “green” entrepre-
neurial growth by building in-country support networks for environmental enterprises, increasing 
the pool of available and invested capital for these enterprises, and strengthening a global net-
work that facilitates business linkages and knowledge sharing among environmental enterprises. 
WRI believes that environmental SMEs will play an important role in developing sustainable busi-
ness, and its New Ventures program seeks to expand the potential of these enterprises in six key 
emerging markets including Brazil, China, Colombia, India, Indonesia, and Mexico. These coun-
tries are home to 46 percent of the world’s population, are responsible for 12 percent of its GDP, 
and house 25 percent of the protected biodiversity areas on the planet. The six Local Centers are 
recognized as premier centers for environmental enterprise development in their local markets. 
New Ventures addresses the challenges faced by environmental SMEs in these six countries and 
supports their growth by: 

 providing business advisory services; 
 connecting enterprises to investors that can provide growth capital; 
 facilitating access to global markets and buyers; 
 building a global platform to create effciencies for SMEs to learn from each other; 
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 creating a strong local support community to help take business models to scale; 
 driving more fnancial capital into environmental SMEs by addressing barriers to investment. 

Since commencing operations, New Ventures at WRI has: 

 directly supported the business development of over 255 environmental SMEs; 
 facilitated the transfer of over $203 million in SME investment; 
 established six Local Centers with robust in-country presence and knowledge; 
 expanded expertise in key sectors, including clean energy, water, sustainable agriculture, 

and green transport solutions; 
 raised the profle of environmental SMEs in global and national media such as the Financial 

Times, the Los Angeles Times, CNN International, BBC Mexico, and Hindustan Times. 

One of the companies that New Ventures works with, Vidrios Marte, was the frst to bring technol-
ogy for energy-effcient glass used in construction to Mexico. The company has succeeded in both 
saving energy—the glass it manufactures reduces energy consumption by up to 40 percent—and 
building a strong business model, with sales tripling over the past fve years. Vidrios Marte is also 
currently recognized as one of the “best places to work” in Mexico. 

Maraton Kencana, another company in WRI’s portfolio, produces boutique furniture and acces-
sories from natural raw materials such as coconuts, sea shells, and banana bark that have been 
discarded as waste by other industries. By using these materials, Maraton Kencana avoids using 
wood from Indonesia’s endangered tropical forests while simultaneously reducing its materials 
costs. The company provides employment for over 150 local people, and has expanded into 
markets in Europe, South America, and the United States. 

Future Strategy 

Objective 1: Build and scale in-country support networks for environmental SMEs in key emerging 
markets. New Ventures has successfully engaged strategic partners and stakeholders to build a 
strong support community for SMEs with high growth potential and positive environmental and 
social impacts. In-country activities include: 

 establishing coaching networks to mentor companies in business development; 
 creating investor networks to provide access to capital; 
 building the operational capacity of the six Local Centers to offer customized and ongoing 

business mentoring services for enterprises at various stages of development; 
 engaging institutional buyers to understand the potential for creating new markets and sup-

ply-chain demand for environmental products and services. 

New Ventures’ Local Centers will continue to identify and select environmental SMEs that combine 
high growth potential with benefts to the community and the environment. Enterprises chosen for 
the New Ventures portfolio receive a minimum of 40 hours of business mentoring and training 
services that assist the entrepreneurs in developing materials such as a business plan, PowerPoint 
presentations, and a one-page profle. 

Local Centers will also work to build and strengthen in-country networks and partnerships 
that support the growth of the environmental SME sector. These networks include stakeholders 
such as investment funds, fnancial institutions, business incubators, universities, and government 
agencies. New Ventures Mexico, the oldest and most mature Local Center, currently has the 
Sustainable Minds Network for business mentoring and Las Paginas Verdes, a green business 
directory. New Ventures Mexico works closely with the Secretary of the Economy on public 
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policy to allow for the growth of environmental SMEs, and also sustains relationships with a 
number of local funds and investors. 

Objective 2: Increase investment in environmental SMEs to create viable enterprises provid-
ing products and services for tomorrow’s consumers, institutional buyers, and MNCs. The frst 
component of this strategy focuses on facilitating investment in individual companies within the 
New Ventures portfolio on both a local and a global level. On a local level, New Ventures will be 
showcasing selected New Ventures enterprises in the six countries of operation through in-country 
investor events or forums and meetings. On a global level, New Ventures will be creating and 
launching a “New Ventures Global Portfolio” composed of specifc companies from the six New 
Ventures countries with strong fnancial performance and with the potential to raise capital from 
international investors. New Ventures DC will proactively showcase the “Global Portfolio” to 
global investors. Through the formation of a “Global Portfolio,” New Ventures will develop a stron-
ger case for approaching global investors as a means to increasing the pool of available capital. 

The second component of this strategy focuses on increasing capital flows to the environmental 
SME sector as a whole. Three initiatives, focused on New Ventures’ six countries of operation, are 
intended to provide investors with information and mechanisms to help them make better invest-
ment decisions and channel more funds into environmental SMEs. The target audience includes 
“direct” investors in SMEs, such as local banks, development organizations, and angel and ven-
ture capital frms, as well as “indirect” investors: those investing in funds that invest in SMEs, such 
as institutional investors and multilateral development banks. New Ventures has three main focus 
topics: 

 research: analyzing the investment potential of key environmental SME sectors and the bar-
riers to their growth; 

 investment strategies: working with fnancial institutions and investors to pilot innovative 
fnancing mechanisms to support environmental SMEs; 

 metrics: developing sector-wide tools and standard metrics to enable environmental SMEs to 
inform investors of their fnancial, environmental, and/or social potential and performance. 

Objective 3: Strengthen the global New Ventures network to share best practices and develop 
business partnerships among environmental SMEs. In the frst ten years of operation, New Ven-
tures concentrated on launching its enterprise acceleration centers in six of the world’s most vibrant 
emerging economies. Going forward, New Ventures recognizes the importance of leveraging 
this global presence along with the insights gained throughout its ten years of operation to create 
dynamic opportunities for South–South and North–South collaboration. It will facilitate sharing 
of best practices between entrepreneurs, investors, and other organizations (NGOs, universities) 
through global or regional forums with the aim of creating business partnerships or valuable deals 
between entrepreneurs and investors or buyers. 

Source: Interview with Ella Delio, Global Director, 
New Ventures, World Resources Institute. 

THOUGHT QUESTIONS 

1 Critique the business model of New Ventures’ program. What are the potentials and 
risks associated with the six markets New Ventures is in? 

 2 In what ways can New Ventures further scale in-country support networks for envi-
ronmental SMEs in key emerging markets? 

 3 How can New Ventures attract additional investment in environmental SMEs? 
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4 Recommend a variety of ways that New Ventures can disseminate best practices and 
develop business partnerships among environmental SMEs. 

NOTES 

1 This Voices from the Field is by Jenna Wortham, used with permission. Retrieved from http://www.nytimes. 
com/2010/11/30/technology/30jumo.html?_r=1# (accessed November 30, 2010). 

2 Case Study 14.1 is taken from “In TOMS shoes: start-ups copy ‘one-for-one’ model” by Kristi Oloffson, used 
with permission. Retrieved from http://online.wsj.com/article/SB10001424052748704116004575522251507 
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