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social venture into a viable enterprise that has greater potensial for becoming
sustainable and successtul. Helm offers a thorough explanation of the process of
business planning for social ventures, including how nonprofits can use the
concepts and practices of business planning to effectively operationalize their
visions for community service and impact,

Each of the tast four chapters in this part of the Hendbook explains a specific
element of the larger process of leading and managing a nonprofit organization,
including how each links 1o longerterm ronprofit success. In Chapter Thirteen,
Brenda Gainer explains nonprofit marketing, the discipline that enables us to
understand how to effectively develop and manage relationships and engage in
the exchanges that every enterprise (nonprofitand for-profit) must develop with
its key constituents, clients, and stakeholders to survive. Gainer describes the key
elements of nonprofit marketing and explains the most important ways in which
nonprofits can use marketing concepts and practices to advance their impact.

One of the most important and underutilized of exchange relationships in
the nonprofit world is that of advocacy, In Chapter Fourteen, Marcia A. Avner
explains the advocacy process, including but not limited to the practice of lobby-
ing, and discusses the most effective approaches that nonprofits can employ to
engage constituents and exercise influence in governmentaf policy processes to
have an impact on legislation and policy that will affect their work and, often,
their clients’ Jives. In Chapter Fifteen, James E. Austin and M. May Seitanidi
offer a new perspective on coltaboration and how nonprofits can understand and
develop valuable collaborative relationships and alliances—alliances that have
the greatest potential for generating additional benefit and impact for all pare
ners. In & wortd where it takes collaborative and collective action to achieve some
of the most important of social outcomes, Austin and Seitanidi’s framework ofters
usefut guidance for how to assess and develop the most productive and valuable
options.

Of course, the press for nonprofits to show that the work they and their
programs do makes a difference requires that nonprofit leaders and managers
understand how to assess and communicate about the performance and impact
of these programs. With the widespread and growing demands for nonprofits
to be highly accountable and provide evidence of performance {as Ebrahim dis-
cusses in Chapter Four), nonprofit organizations must develop and maintain sys-
tematic ways to analyze and report on program and organizational effectiveness,
and this work is addressed in the final chapter of Part Three, Chapter Sixteen
by John Clayton Thomas. Program evaluation represents work at the intersec-
tion of management and accountability. Thomas explains the core principles of
program evaluation, offers guidance for how nonprofits can most pragmatically
assess program eftectiveness and results, and discusses the basic approaches that
agencies often employ to assess outcomes and evaluate programs.

CHAPTER ELEVEN

SOCIAL ENTREPRENEURSHIP AND SOCIAL
INNOVATION*

Matthew T. A. Nash

What business entrepreneurs are to the economy, social entrepreneurs are to social -
change, They are the driven, creative individuols who question the status quo, exploit
new opportunities, refuse to give up, and remake the world for the better.

DAVID BORNSTEIN, HOW TO CHANGE THE WORLD: SGCIAL ENTREPRENEURS
AND THE POWER OF NEW IDEAS

ew concepts in the social sector have caught on as quickly and have captured
Fthe imagination of so many, or have been the subject of such intense debate,
as has social entrepreneurship, For the first time in human history, within just a
few keystrokes an a computer and from the embarrassing comfort of our homes,
we have the ability 10 witness the horrors of widespread hunger, intraciable
and epidemic disease, gripping poverty, entrenched conflics, global climate
change, unimaginable natural disasters, and inevitable economic turbulence antd

"1 am indebted for the definidon of social entrepreneurship and for the formula‘tion of
much of the material on social entrepreneurship theory o my colle:agu& the lme‘j. Gregory
Dees, who was professor of the practice of social entrepreneurship aqd fofxm.‘h‘ng facullty
director of the Center for the Advancement of Social Entrepreneurship (LAS]:)‘ al Dul\e‘
University's Fuqua School of Business, and who was 'widely recagnized as .Lhe pioneer oi
social entrepreneurship research and education. This chapter Flraws hc;m']y on .hlS waorl

and that of our current and former colleagues at CASE, especially Paul N. Blaom, Beth
Battle Anderson, and Catherine Clark.
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dislocation. Against this sobering backdrop have emerged a new generation of =

TR )
social entrepreneurs™—those some have called “new heroes” (Byker, Stuarg
Cohen, et al., 2005 ¢ SOHTE - tess. X
: , 2003} or “unreasonable people,” possessed of a relentless drive o
pioneer breakthrough approaches o some of the world’s most pressing problems

{Elkington and Hartigan, 20083, Many of these social entrepreneurs draw upon

and adapt principies, practices, and models from the business world b]urring '
R :

the traditional boundaries between the public, private, and social sectors

Although the concept of social entreprencurship started o gain serioys -

attention in the mid-1990s, the field has gained the momentum of a soci]
mover.nent aver the past ten vears. Social entrepreneurs have garnered public
attention as recipients of prestigious prizes such as the MacArthur “genius
awards,” the Presidential Medal of Freedom, and even the Nobel Peace .
and stories about social entrepreneurs now appear regularly in newspapers angd
magazines such as The New York Times, The Eronomist, and the Financial- Tirmes,

B.y many accounts, David Bornstein's 2004 book, How to Change the Werld: Socin] .
Entreprenewrs and the Power of New Idens, and his subsequent focus on “solutions B

Journalism™ may deserve the greatest credit for inspiring the public’s admiration
of these social innovators. - '

Since the first known course on social entrepreneurship was offered :

by J. Gregory Dees at Harvard Business School in the early [990s, scores of
other uaiversities have offered courses or started research initiatives on sociaf

f:.ntrepreneurship. Networks such as Ashoka's Changemaker Campus Consor-
tiurmn bring together faculty, administrators, and faculty 1o share promising
practices in education and research, New academic journals such as the Stanford
Social novation Review, Innovations (MIT) and the Journal of Social Entrepreneur-
sf.tz‘[) (Oxford) have emerged to provide a much needed forum for academic

discourse. Numerous innovation competitions have emerged to challenge

college students to pursue innovative solutions 1o social probiems, such zs the .
!—iuil Prize, Berkeley Big Tdeas, VentureWell, and the Clinton (lobal Initiative

L“niversily program, and new kinds of student organizations such as Net Impact,

Compass Fellows, StartingBloc, and Design for America inspire their young

members 1o pursue careers that achieve a social and environmenzial impact in

addition o financial returns.

As some social entrepreneurs experiment with business models thai aim
to achieve a “blended value” of social, environmental, and economic tmpact,
entirely new forns of corporate structure are being advanced, such as the..
“community interest company” in the United Kingdom, the “social business” .
proposed by Muharsmad Yanus, and rhe Iow~proﬁt limited Liability company .
(L3C) and far-benefit *B corporation” in the United States. ’ '

Prize; -
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The embrace of social entrepreneurship has crossed boundaries into the
business seciot, where a growing number of companies engage in partner-
ships with social entrepreneurs—some as a more fundamental approach to
philanthropy and “corporate citizenship” that is strategically aligned with their
corporate missions and values, some as a strategy to develop new business models
and access new markets at the base of the economic pyramid (Chesbrough,
Anern, Finn, and Guerraz, 2006), and some to pursue other oppertunities
that may generate social and economic value (Austin, Leonard, Reficco, and
Wei-Skillern, 2006).! Rising social entrepreneurs regutarly rub elbows with top
corporate executives and government leaders at the World Economic Forum
at Davos,

Perhaps the most influential vote of confidence in the promise of social
entrepreneurship came from President Barack Obama, who established in 2009
the White House Office of Social Innovation in fulfillment of a campaign pledge
o identify the most promising, innovative, results-oriented social innovations
and support their replication across the country. Committed to investing in
“what works,” the Office, in partnership with the Corporation for National
and Community Service, launched in 2010 the Social Innovation Fund wo
deliver growth capital needed to enable programs with demonstrated results
to scale their impact. Under the Obama Administration, agencies across the
federal government embraced social entrepreneurship, innovation, and human
centered design, with exemplars such as the Investing in Innovation Fund at the

Department of Education and the Global Development Lab at the U.S, Agency

for Internaticnal Development.

Social Entrepreneurship Is Responding
to the “New Realities”

For those who believe that social entrepreneurship represenis an important new
lens through which to view social change, these developients are encouraging,
perhaps even exhifarating. However, the concept of social entrepreneurship did
not arise in a vacuum.

One important historical shift that may be contributing to the ascent of social
entrepreneurship, at least within the United States, is a widespread recognition
of the limits of wp-down government solutions to social problems. In the social
sector, philtanthropy and development aid continue to move away from simple
charity and toward meore pragmatic, results-oriented strategies, perhaps driven

in turn by an engaged citizenry that increasingly demands lasting solutions.
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What Is Social Entrepreneurship?

The concept of “social entrepreneurship” is relatively new
1P - 2 y !
arguably has been around for a very long time
definition is open to debate.

even if the practice

" As with many new concepts, irs -

e P . Different people and organizations use the term dif.’
: Y. and the number of academic definitions escalates each vear as sch
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Reviewing the development of the field of social entrepreneurship, D

and 'Anderson trace the evolution of two major schools of thoulit :e; :
practfce—sucm! enterprise, which tends to focus on the application of iu i "
practices in the social sector, including the generation of earned reven?:ets:
which i rstablishi

‘r.mwr.f and more effective ways to address social probl;izc(l)}rsi:ez?s;:fljzizgf
‘f’\i’]‘lll(‘. these schools are often conflated in popular discourse thre' ref]ec; :
different perspectives, priorities, and, to some extent, values. A,t [iznis their
proponents have been at odds. But both schools have been critical to the ’
of the fietd of social entrepreneurship” S

serve a social mission, and social innovation,

growth
(Dees and Anderson, 2(H)6, p. 41).
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'fhe social Enterprise School of Thought

Typifying the “social enterprise schoal” of thought are those who subscribe to
[he conventional definition of entrepreneurship as the act of starting a business.
Indeed, the Merriam-Webster dictionary online defines “entrepreneur” as “one
who organizes, manages, and assumes the risks of a business or enterprise” (www
_merriam-webster.com}. Columbia Business School Professor Amar Bhide con-
curs: “Following common usage, I cal! individuals who stast their own businesses
elirepreneurs. Theorists attribute a variety of functions to entrepreneurs, such
as coordination, risk-taking, innovation, and arbitrage. . .. 1 refrain from debating
which of these roles are truly ‘entrepreneuriat™ (2000, pp. 25-26).

The rise of social enterprise in the 1980s and 1890s came about as a result
of an increasing interest aong nonprofit organizations in finding new sources
of revenue to supplement donor and government funding, as well as by a desire
among some business executives to promote the provision of human social
services by for-profit companies (Dees and Anderson, 2006}, An imporiant
emphasis among adherents of the social enterprise school s the blurring of the
lines between the business and social sectors, ofien through experimentation
with market-based solutions to social problems that seek to align economie and
social value creation. One example is the Jaunch of earned revenue ventures,
both mission-related enterprises that aim to create sociat and economic value
and enterprises unrelated to the mission and with the main purpose of making

money o subsidize more direct social purpose activities.

The Social Innovation Schoot of Thought

Although it may be commonplace to think of an entrepreneur as someone wha
starts and runs a business, many scholars contend that the definition of social
entrepreneurship should be grounded in 2 more rebust interpretation draw-
ing upon the rich tradition of scholarly research and writing on the concept of

entrepreneurship.

The Nature of Entrepreneurship. The term entreprensur was first introduced in
the 18th Century by French economists, who drew upon the word entreprendre
from Old French, meaning “to uadertake.” According to Jean-Baptiste Say
{180%), “entrepreneurs” are value creators who shift resources from areas
of lower into areas of higher productivity and vield. Although the precise
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definitions of the terms entreprenewr and entrepreneurship have been deb.

ever since, these terms have almost always been reserve aed
context. Writing in the first half of the 20th Century,
Joseph Schumpete :

d for the businesg
Austrian economijgy

creating funcrion through innovations, the carrying out of “new combinationg®
(pp: 65-66), including the creation of a new good or service as well as pro-
ducing and delivering an existing good or service in a2 new

way Or to a ne
market. Schumpeter declared; “the .

- 8¢ function of entrepreneurs is to reform or
revolutionize the pattern of production” {p. 132)

More rece i an: 3 :
ily, leading management scholar Peter Drucker pointed oyt

ths 3 NSt : : }
atl entrepreneurs constantly search for and exploit the opportunities created

by change {in technology, consumer preferences, social norms, ew,) (
5 , ‘
1985). Put another way, entrepreneurs have a mindset that sees the

! ossibiliti
rather than the problems created by change, : i

: ‘ Howard Stevenson carried this
idea further, observing that entreprencurs pursue these opportunities without
being limited by the resources they have in hand; instead, e
mebiize resources from others to achieve their abjecti st

es {5t .
Gumpert, 1985). ves {Stevenson and

Although these scholars were writing about business entrepreneurs, their

theories—and the skills, practices, and mindset of an entrepreneur—apply

equally as well i social § - i i
qually as well in the social sector. In this way, a social entrepreneur can be

thought of as one type of entrepreneur. Simply put, social entrepreneurs
are . D - :

eljltrepreneurs whose “business” (or mission) is 1o achieve socjal impact,

A business entrepreneur may seek to create economic value for private benefit

: s

whereas social entrepreneurs seek ahove all to create social value for the benefit

of society; they measure their productivity in terms of social impact and seek a
social return on investment, ~
Social innovation. Proponents of the “social
that social

innovation schoo!” assert
enrepreneurs combine the opportunity orientation identified
by Drucker, the innovation as revolutionary change agents as described by
Shumpeter, and create value through new and better ways of doing things
as described by Say, although the value that the social e ,
create and sustain is social valie. According 1o this view,
are individuals who reform or revolutionize

ntreprencur seeks to
social entrepreneurs
' i the patterns of producing social
value, shifting resources into areas of higher yield for the benefit of societ

Adherents 1o the social innovation schoal do not restrict the #
social entrepreneurship to the nonprofit secior. Instead, the

form of incorporation—nanprofit, for profit, cooperative

ir definition of
selection of legal
or hybrid—is scen

1 (1934) suggested that entrepreneurs perform their vatye.

Drucker,

ntrepreneurs
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as an important actical decision that the social entrepreneur must make when
crafting the strategy for attracting resources and when considering various
restrictions associated with each form of incorporation.

In a similar spirit, and building on the scholariy literaiure on entrepreneur-
ship, in the widely cited “The Meaning of Social Entrepreneurship” (F998b, rev.
2001}, Dees elaborates on the proposition that social entrepreneurs play the role
of change agents in the social sector, seeking to create systemic changes and

sustainable improvements, by:

+ Adopting a mission te create and sustain social value (not just private value)
¢ Recognizing and relentlessiy pursuing new opportunities to serve that mission
» Engaging in a process of continuous innovation, adaptation, and learning

s Acting boldly without being limited by resources currently in hand

« FExhibiting a heightened sense of accountability to the constituencies served

and for the outcomes created

Social Entrepreneurship Is About Innovation and impact, Not Income

Having wosked in this field for a while, | am always delighted to find that pecple
are increasingly familiar with the term social entrepreneur. Too often, however, they
identify social entrepreneurship with nonprofits generating earned incomne. When the
Schwab Foundation for Social Entrepreneurship named Linda and Millard Fuller of
Habitat for Humanity and Wendy Kopp of Teach for America, among others, as out-
standing social entrepreneurs, it must have confused many people. Both organizations
are well known, but neither of them is known for its earned income strategies. They
rely heavily on grants and donations. In fact, these social entrepreneurs are master-
ful at attracting philanthropic donations. What makes them entrepreneurial is that
each of them has pioneered creative ways of addressing social problems and mar-
shaled the resources te support their work. Habitat mobilizes volunteers to build
affordable houses for the poor, Teach for America recruits talented college gradu-
ates to teach in economically distressed schools. Schwab was fotlowing a view long
endorsed by Bifl Drayton at Ashoka that social entrepreneurship is about innova-
tion and impact, not income. This view is well grounded in entrepreneurship theory
(see my gaper on “The Meaning of Social Entrepreneurship” [Dees, 2001]) but not
sufficiently.

Despite efforts to spread an innovation-based definition, far toe many people still
think of social entrepreneurship in terms of nonprofits generating earned income. This
is a dangerously narrow view. It shifts attention away from the ultimate goal of any
self-respecting social entrepreneur, namely social impact, and focuses it on one partic-

ular methed of generating resousces. Earned income is only a means to a sociai end,




302

The Jossey-Bass Handbook of Nenprofit Leadership and Management

and it is not always the best means. it can even be detrimental—taking valuable ta

an.d energy away from activities more centrai to delivering on the organization? : e_nt
mission. Though it is very popular right now, it is just one funding strateg ;r:)c'a‘
many and must be assessed on a case-by-case basis. The key is findin e
strategy that works. 9% fesource

Focusing on earned income leads people to embrace the problematic idea of 5

results.. No amount of profit makes up for faifure on the social impact side of
equatn.)n. Any social entrepreneur who generates profits, but then fails to cD o
them into meaningfu! social impact in a cost-effective way has wasted Va?ﬂ\';ﬂ
resources. From a management point of view, the financial “bottom fine” is ce:a' N
important, but it is not on the same level as social impact. Social entrepr —
.have only one ultimate bottom line by which to measure their success 15 -ene'-”'“s
mtende.d sociat impact, whether that is housing for the homeless, a clean;ar . 'the“
ment, improved access to health care, more effective educatior;, reduced :;‘:":{;—
g

improvement,

incorl:iar;‘y acglwtles that generate earned income are not entrepreneurial at all, Earned
e de~ as become commonplace. In fact, if refigious congregations are excluded
ned income has exceeded donations as a source of funds for public charities ir;

private schools charge tuition; performing arts groups sell tickets; many muse

charge admission and often have gift shops in their tobbies. No 0;1e thizks of tI:J:‘S
prac.uces as examples of "sacial entrepreneurship” even though they alfl involve "
erating earned income. It would be absurd to give a sociat entrepreneurship avs?:rz-

earned income. from patient fees and the record profits at its gift shop and parking
garage. Yet, this would be a logical implication of taking earned income as the yard-

and may not be correlated with high levels of social impact,

Any forzjn of social entrepreneurship that is worth promating broadly must b
fﬂbout establishing new and better ways to improve the world. Sacial entr)f(e reneuri
|mp|§ment innovative programs, organizational structures, or resource sfrat i
tha.t increase their chances of achieving deep, broad, Ias'ting and cost-effeigtfi\?:
social !mpact. To borrow from |. B. Say, the eighteenth centur;/ French economist
w.ho first popularized the term entrepreneur, they shift resources into areas of
higher _productivity and yield. Habitat persuades volunteers to shift their tme from
recreational activities to building a house. Teach for America persuades bright college
gradu'ates who did not major in education to devote two years of theirgcareers ?o
teaching in schools that have a difficult time finding teachers. This resource-shifting

double bottom line.” Profits should not be treated with equal importance to social |-

protection of abused children, deeper appreciation of the arts, or sorme other social |:

the United States for many years now. Hospitals charge fees for medical services; |-

for instance, to a major hospital simply because of its extremely high percentage of .

stick of social entrepreneurship, High fevels of earned income are often not innovative | -

functian is essential to progress. As Peter Drucker {1985) has said, “What we need
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is an entrepreneuriai society in which innovation and entrepreneurship are normal,
steady, and continuous.”
Of course, some exciting forms of social entrepreneurship use earned income
strategies to achieve social impact. We should encourage social sector leaders to
explore innovative financial strategies that make their organizations more effective
in serving social needs white leveraging social assets. Creative efforts to harness busi-
ness methods to serve social objectives are often entrepreneurial in the best sense of
that term. Consider Grameen Bank that was built around an innovative approach of
using peer groups to improve the economics and effectiveness of micro-enterprise
lending as a tool to fight poverty in Bangladesh. Or consider Delancey Street Foun-
dation, a residential community of hardcore substance abusers in San Francisco that
runs several businesses 1o provide productive employment to community members
and generate funds for the organization. These are powerful examples of how sociaf
sector leaders can blend business methods with social objectives. What makes them
entrepreneurial is not the source of income, but their innovations and their impact.
Earned income ventures are socially entrepreneurial only when they have a social
purpose beyond simply making money. If social entrepreneurship is to be distinctive
in any way, it must be because social objectives matter in how the venture is organized
and managed. If the only way a veniure serves your mission is by generating funds,
it may be business entrepreneurship, but it is not social entrepreneurship. If | start
a bakery to make money that will be used to support my sailing hobby, we do not
call the bakery a “sailing venture.” Likewise using the proceeds of the bakery for a
social purpose does not make it into a “social” venture. It is a social venture only
i social considerations are integrated into its objectives and management. A purely
moneymaking venture can be managed using straight business principles. it makes
no difference if the owner intends to use the cash generated by the venture to buy
a bigger sailboat or to serve the homeless. True social ventures often require a more
complex skill set than straight business ventures.
Only if we can embrace a definition of socia) entrepreneurship that focuses on
innovation and impact can we put funding strategies in their proper perspective.
tt is not surprising that people are drawn to the earned income definition of social
entrepreneurship. Resources are scarce and social needs are great. Everyone wants
to explore new avenues for generating resources and earned income seems promis-
ing. Unfortunately, some social sector leaders appear to be more concerned about
attracting resources and sustaining their organizations than they are about assessing,
sustaining, and improving their social impact. They assume they are doing a great job
on the social side and that they deserve the additional funding, often without much
systematic evidence. These are risky assumptions. Finding ways ta sustain organiza-
tions that are not cost-effectively delivering social value is a terrible waste of energy
and resources. Social sector leaders should look for creative resource strategies that
enhance their impact, rather than simply sustain their organizations. By embracing a

definition of social entrepreneurship that focuses o innovation and impact, we can
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1
assure that social objectives are taken seriously in the entrepreneurial process. in the

end,. social entrepreneurship must be about creating social value, not simply aboyt
making money. >

|. Gregory Dees, Adjunct Professor and Faculty Director, Fuqua School of Business Center for the
Advancement of Sucu?l Entrepreneurship (CASE), Duke University. This article originally appeared
on The Skoll Foundation’s Social Edge in Septernber 2003, It is reprinted here by permission

The Imperative of Systemic Change. One important tenet of the social innova-
tion school is that social entrepreneurship aims to effect large scale, sustainable
and systemic change. Writing in the Stanford Social Innovation Review in 2007
Maniﬂ and Osberg argued that social entreprencurship is characterized by three’
fundamental components; J

¢ ldeutifying a stable but inherently unjust equilibrium that causes the exclu-
s‘i(m. marginalization, or suffering of a segment of humanity that lacks the'
financial means or political clout to achieve any transformative benefit on i(s.
own :
¢ ldentifying an opportunity in this unjust equilibrium, developing a social.
value proposition, and bringing to bear inspiration, creativity, direct action
tourage, and fortitude, thereby challenging the stable state’s hegemony )
¢ Yorging a new, stable equilibrium that releases trapped potential or alleviates
the suffering of the targeted group, and through imitation and the creation
of a stable ecosystem around the new equilibrium ensuring a bester future for’
the targeted group and even society at large (p. 35)

‘ Martin and QOsberg draw a strong distinction between social enirepreneur-
s!np‘ and two other forms of social engagement—social activism and social
service provision—noting that the former is an indirect form of social engage-.
ment and asguing that the latter dees not set out to achieve and sustain a new .
equilibrium. {see Figure 11.1). Acknowledging the distinctive value that each
form of social engagement brings to society, Martir: and Osberg note that soctal ‘
activists, social service providers, and social entrepreneurs may borrow and
adapt one another's strategies and develop hybrid models,

» ‘Fhe emphasis on transformational sysiems change, at the core of this def-
inition of social entrepreneurship, has long been championed by Bill Drayton, :
who is arguabty the primary driving torce advancing the social innovation scflmoi
of thought. In 1980, Drayton founded Ashoka, the global nework of leading
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FIGURE 11.1. Pure Forms of Sociat Engagement

Direct

Nature
of Action

Indirect

MNew Equilibrium
Created and Sustained

Extant System
Muaintained and Improved
Outcome

Source: Martin and Osberg, 2007. Reprinted with permission.

social entrepreneurs, and he framed its mission to find and support “oustanding
individuals with patiern setsing ideas for social change” (Drayton & MacDonald,
1993, p. i). Setting a high standard for those who woutd consider themseives
social entrepreneurs, Drayton asserts: “The job of a social entrepreneur is o rec-
ognize when a part of society is stuck and to provide new ways to get it unstuck. He
or she finds what is not working and solves the problem by changing the system,
spreading the solution and persuading entire societies (o take new leaps. Social
enrepreneits are not content just w give a fish or teach how to lish. They will
not rest until they have revolutionized the fishing industry” (Leviner, Crutchfield,

and Wells, 2006).

Toward a Shared Theory of Social Entrepreneurship

it is easy to see how these poinis of difference can lead to significant confusion
over what “counts” as social entrepreneurship and what does not. Shared defi-
nitions will likely emerge from a give-and-take process among thought leaders
in 1he field and the media outlets that popularize the term. In order to propel
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this field forward, we must find definitional solutions that increase precision and
clarity while allowing healthy disagreements, respecting different perspectives,
Too broad a definitien will difute the focus of the communiry, but too narrow a
definition could exclude too many and result in a Reld that is “Loo special” for
manstream attenton.

A vibrant and diverse community of practice is emerging, including those
who embrace all the different definitions mentioned above. In order 10 maintain
the interest, commitment, and participation of key players, while also allowing for
academic discourse to advance the srate of knowledge within the ficld, we shonld
pursue a path forward that balances increased clarity with openness and respeci
for dhfferences and that frames this emerging field of inquiry in a way thar builds
upon the rich work of reflective practitioners and scholars “‘*‘1]0 have led the way
thus far.

For those in the field with a vested interest in resolving the confusions abour
definitions, CASE has suggested the following guidelines (CASE at Duke, 2008):

» Clearly distinguish “social en trepreneurship,” focused on innovation in
social value creation, from “social enterprise,” focused on the use of business
methods te generate incotne.

» For the foresecable future, define the community of practice und knowledge
to include both social entrepreneurship and social enterprise.

* Findavacabulary to distinguish the different forms of socially entrepreneurial
behavior (that is, to distinguish independent start-ups fed by one or mo
people from organizations engaged in finding innovative solutions ta social
problems) and the revolutionaries, aiming for major systemic change, from
the reformers, alming for more incremental Improvements.

¢ Recognize the importance and legitimacy of all these forms of entrepreneurial

behavior, and acknowledge that they have enough problems, concerns,

and passions in common 1o be part of a shared community of practice and

knowledge. l

Respect that it is healthy for key community participanss to focus their work

on forms of socially entrepreneurial behavior that they deem most important,

interesting, and a good fit for then.

These guidelines should allow for the development of a diverse and vibrant
communty with some critical mass but withour alt the confusion that currently
exisis in the fleld. Participants need to respect honest differences while working
together to help find new and better solutions 1o social problems.

.
\’\\
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As in many fields, consensus on a basic definition of the field may notemerge
for some time. However, the critical need for rigorous research and high-quality
teaching requires the field to make advances in the absence of full consensus.
Observing encouraging signs of convergence berween the two main schools of
thought, CASE proposes a way of framing this new field of inquiry that raises a dis-
tinctive set of intellectual questions that cut across disciplinary boundaries. Dees
and Anderson contend that the most promising arena for academic inquiry lies at
the intersection of social enterprise and social innovation, which they identify as
“enterprising sociat innovation, “defined as “carrying out innovations that blend
methads from the worlds of business and philanthropy 10 create social value that
is sustainable and has the potential for large-scaie impact” (Dees and Anderson,
2006, p. 50). This framing forces scholars and practitioners to acknowledge the
intimate connection between social and economic realities and the role of mar-
kets in the social sector. [ order to be considered ‘enterprising,” the innovation
must involve some business-inspired ¢lemenis, whether through the adaptation
of business methods to create or enhance social value, the operation of a
social-purpose business, or the formation of cross-sector partnerships” (p. 51).

This framing on ventures that blend business and philanthropic methods
has the potential to raise theoretically interesting questions and engage 2 broad
range of scholars working in diverse disciplines and domains. Setected areas of

academic inquiry could include:

» Aligning market dynamics with social outcomes

e Strengths and hmits of different economic strategies (philanihropic and
commercial)

» Role of different legai forms of organization

e Bias toward commercial market solutions

» Competitive advantage of social orientation

s Market discipline and accountabitity

+ Efficiency in the social sector capital markets

Observing the accelerating trend of blurring of the boundaries between the
public, private, and social sectors, Dees and Anderson call upon academics and
thoughrful practitioners to seek to understand better what may lie ahead For the
fietd of social enirepreneurship. “If we do not deepen our knowledge of these
kinds of approaches, we are likely to fumble around in the dark, making more
mistakes than necessary. Success will depend on a better undersianding of how
to effectively combine elements from the business world and the social sector,
and how 1o recognize the limits and risks. This arena is where we should focus
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most of our limited time and resources. Doing so will not only serve both schoo),

of thought and academia well; more importanty, it will be of great valye

society.” (p. 61) °

The Process of Social Entrepreneurship:
Creating Worthy Opportunities

Step 1:

All acts of entrepreneurship start with the recognition of an attractive OpPpPOL
tunity (Stevenson and Gumpert, 1985}, All entrepreneurs, whether business
or social entrepreneurs, Must uncover or create new opportunities through
a dynamic design process of exploration, innovation, experimentation, and
resource mobilization (Dees, 2007). The difference for the sOCia) entrepr(:_neur
is a.n.oppormnity worthy of serious pursuir must have sufficient potential for
positive social impact in order t justify the invesunent of time, moeney, and
energy required to pursue it serionsly. Social entrepreneurs must have the same
commitment and determination as a business entrepreneur, plus a deep passioﬂ
for the social cause, minus an expectation of significant financial gains.
» Drawing extensively upon the work of Gucl, Dees, and Anderson (2002)
in the following pages we will discuss a useful process framewark that sodai
em.rcpreneurs may use to guide the discovery or creation of such an opportunity,
This process is illustrated in Figure 11.9. :

Generate Promising ldeas

For entrepreneurs, whether business entrepreneurs or socia) entrepreneurs, the.
entrepreneurial jowrney begins with a promising idea. Although ideas conlmonly
have their roots in personal experience, in identifying, exploring, and developing
promising ideas, the social entrepreneur may zlso draw upon his or her under-
standing of social needs, social assets, and relevant changes in sociery. :

Personal Experience. Personal experience often motivates, inspires, or iui'orms:
the idea generation process. Not surprising, many successful new venture ideas
arise from the entrepreneur’s education, work experience, and hobbies {Vesper;
1979). Itis important to note that relevant experience does not have to be in the'
same field in which the new venture would operate. Sometimes experience and:

knowledge of practices in other fields can help the social entrepreneur see I
ways of doing things.
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FIGURE 11.2. The Opportunity Creation Process
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Step 1: Generating Promising ideas i

Source: Adapted from Guclu, Dees, and Anderson, 2002,

Dissatisfaction with the status quo often spurs entrepreneurial creativity,
prompting social entrepreneurs to Jook for new approaches to probiems and
frustrations they have encountered personally, witnessed among family or
friends, or seen on the job. Some social entrepreneurs point to a “moment of
obligation” a time when they were confronted by 2 problem or issue and realized
that they had to take action, whereas other social entrepreneurs undertake an
intentional, systematic search for a problem to address.

Social Needs. Sound entrepreneurial ideas respond to genuine needs. For busi-
ness ventures, these are unmet or poosly met consumer needs. Likewise, social
entrepreneurs would be wise to look beyond their personal preferences in the
search for promising ideas, basing them on an understanding of social needs,
gaps between socially desirable conditions and the existing reality. They rest on
some vision of a better world and are grounded in personal values, These values
can provide a sense of moral imperative that may serve as a powerful motivator
for social entrepreneurs and their ideas. Calling to mind the famous quote from
Robert Kennedy, social entrepreneurs are unwilling 1o settle for the status quo;
instead, they “dream of things that never were, and ask why not?”

Although the impetus for some ventures can be traced back to an accidental
discovery or serendipitous occurrence, an exciting development in the field of
social entrepreneurship has been the increasing ineorporation of the principles
and practices of human-centered design to identify needs and wants experienced by
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o How can we capisalize on recent changes to seize new opportunities for sacial
impact?

o How can we frame the root problems or underiying issues in a way that could
lead to solutions that are desirable, feasible, and viable?

e What have others already done to attempt to address these issues, and what

can we learn from those efforts?

Effective social entrepreneurs carry this orientation into the epportunity
development process, engaging in continuous innovation, adaptation, analysis,

and learning along the way.

Develop Promising ideas into Attractive Opportunities

The second step for the aspiring social entreprenewr is o convert an initially
appealing idea into a worthwhile opportunity, combining rigorous analysis with
creative adjustment as the social entrepreneur tests and refines the ideas through
a mixture of research, innovation, and action. The chances of success are sig-
nificantly increased if the envisioned social venture idea is grounded in a set
of plausible, testable hypotheses about the underlying theory of change and a plau-
sible business madel, consisting of an effective operating model describing the
activities, structures and systems required by the theory of change, and a viable
strategy for attracting the necessary human and financial resources required by
the operating maodel. The most atiractive opportunities have strong theories of
change and business models that fit with the ecosystem, or operating environ-

ment, and the personal characteristics of the social entrepreneur.

Theory of Change. As we have seen, social entrepreneurs are driven by a desire
to achieve results—10 create social value for their primary constituents or bene-
ficiaries, society, and the world. Underlying any promising new social venture is
a carefully conceived and testable hypothesis about how the venture will achieve
its intended social impact. Expressing the cause-and-effect logic by which the
venture’s operating model connects inputs, activities, and outputs (o generate
desired outcomes, this “theory of change™—also known as a “development
hypothesis” in the field of international development, and varicusly referred
to as a “social impact theery” or “theory of action”—is central 1o the venture’s
strategy and generatly embodies the arganization’s mission and values (Guclu,
Dees, and Anderson, 2002). The articulation of this theory linking action to
resutts should include a “convincing siatement of how program inputs will
produce a sequence first of intermediate and then ultimate outcomes, . .. and
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Business Model. In addition 10 a compelling theory of change, every worth-
while opportunity needs to be supported by a plausible business model. Every
venture—whether commercial or social-has an implicit business model that
indicates how the venture creates, distributes, and captures value. In many cases,
social entrepreneurs are most creative and add the greatest value in the design
of their business model—they employ a wide range of options for structuring
their ventures, acquiring capital, pricing their secvices, paying their workers, and
coming to terms with suppliers—ali in the pursuit of creating and maximizing
social value.

For the social entrepreneurial venture, the business model includes two key

elermnents:

1. An operating model that includes internal organizational structure, activities,
and external partnerships thac are crueial for creating the organization’s
intended impact

Q. A resource strategy that defines where and on what terms the organization will
acquire needed resources (financial and human capial, facilities, equipment,

supplies, technolegy, and other tangible or intangible resources)

These two elements of the business model work closely together to bring
the theory of change to life. In this sense, the business model is essentially the
conduit through which a social entrepreneur converls inputs into outcomes. It
determines the organization’s financial and talent needs, the extent and nature
of dependence on different resouree providers, and the efficiency with which
resources are converted into impact, which factors into the social return on
nyestment.

Regardiess of how effective an innovation is at achieving impact, the busi-
ness model must be “sustainable” over the period of time required to achicve
widespread, lasting impact. If the business model is not capable of being scaled
or replicated, widespread impact will be impossible to achieve. If the business
model is not aligned with the mission and intended impact of an organization,
the organization may be sustained and it may scale, but its ultimate impact wili
be undermined. This can even be a problem for for-profil social ventures that
discover their mission impact would be better served through activities and costs

that cannot be adequately covered by their revenues.

Operating Model. A fundamental component of the business model, the oper-
ating model describes how the theory of change will be implemented in practice.
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FIGURE 11.3. The Simpiified Social Value Chain
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Target Customers

Sowrce: Gucly, Dees, and Anderson, 2002. Used with permission.

It is a combination of specific activities, structures, and support systems that are-
designed 10 work together 1o bring about the intended impact.

b developing an operating model, the first step is to trace a chain of activ-
ity from inputs to cutcomes, identifying every step thar is necessary in between, :
These direct productive activities will usually need to be supported by adminis--
trative functions, such as accounting, human resources, fundraising, and so on.”

When all of these elements are put together, the result looks similar to the “value’

chain” in a business (see Figure 11.33, a concept introduced by strategist Michae] "
Porter (1985) as a ol for analyzing powential sources of competitive advantage'_

for a firm.

This framework can be used o identify the major activities through which
a social entrepreneurial venture can create or enhance social value. Social
enmrepreneurs may create social value at any of the steps in this process. For
exampte, microfinance insttutions such Grameen Bank create social value by
making loans to people who otherwise would not have access to the capital -

they need. Perhaps Muhammad Yunus's most important innovation was to

eliminate the requirement of assets as collateral for loans, an insurmountable
barrier to the poor; instead Yunus creared peerdending groups, small groups of
women borrowers from the same village who meet regularly, support each other,
and share responsibility for repayment of Ioans made to anyone in the group,
thus pooling risk and increasing return.

Fair trade organizations such as Ten Thousand Villages create social value ..

in how and from whom they purchase the goods they sell. Other social ven-
tures, such as Greyston Bakery and Homehoy Industries, create value through
employing disadvantaged populations. Seme, such as Triangle Residential
Opportunities for Substance Abusers (TROSA} engage their beneficiaries in
earned revenue venrures as a form of rehabiligarive therapy and 1o foster job

skills needed for reintegration in the community, thus increasing likely social .

impact. With hospice care, the social value is inherent in the design of the value
or service. Through their distribution chains, both KickStart and VisionSpring

harness the powerful incentives of smakt business ownership to sell foot-operased .
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water pumps and deliver eye care services and products in rural villages in
developing countries.

Once the social entrepreneur has identified all key activities in the vatue
chain, she must make structural decisions, such as choosing a form of incorpo-
ration and defining the division of labor and coordination of activities. Social
entrepreneurs may choose to incorporate their venture as a nonprofit organi-
zation, a for-profit secial venture, or a hybrid that may combine two or more
corporate entities; this decision raay be based on a number of factors, including
the desired sources of capital. A for-profit form of incorporation (proprietor-
ships, partnerships, corporations, limited liability companies, and cooperatives)
will be necessary if 1the social entrepreneur seeks to tap into private capital mar-
kets for investrnent funds, whether at or below market rate of return (Dees and
Anderson, 2003).

The major labor division question concerns what the new venture shoutd
do and control versus whas could be left 10 affiliates, pariners, suppliers, con-
tractors, or providers of complementary services. This decision should be driven
largely by the importance of the activity, the presence or lack of competencies
and efficiencies within the organization, and the value of maintaining control
over it,

Finally, social entrepreneurs should consider the support systems that may
need 10 be in place 1o assure effective and efficient social value ereation, includ-
ing systeins for monitoring organizational performance and assessing outcomes,
as well as intangible support systems such as the organization’s culture.

With these pieces in place, the operating model should allow sociat
entrepreneurs to trace a ptausible and specific causal path through a chain of
activities, structures, and support systems to the intended social impact. As with
the theory of change, any proposed operating model will rest on assumptions
that may be tested before anyone can say that the operating model is tikely to be
effective.

Resource Strategy. Whether in husiness or in the social sector, an operating
model cannot begin to create value unjess it is aligned with and supported
by a viable resource strategy. At the most fundamental resource level, the
social entrepreneur needs people (including their skills, knowledge, contacts,
credentials, passions, and reputations) and things (including everything from
office space 10 patents). Unlike business entrepreneurs, in the social sector,
entrepreneurs may acquire both people and things with or without using money.

In developing a resource strategy, social entrepreneurs must first identify
respurce requirements; these may he deduced from the proposed operating
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Based on these decisions, social entrepreneurs should estimate the cash
needs for their ventures and begin to identfy plausible sources of funding.
Although many social entrepreneurs would love for their ventures to be
sself-sufficient,” charging customers enough to cover all the operating costs
(as occurs in the private sector) is ofien not optimal from the point of view
of creating social impact. Although third-party payers (such as government
agencies or corporations} may be found to cover costs, in many domains in
which social entrepreneurs operate, revenues gained from service fees and
contracts will fall short of what is needed to have the desired impact. In these
cases, the rescurce strategy must inctude a plausible fundraising plan. However,
social entrepreneurs must be vigilant about selecting cash income streams that
do not pull the venture away from its core mission.

In summary, the social entrepreneur should craft the resource strategy based

on assumplions about resource requirements and methods of meeting them,

asking guestions such as:

» How many staff and volunteess will be necessary for successful service delivery?

a Can the venmre attract and retain staff with the requisite skills at the pro-
posed levels of compensation? Clan it recruit, train, and effectively manage
the required volunteers?

« Wil projected in-kind donations come with 100 many strings attached or have
serious operating costs?

» Who may pay for the venture's activities? Who may be willing to donate to
subsidize it? Will revenue saurces be aligned with the mission?

Although some of the assumptions embedded in the model may be highly
plausible based on past experience, sociat entrepreneurs should carefully iden-
tify those uncertain assumptions 16 which the resource strategy is most sensitive
and make sure they are iested and adjusted as the venrure rolls out. The vari-
sions of nonprofit finance and resource development are addressed

s in Part Four of this volume, and the chapters in Part Five address
volunteers.

ous dimen
by the chapter
the challenges of recruiting, retaining, and motivating both staff and

As with the rest of the process of social entrepreneurship, developing an
attractive resource strafegy requires creativity, especially given the intense com-
tor, in some instances, an innovative resource

petition for funding in the social sec
antly impact, the social venmire's operating

strategy might even drive, or signific
model. However, a resourceful approach does not undermine the etfectiveness
of the busiress model and ultimate social impact of the venture. Tn fact, the most

attractive respurce strategies actually enhance social impact.
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FIGURE 11.4. The Sodal Enterprise Spectrum
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Business Model Summary. There are numerous ways by which a social e
preneur may create social value. In designing a social venture, the :EZZ
f:mrepr.eneur has 2 wide range of options for structuring their venu,xres a;: ir
m.g caplta]‘, pricing their services, paying their workers, and comin [0 i
with suppliers. In exploring these various options, it may be helpfut ti e ui:ims
the S?c.ia] Enterprise Spectrum illustrated in Figure 11.4 (Dees 1[)996 20;1?1 7
This spectrum describes the full range of options availabl:a 1o sn;n:i
cﬂnt.rePreneurs, from purely philanthropic to purely commercial, with m
v.anatlons in between. Philanthropic methods are inv:)lved anytime ,an or; z'my
.t:on. fai.!s short of the far right side on at least one dimensioz of the g e%;:::z'_
indicating some form of subsidy or sacrifice. Excluding purely phiiar‘n]'}:ro ic 01:
purjely commercial ventures is not a major sacrifice in scope‘ because vep' few
social-purpose organizations exist at either extreme (Dees and Ar]der;.on ;—(}]06) .

Ultimately, Jui} K i
o mately, the selection of a business model should be made upon careful
reflection on the following questians:

+ Do i e r
¢s the business model use resources efficiently and effectively?

- \_f\]i] 11 - . o LY 3 4
11t attract sufficient resotrees to achieve the intended social impacy?
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o How well does it fit with the ecosystems in which you want 1o operate?
e Ts it suFficiendy robust and scalable?
« Are the incentives in the business model aligned with your theory of change?

It is important w noie that no single business muodel is bess for all social
entrepreneurs in all seuings. Potential trade-offs and risks have to be assessed on
a case-by-case basis, and the operating mode! may need to be adjusted accord-
ingly. However, designing an effective business model is an essential part of the
creative learning process of crafting, testing, and refining the bypotheses and
assumptions inherent in the social entrepreneur's theory of change. This process
of learning and refinement should continue well after the launch of the venture
as the social entrepreneur gains experience and as the venture is affected by
changes in the ecosystem in which it operates.

cosystem (or Operating Environment)

Drawing on the science of biology, scholars of strategy and management have
begun to stucy and apply ecosysiems theory to reveal lessons for business and
entrepreneurship. So, 100, social entrepreneurs hoping v create significant
and sustainable social impact should also develop an understanding of, and
may endeavor to aker, the broad environment in which they operate. This is
true especially if they seek to leverage complex systems of interacting players
in rapidly evolving political, economic, physical, and cultural environments.
Indeed, changes in these conditions may determine whether and when a window

of oppormunity is open or ciosed to the social entrepreneur.

Ecosystem Players. Justas biological ecosystems are made up of corsplex webs of
interrelated organisms, social ecosystems operate in much the same way. Social
entrepreneurs get help from some individuats and organizations, give help to
others, fend off threats from others, and compete with still others. To assist social
entrepreneuts in identifying and mapping all of the relevant ecosystem players
and the roles that they play, Bloom and Dees (2008) recommend dividing the

players into six roles:

*  Resowrce providers, including providers of financial, human, knowledge,
networking, and technological resources, and any brokers or intermediaries
shat channel these resources to those who want them. Resource provides
may include third-party payers, donors, volunteers, and workers, anyone who
must voluntarily participate in the venture in order for it to be successful.
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Social entreprencurs must have a plausible valiue proposition for each group
of resource provider.

Competitors, inctuding organizations that compete with the social enire-
preneur’s organization for resources as well as those that compete to serve
the same beneficiaries.

Complementary organizations and allies, including organtzations or individuals
who facilitate a social entrepreneur’s ability to create impact, such as part-
ners who perform critical steps in the social entrepreneur’s theory of change,
individuals and organizations supporting the same cause, and those providing
important complementary services.

Beneficiaries and customers, including clients, patients, customers, and others
who benefit from social enirepreneurs’ activities, whether or not the ultimage
beneficiaries interact directly with the organization.

Opponents and problem makers, including organizations and individuals who con-
tribute 10 the problems social entrepreneurs are addressing, undermine the
ability of the organizations to achieve and sustain their intended impact, or
oppose their effors poelitically.

Affected or influential bystanders, including players who have no direct impact
now, but who are affected by the sociat enirepreneur’s efforis—especiaily
those who could be harmed if the social entrepreneur succeeds and those
whe: can be turned into ailies or resource providers if convinced of the
benefits of the social entrepreneur’s efforts—or those who could influence
her success, either positively or negative, such as members of the media,

Bioom and Dees note that these categories of ecosystern players are dyrnamic

and not mutually exclusive (2008). Organizations may play more than one role
or may switch over time; paradoxically, the sarne organization can be both an
ally (for example, when it comes to advocating for legislation 1o serve the same
cause) yet also a competitor {for example, when vying for lirnited funding). As in
for-profitindustries, new players may enter the ecosystemn at any time, posing new
threats or presenting opportunities for the social entrepreneur and her venture
to benefit.

Environmental Conditions. Biological ecosystems are made up not only of other
organisms, but also of environmenral conditions {such as soil, weather, sunlight,
and water) that have a significant impact on the type of organisms that can exist,
as well as on their relatdonships with one another. S0, toa, with social ecosystems,
although organizations and people can, in turn, influence the environmental
conditions ard bring zbout change within the social ecosystems of which they are
a part. To aid social entrepreneurs in identifying relevant changes or rrends that
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caninfluence their ability to create and sustain the intended social impact, Bloom
and Dees (2008) idensify four sets of environmental conditions that should be
considered by the social entrepreneur;

s Politics and administrative structures, including rules and regulations—and
the processes and procedures for adopting, enforcing, and reforming these
rules—along with the political dynamics of the Jurisdictions in which social
entreprencurs operate, including potential sources of public supporl or
resistance.

* Economics and markets, including the overall economic health of the regions
in which social entrepreneurs operate and seek respurces, as well as the
region’s distribution of wealth and income, economic prospecis, levels of
entrepreneurial activity, and relevant markets.

¢ Geography and infrastructure, including not only the physical terrain and loca-
tion, bur alse the infrastructure that social entrepreneurs count on for trans-
portation, communication, and other operating needs.

*  Culture and social fabric, including the norms and values, important subgroups,
social networks, and demographic trends of the people living in the area.
For example, many microfinance institutions and global heatth initiatives
target women in hopes of achieving greater sociai and economic impact
for the women and their families. However, local culieral norms about the
role of women in the economy may pose significant challenges and present
promising epportunities for the social entrepreneur.

Mapping the Ecosystem, Although the refevant features of the ecosystem will
vary from venture to venture and will depend on the specifics of the venture
idea, including the theory of change and the business model, most social
entrepreneurs will make crucial assumptions about their markets, the industry
structure, the political environment, and the culture. In studying and making
assumptions about the ecosystem in which they operate, social entrepreneurs
may choose to construct a simplified €cosystem map illusirating the key ecosys-
tem players and environmenta) conditions, noting key relationships and trends,
and anticipating potential changes that may positively or negatively affecr their
ability to achieve the desired social impact. Mapping the ecosystem in this way
is a dynamie process that may vield significant strategic insights (Bloom and
Dees, 2008).

In summary, an ecosystems framework can help social entrepreneurs in many
ways, including:

¢ Imparting a deeper understanding of an organization’s theory of change
by making the environmental conditions and relationships on which the
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being addressed, the number of people affected by the need, the visibility of the
need and expected media coverage, perceptions of urgency or relative impos-
tance by key resource providers, levels of satistaction with existing approaches,
technological changes, changes in public policy, and popular trends or fashions

in relevant fields (Guclu, Dees, and Anderson, 2002).

* Mapping the resource

flows into and withi
ithin the ecosystem, reveali
strai k , rev
straings, botlenecks, ¥ ealing con-

a .
anes ; nd underused sources, perhaps suggesting aftern
resource strasegies for the organization

Identifying new ope

ative

Mo B ralmg‘ parme.rshlps, perhaps with complemenmry orga-
, 5, that falt short of systemic change but that promise to enhance
social entrepreneurs’ impact by increasing the ofo ",
pendent players

the
coordination of otherwise inde-

Personal Fit. As social entrepreneurs develop their ideas into worthwhile oppor-
tunities, they also have 1o be semsitive to personal fit. Even if they have identi-
fied an atiractive opportunity, it may not be a good opportunity for them when
assessed in relation to other options, Before seeking to launch a sacial venture,
aspiring social entrepreneurs should conduct an honest self-assessment, asking

Deten’nm‘ing the minimum critical envirenmental conditions required for ;

orj.;amzamon’f operating model to be successful and using that informati e
guide the social entrepreneur’s efforts to take the model into new e
Beveloping different operating models for different e-

robust operating model that works in z variety of differe
and Dees, 2008, p. 53)

areas themselves:
COSYSLEINS, OF a more
nt ecosystems (Bloom e Do [ have the time, energy, fortitude, commitment, and determination

required to coordinate ambitious social impact goals with scarce income

As soct sources and to satisfy excess need for services with an over-stretched staff and
tal entrepreneurs flesh out the three core elements of their opportu t Y

nit: N i
tes, they will inevitably make assumptions about their ecos

environment. The potential success of the venture
the

limited time?

« Do { have heaithy support systems and strong persenal and professional net-
works that can help me forestall and/or handle the buraout that not infre-
quently accompanies launching and managing an entrepreneurial venture?®

e Do | have the skills, expertise, credibility, credentials, contacts, and assets
nteeded 1o launch this venture? Can [ attract astrong team to help compeusate

YSLeT or operating
depends largel

ronment. The p gely on whether
: puorAls accurately represent the contexr. Thus, a promising opportu
aity must fit with the characteristics of its environment. However,
sector as in the business world, windows !
they open.

in the sociai

of opportunity may close as quickly as
for any critical shoricomings?

e s this the dght time in my life to pursue this kind of opportunity? Are there
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. ~osysterns are dyramic,
career and farnily or other personal considerations that must be taken into

sacial entrepreneurs 1o be sensitive to the w
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nity. In studying the
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nonprais g e conditions necessary for social entrepreneurship, respected
1t scholar Paul Light has asserted th: 1 '
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e anot be predicted, tend to oceur in great puncruations when the demand
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o .g;]reaches 4 tpping point, emerge when entry costs are fow, open and
se quickly, fav it i I ,
se quickly, favor competition over collaboration, and appear to the special fi
(Light, 2008, p. 2033. e

Social entrepreneurs may

account?

New ventures of any sort are tremendously demanding. Social ventures are
even more so. Ultimately, aspiring social erirepreneurs would be wise 10 pursuc
only opportunities that fit their personal commitment, qualifications, income
requiremnents, and stage in life, embarking on their entrepreneurial journey with

fuli awareness of the risks involved.

have better chances of success if they can take

advantage of windaws that are openin Step 2 Summary. in order to determine whether a promising idea can be

wransformed into an opportunity worthy of serious pursuit, it is essential for the
sacial entrepreneur 1o articulate a compelling theory of change and a plavsible
bustness model. Developing a plausible business model requires desigaing an
effective operating medel and crafting a viable resource strategy, These pieces
must fit together, and the assumptions embedded in them must be credible

g and that will stay open lon
v of windows : enough for
the venture to have its intended impact. Chianges in the ; :

nal conditions may increase or decrease rece
the viability of a proposed business mode]
of opportunity. Such changes include the

ecasystem or other exter-
plivity to new ideas, or may aftect
» thus opening or closing the window
groweh or decline of the social need
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given the environment in which the social entrepreneur intends to operate,
Finally, the requiremenis of the venture must fit the commitment, qualifications,
and life stage of the entrepreneur considering i. When all these elemenss
are feasible and aligned, the chances for success are relatively high and those

involved can make a more informed estimate of the potential for sacial impact.

Strengthening the “Ecosystem” of Social Entrepreneurship

With the support of the Skoll Foundation, the Center for the Advancement
of Social Entrepreneurship (CASE) at Duke University launched a ground-
breaking project to identify opportunities for further building the field of social
entrepreneurship, both as a field of practice and as a field of inquiry, knowledge,
and learning related o that practice. The CASE team conducted in-depth
interviews with eighty-five social entrepreneurs, funders, academics, consultans,

Journalists and authors, and others knowledgeable abous the field. As a result of

this study, CASE recommended a set of critical initiatives for strengthening the
ecosystem in which the practice of social entrepreneurship takes place (CASE
at Duke, 2008}. By the termn ecosystem at the field-wide tevel, we refer to the key
resource providers and environmental factors that affect the ability of social
enreprencurs to achieve their intended secial impacts.

To inform its research, CASE developed a simplified framework to describe
the key elements of this ecosystem. Figure 11.5 presents this framework,
tllustrating the richness and complexity of the environment in which social
entrepreneurs operate and the various determinants of their effectiveness.

The elemzents of the ecosystem are presented in two broad categories. The
first category consists of the resources, or types of “capital,” social entrepreneurs
depend on to do their work, including financial capital, human capital, intel-
lectual capital, and social/political capital. Although social entrepreneurs can,
o some extent, develop these forms of capital through their operations, most
social entrepreneurs rely on outside organizations to help them get or build the

capital they need. Note that these subcategories are broadly defined, includ-
ing capital creators, providers, and related intermediaries. The second broad
calegory includes the contextsetting factors, or externat canditions, that could
suppoit or undermine the practice of sociat entrepreneurship. These conditions
are divided into four subcategories: policy and politics, media, economic and
soctal conditions, and related fields, These factors tend 1o have their influence
indirectly, and they are highly diverse. Each of these factors has the putential to

affect social entrepreneurs, various plavers in the capital infrastructure, and the
other contextsetting factors.
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Finding Key Leverage Points in the Ecosystem

Making Financial Markets More Efficient and Responsive

During the CASE field-building study, nearly all interviewees identified mefficien,

these might be remedied s
ntrepreneurship may be more fully realized. While a}]
agreed that serious challenges exist for those w

most interviewees felt optimistic that these

cies and obstacles in the ecosystem and discussed how
that the potential of social e

ho want 1o improve the ecosystem

challenges could be met with cre.
ative solutions, dedicared attention, and increase gely

ear identi.
articularly crucial to address in order.
for the field to advance, and offered suggestions for moving
of them.

d collaboration. Based Jar
on suggestions made by participants in the field research, the CASFE ¢
fied five potential leverage points that are p

forward on each

In almos: every interview for the CASE freld-building study,
tified the financial markets as a critical challenge for the
social sector capital markets are deficient in many wi
especially to achieve scale,

participants iden-;
field, agreeing that
ays. Funding is insufficient,
and the funding that is available often does not flow
to its best uses (that is, the highest social return relative to the risk). Funders
often do not know which use will produce the greatest benefits, and they seem -,
to make their decisions based on factors that are not clearly retated to perfor-
mance, The financial markets for social v

entures are full of inefficiencies. The
search costs—the

time and encrgy it takes (o make the right match between social |
enmepreneurs and financiers—are high. The financial products, services, and

terms of engagement often do not fit the needs of social entrepreneurs at differ- |

ent stages of development, or they impose burdensome conditions on the sccial -
entrepreneurs. Overall, social financial markess tend to be fragmented (

often -
around diffe

FENL CAUSES OT interests), disjointed (different funders with differ-
ent standards and requirements), and relatively small (compared to mainstream
capital markets).

Those who want to stren gthen the ecosyste

m for social entrepreneurs should
consider doing or supporting the following;

Develop specialized financial intermediaries who have the expertise to make
sound funding decisions and the marketing skill to attract funding

Create new financial “instruments” or *deal structures™ designed 1o address

the different kinds of business models and different stages of development
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» Support high-quality, independent “analysts” to assess soclal venmures and
provide platforms to distribute their repors to funders who would find them
useful . . N

o Experiment with more collaborative funding models in which major funders
invest in each other's “deals,” sharing the risks and the lessons

s Work toward commeon grant applications, requests for propesals, and report-
ing requirements for foundation funding o .

« Establish standardized tools for social entrepreneurs to track the information
that would be relevant to funders . '

s Organize online information marketplaces to make it easier for social
entreprenenrs and suitable funders 1o find each other more easily

Refining and Standardizing Performance Measurement Tools

Rehable, timely, and cost-effective measures of social value are.crucial fo.r
demonstrating success, providing better information to the Fmancna'l market?,
and informing the strategic decisions of social entrepreneurs. \.”et, soc:al.vaiue is
notoriously difficult 10 measure and to attribute to a specific intervention and
many of the most impertant ways in which social entrepreneurs Cat:‘l make the
worl& a hetter place are long-term, intangible, quaiitativ‘e, not f:.as:ly reduc‘ed
1o any single common metric. Funders, who have a crl:mal roje in .deve.lopu:g
suitable systemns and standards, and others seeking 1o drive progress in this area,
may consider the following suggestions:

o Make social entrepreneurs aware of the different tools cursently available, as
well as the pros and cons of each. o . .

e Encourage use of and continued experimentation with impactoriente
performance measures by social entrepreneurs, making sure to 1ncll.1de
gualitative elements as well as signs, symptoms, and indicators of intangible
and long-term impact. A .

+ Favor measurement systems that produce information that is valued by and
useful to social entrepreneurs (usually including process measures as well as
outcome measures for learning purposes). . |

« Distinguish what is publicly reported from what is available for interual,
managerial use. . o (

« Reward candor, learning, and informed strategic adjustments, not just raw

cutcome performance, o '

Avoid the situation in which different funders impose significandy different

and demanding measurement methodologies on a single organization.
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In the CASE field research, nearly all interviewces see

ess for this field requires that social entrepreneurs uftimately achieve
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s Use inter jari sign and 3
mediaries to design and impiement external reporting standards in

2 way . - . .
¥ that. provides the information that capital providers want in forms th
are meaningful and engaging. o

any measurement scheme trans
\ : E anspar-
ent and open 1o challenge. i

cognize that j i i
ghize that judgment is required and make sure performance data are

accomprni i ati
[Tmed by information that helps users make sensible judgments and
comparisons. o

Social Entrepreneurs Find Effective Pathways to Scale

med to agree that suc-

significant

“scale” ive tc i

by relative to the magnitude of the problems they are tackling. The success-

ul sprez i ations i : .
pread of innovations and the growth of soeial ventures in the past indicates

chat it i . . . .
at it is possible to achieve considerable tmpact, even in this flawed ecosyste
osystem,

ponents need to he S €r CITERTS ble P 5 to scale ar d
Pro € Ip ocial 4 eprenei fi

> nd viabl ath
mdespredd mpact.

Warlll (0!

Those w is i il ’
ho wish to improve the ability of social erireprenenss to scale may

Identify 5
:lmf) and document successful paths to achieving scale in an imperfect
WOT . - M o . 3 3 3 i
. d, analyzing success stories and drawing on the best strategic thinking
ncourage innovation in the scali ; . :
: > scaiing process and capture the le
oo p ssons from the
Recogni : ath f i
'ogmzc that no one path fits all social veniures—each strategy needs to be
designed for the circumstances at hand. V
Provide soct: g i
. ide soctal entrepreneurs and their teams with knowledge about different
scalt ategi : s fi igni
”.g strategies, frameworks for designing their own, and opportunities for
learning with and from others struggling with the same issues
Capture and share lessons learned along the way.
Refrain { izi .
from .m eremphasizing the need o scale quickly, which may result in
premature efforts to scale,
Acknowledge that not every “successful”

local innovasi i
: ion or venture is sca
or worthy of scaling. e

Ack : { i

) nowledge that the role of the tounding sociat entrepreneur may change
thry ali

ough the scaling process and that other ralented individuals mav be needed
to play a leading role. I )
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Building New Talent Pipelines

In the business world, it is widely recognized thac talent is the key to success.
Venture capitalists know the importance of investing in nigh performing man-
agerent teams. Business leaders see themselves in a “battle for talent.” Human
capital is no less important for the suceess of social entrepreneurs. The ecosys-
tem needs new talent pipelines and development programs 1o prepare social
entrepreneurs and their teams for the challenges of sustainability, scale, and the
creation of new equilibria. Those who want to strengthen this part of the ecosys-

tem should consider the following:

e Invest in programs that increase “hybrid” management and leadership skills,
particularly those that address the needs of social entrepreneurs to scale their
impact and sustain their ventures.

e Support team-building efforts and educational programs that work with
teams, rather than just individuals.

¢ Facilitate peer learning, not only among social entrepreneurs, but also among
members of the senior teams working with the social entrepreneurs.

s Explore emerging talent pools such as those embarking on second careers.

» Experiment with new approaches to draw on metivated talent from the busi-
ness sector, adapt it to the needs of social entrepreneurs, and use it to develop
internal capabilities.

s Find ways to reward talented people who work in this field, through reasonable

compensation and attractive (but rarely offered} benefits, such as pensions,

health care, insurance, training, and paid sabbaticals.

Encourage suitable undergraduate and graduate programs (in business, pub-

lic policy, education, social work, public health, environment, and engineer-

ing schools, or others) to offer tracks that make it possible for students to

-

develop hybrid skills.

Providing Better Guidance on Effective Business Models

Social entrepreneurs will be successful only if their innovations are supported
by sufficiently sustainable, scalable, and aligned business models, Greater
attention to business model design could also force social entreprenears to
think about how to mobilize the talent and knowledge they need on favorable
and sustainable terms, perhaps through partnerships. Proponents of social
entrepreneurship who want to sirengthen the field should consider taking the
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following steps to stren S03C1

E s the ; : 5" ability

Hlow g .p gihen social entrepreneurs’ ability 1o develop robust and
effective business models:

Recognize that no single business model will work for all social entrepreneurs
and that models drawn from the world of business may not be appropriate,

¢ Supporl research efforts to develop beuer knowledge of alternative business
models for social entrepreneurs and (o frame some -rit'sign principles,
Encourage experimentation with different business models, capturing the
lessons from the experiments.

Provide strategic assistance 1o social entrepreneurs who have attractive inne-

vations but business models that limit their potential in serious ways,
¢ Develop funding schemes for foundations and social investors thallencoura &
r.esourc&smart business model redesign and help recipients make the tranfi-
tion to the new business models.

Th.ese five issues—financial markew, performance measurement, scaling
strategies, talent development, and business models—emerged as priorities as
the CASE team: analyzed the data from interviews and conversations. Addre ‘
these issues could go a long way toward strengthening the ecosyste

greater success of social entrepreneurs, and buitding the field.

Ssing
m, assuring

Ecosystem Summary: Providing Support with Discipline

[t is essential 1o create a supportive ecosystemn for social ertrepreneurs if the

field is to thrive. By contrast, business entrepreneurs benefit from a very sup-

pf)rtnx*cr ecosystem, particularly in the United States. Yel there is an important
difference between husiness entrepreneurship and socia entrepreneurship that
should not be neglected—business entrepreneurs face significam market disei-

pline from both customer markets and financial markets. Customers determine

whether the good or service provided creates more value for them than it costs to
produce. Investors determine whether the venture is likely to provide sufficient

rewurns to justity their investments. For social entrepreneurs, the ultimate test is

social impact, and that vaiue is not guaranteed by market discipline. We need
other mechanisms.

If the ecosystem is 10 do its job of enhancing chances of success for the field

as a whole, we must mimic this kind of market discipine, using the best mea-

sures and judgm avai . 1
Judgments available at the time, We need to create a healthy, vibrant

ecosystern that supparts innovative social entreprencurs, but with appropriate
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discipline to assure that capital is directed to its best uses. Without some devices
to flter out the underperformers, scarce forms of capital and ather support will
be spread among those who put it to good use and those who do not. Fortunately,
a number of innovative and exciting efforts are under way io address these issues.
Many in this field cautiously hope that the coming years will bring about signifi-
cant advances in the development of the field of social entrepreneurship, These
advances could have a beneficial impact on the social sector as a whole.

Conclusion

“New concepts are introduced all the time. Some never catch on. Others expe-
rience great popularity for a period, but then dectine and are viewed as passing
fads, A few concepts have staying power and sustained impact. In rare cases, a new
concept serves as a foundation for a whole new fieid of practice and knowledge.
Social entrepreneurship has the potential to be one of those rare field-creating
concepts” (CASE at Duke, 2008, p. v).

As claborated in this chapter, social entrepreneurship is about crafting
innovative and sustainable solutions to social problems. Fundamentally, effective
social entreprencurship is a learning process that combines a valid theory of
change with a supportive business model. Social entrepreneurs are innova-
tive, resourcefud, and resulis-oriented. They draw upon the best thinking in
both the business and nonprofit worlds to develop strategies that maximize
their social impact. These entrepreneurial leaders operate across a broad
spectrum of organizations: Jarge and small; new and old; nonprefit, for-profig,
and hybrid.

We are at an undeniably exciting time for the field of social entrepreneurship.
Having experienced dramatic growth in recentyears, social en trepreneurship has
attracted strong interest from policymakers, philanthropists, aid agencies, and
academics, despite the fact thatitisstiti being developed and researched. However,
many thoughtful observers, including advocates, are concerned that the recent
momentum could fade or be undermined before a solid foundation is laid for the
future of this emerging field. As described earlier, success for the field will reguire
a healthy instirational and socia) environment to support the practice. We refer
to this as the “ecosystem of social entrepreneurship.” Indeed, a vibrant ecosystem
that supports innovative social entrepreneurs, but with appropriate discipline to
assure that capital is directed to its best uses, could have a beneficial impact on

the social sector as a whole.
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Notes

We accept as the definition of corporate social entrepreneurship “the process of

exteading the firm's domain of competence and corresponding opportanity set

through innovative leveraging of resources, both within and ouside jis direct con-
trot, aimed at the simultaneous creation of economic and secial value” (Avstin,

Leonard, Reficco, and Wei-Skillern, 2006},

2. For the purpose of this chapter, we have adopted the definition of “social enter-
prise” advanced by Kiro Alter: “a sociatly oriented venture {nonprofit/for-profit or
hybrid) created to solve a social problem or market failure through entrepreneurial
private sector approaches that increase effectiveness agd sustainability while
uftimately creating social benefiz or change” (Alter, 2005).

3. For an insightfu! discussion on building strong support networks, see Gergen
and Vanourek, 2008, pp. 111-128. The authors draw upon extensive interviews of

successful business entrepreneurs and social eNlreprenciurs.
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