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A single event can awaken within us a stranger
totally unknown to us.
To live is to be slowly born.
—Antoine de Saint-Exupéry
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A NOTE ON TERMS

No field of work should be defined in the negative. Accord-
ingly, we have tried to avoid relying on terms like “nonprofit”
and “nongovernmental organization” (NGO). We refer more
often to “social,” “social-purpose,” and “citizen-sector organi-
zations,” and the term “social entrepreneur” when referring to
founders of organizations that exhibit the qualities described
in the book. “Social enterprise” denotes an organization that
attacks problems through a business format, even if it is not
legally structured as a profit-seeking entity. An “intrapreneur”
drives positive change within an existing organization or busi-
ness. And a “changemaker” advances change in myriad ways
beyond the roles outlined above.
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INTRODUCTION

For much of the past decade, the specter of 9/11 has hovered
like a dark cloud, a stark reminder that we have entered a
phase of human history in which individuals can destabilize
nations. The global dispersion of information, technology, and
organizing capability has forced governments to rethink the
basis of human security. These forces have also caused many
to rethink the way we address global problems. Just as indi-
viduals and small groups have more destructive capability
now, they also have more constructive capability.

This is fortuitous because the need for change is urgent. The
United Nations recently reported that one billion people face
hunger as a result of the financial crisis. Millions of women
and girls die prematurely due to violence or the denial of
medical care. Deadly diseases circulate globally with aston-
ishing speed. Coral reefs are being destroyed, species are
going extinct, fresh water reserves are being depleted, global
warming is accelerating. At home we struggle to fix health
care and financial systems that have run dangerously out of
control.

Many respond to the onslaught of problems by tuning out
the world, getting lost in distractions, or adopting an attitude
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of cynical detachment. Many would like to take action but
feel overwhelmed, don’t know where to begin, or feel that
problems are too big to be solved. But many have also found
ways to respond with creativity, energy, and even optimism—
attacking global, national, and local problems with powerful
ideas and new tools. They see problems that are being ignored
or mishandled by traditional institutions. In addition to regis-
tering protest, they are building new solutions.

Their stories have gone underreported. Even as news and
information inundate us, the proliferation of people building
new organizations to address social problems—millions of
them—remains largely hidden from view. We know far more
about the world’s problems than about the world’s problem
solvers. This book draws attention to their efforts.

We refer to the landscape of organizations described above
as the “citizen sector”; we believe that “social entrepreneur-
ship” represents its leading edge. The book summarizes some
of the historical underpinnings of this global phenomenon
and suggests implications for the future. It asks the ques-
tion that today’s legion of changemakers are attempting to
answer: how can people adapt rapidly, on an ongoing basis,
to an ever-changing array of unforeseeable and increasingly
critical problems?

Because of the size of the global population, the pace of
change, the spread of technology, the urgency of financial,
health, and environmental crises, and the interdependence
that has collapsed boundaries, our response time must
quicken: we must anticipate problems and attack them at their
sources before they grow and multiply. And we must continu-
ally invent new solutions as conditions change.

The emergence of the citizen sector and social entrepreneur-

ship are an adaption to the changing demands of the global
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environment, a departure from the top-down, centralized
problem-solving model that dominated the past century. They
favor an integrated, decentralized approach that harnesses the
efforts of creative problem solvers far and wide.

Consider some developments from the past few decades.
Microfinance organizations are expanding economic oppor-
tunities for hundreds of millions of poor people; rural schools
and libraries deliver quality education to places beyond the
reach of asphalt; health innovations release people from illness
and prevent child deaths by expanding access to prenatal care,
vaccines, micronutrients, and medicines; human rights advo-
cates undermine the attitudes that cause exclusion based on
race, gender, religion, sexual orientation, and disability; social
businesses increasingly look to market products that meet
basic human needs and reduce our environmental footprint;
educators are developing methods that successfully teach
empathy and conflict resolution skills; international networks
have overcome nationalist forces to safeguard human rights
at the global level.

Although problems are being attacked from many direc-
tions, today’s changemakers share one common feature: they
are building platforms that unleash human potential. They
struggle to increase the number of people who have the oppor-
tunity to contribute their talents to the world. In so doing, they
help more people to live with dignity.

It takes many kinds of actors to advance change: people
who initiate new ideas and institutions (or renew old ones); a
larger number who collaborate in building those institutions
directly; and a much larger number who support those efforts
in different ways. Over the past quarter century, the field of
social entrepreneurship has gained a better understanding
of the interplay among the roles. Describing the evolution of
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thinking like generations of the Worldwide Web would break
it down as follows:

Social entrepreneurship 1.0 involved a concerted effort
to: (1) Systematically identify people with innovative ideas
and practical models for achieving major societal impact;
(2) Describe their function in society and shine a spotlight on
their work; and (3) Develop support systems to help them
achieve significant social impact.

Social entrepreneurship 2.0 shifted into the terrain of orga-
nizational excellence. It drew heavily on insights from busi-
ness strategy, finance, and management and was primarily
concerned with helping social entrepreneurs build sustain-
able, high impact organizations or enterprises. Many people
with expertise in the business sector were attracted to the field
during this phase as they discovered new avenues to apply
their talents.

Social entrepreneurship 3.0 (today) looks beyond indi-
vidual founders and institutions to the change-making poten-
tial of all people and their interactions. It recognizes that social
entrepreneurship is contagious. Every person who starts a
social change organization emboldens others to pursue their
ideas and solutions, whether by building institutions or by
strengthening existing solutions through their investing,
philanthropy, managing, advocacy, research, teaching, policy
making, computer programming, purchasing, writing, and so
forth.

The field of social entrepreneurship is improvising its own
ecosystem of supports by stimulating more changemaking as
it grows. These developments are spontaneous; there is no
single source of leadership, but, rather, countless responses
to emerging needs. They are scattered around the globe.
Individually many of the actions seem small, but they are
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interconnected and mutually reinforcing. Taken together, they
add up to more than the sum of their parts.

They are like the ant colony described by Lewis Thomas 35
years ago in The Lives of a Cell:

A solitary ant, afield, cannot be considered to have much of
anything on his mind; indeed, with only a few neurons strung
together by fibers, he can’t be imagined to have a mind at all,
much less a thought. He is more like a ganglion on legs. Four
ants together, or ten, encircling a dead moth on a path, begin
to look more like an idea. They fumble and shove, gradu-
ally moving the food toward the Hill, but as though by blind
chance. It is only when you watch the dense mass of thou-
sands of ants, crowded together around the Hill, blackening
the ground, that you begin to see the whole beast, and now you
observe it thinking, planning, calculating. It is an intelligence, a

kind of live computer, with crawling bits for its wits.

While human foresight is also limited, we do have our own
ideas. We can imagine, and sometimes even predict accurately,
how our individual actions might contribute to a larger end,
even if the long-term consequences are unknowable. We can
create structures and platforms that coordinate, rationalize,
and augment our diverse efforts. The examples of the Inter-
national Campaign to Ban Landmines and the Microcredit
Summit Campaign come to mind. Both successfully aligned
the efforts of thousands of groups to achieve shared global
goals.

Social entrepreneurship 3.0 is concerned with building
platforms that enable more people at every age to think and
behave like changemakers and to help them work together

powerfully in teams and in teams of teams. It looks to forge
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stronger linkages across cultural and disciplinary boundaries,
particularly with business and government, and facilitate the
rapid circulation and sharing of solutions at the global level.

The study of social entrepreneurship sheds light on how
change happens and how societies renew themselves. It can
help explain why government and international aid efforts
have often met with limited success or outright failure, and
what needs to be done differently in order to achieve better
results. It also adds a dimension to the study of democracy,
expanding the role of the citizen beyond choosing govern-
ment representatives. In the years ahead, we believe many
more citizens will consider it natural to take the lead in the
creation of solutions to social problems. A quarter century
ago, it took unusual confidence and vision to become a social
entrepreneur. The role was undefined; examples were rare.
Today, the path is becoming clear.

There is no way of knowing whether the constructive
forces will overcome the destructive ones. As Bill Clinton has
observed: “We're in a race against the positive and negative
implications of our interdependence.” Despite the problems,
our spirits rise when we consider the historical changes that
have enabled millions to take concerted and coordinated
action to solve problems. Our hope is that this book will
spark your excitement, expand your sense of possibility, and
perhaps point the way to your own changemaking path.
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I
DEFINING SOCIAL
ENTREPRENEURSHIP

What is social entrepreneurship?

Social entrepreneurship is a process by which citizens build
or transform institutions to advance solutions to social prob-
lems, such as poverty, illness, illiteracy, environmental destruc-
tion, human rights abuses and corruption, in order to make
life better for many. Academics, practitioners, and philan-
thropists characterize it variously as a profession, field, and
movement. The most widely cited definition was offered
by Greg Dees, who is often referred to as the father of social
entrepreneurship education. Dees draws on the thinking of the
economists Jean-Baptiste Say and Joseph A. Schumpeter, who
argued that entrepreneurs improve the productive capacity
of society and provide the “creative destruction” that propels
economic change. Dees holds that social entrepreneurs do the
same for social change, creating new combinations of people
and resources that significantly improve society’s capacity to
address problems. Social entrepreneurs, he explains, create
public value, pursue new opportunities, innovate and adapt,
act boldly, leverage resources they don’t control, and exhibit a
strong sense of accountability.
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Dees has identified two schools of thought in the United
States that focus on enterprise development and innovation.
The former emphasizes organizational strategy, revenue gener-
ation, and financial planning as centerpieces of high-impact
enterprises, while the latter focuses on breakthrough insights.
Some scholars hold to an inclusive definition that accommo-
dates many forms of changemaking behavior; others use the
term to characterize only those with uncommon creativity,
courage, and tenacity whose work produces large-scale trans-
formational change.

Despite the absence of a universally accepted definition,
the term has proved useful because it builds on long-held
understandings about entrepreneurs but applies them in new
ways. By demonstrating how entrepreneurial qualities can be
channeled to address major problems, it has opened up new
pathways of behavior and methods of analysis for people who
are motivated by a desire to solve those problems.

Social entrepreneurs have always existed. But in the past
they were called visionaries, humanitarians, philanthropists,
reformers, saints, or simply great leaders. Attention was paid
to their courage, compassion, and vision but rarely to the prac-
tical aspects of their accomplishments. Thus, people may know
about the moral teachings of St. Francis but not about how the
Franciscans became the fastest growing religious order of its
day. Children learn that Florence Nightingale ministered to
wounded soldiers but not that she built the first professional
school for nurses and revolutionized hospital construction.
Gandhi is remembered for demonstrations of nonviolent resis-
tance but not for building a decentralized political apparatus
that enabled India to make a successful transition to self-rule.
And everybody knows that Martin Luther King Jr. declared
“I have a dream” on the steps of the Lincoln Memorial, but
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few know that Asa Philip Randolph and Bayard Rustin
orchestrated the March on Washington and made sure that
King could make the maximum impact by speaking last.

A careful reader of history could identify the hidden hand
of social entrepreneurs in the creation of many institutions and
movements that we take for granted. However, it wasn’t until the
seventeenth century that societies began to accelerate the broad
structural reforms that would allow large numbers of people to
become entrepreneurs. The changes began in Europe where, for
centuries, the Crown monopolies, the Church, the feudal lords,
and the guilds had restricted commercial activity, discouraged
innovation, and tied people to land and parishes. Not only
was there little scope for independent trade at any scale, but
people had little freedom or incentive to use their enterprise.
As Robert Heilbroner explains in The Worldly Philosophers, in
seventeenth-century France button makers were arrested for
experimenting with cloth, and thousands of merchants were
sent to the galleys, broken on the wheel, and hanged simply
because they imported printed calicoes for sale.

The forces that overturned the old way of life in Europe—
population growth, urbanization, scientific advances, improve-
ments in transportation, and accumulated wealth—compelled
traditional structures to relinquish some control over social
and commercial activity. During the Enlightenment, new
religious and philosophical beliefs, particularly the advent
of political liberalism and the theory of natural rights—the
rights to “life, liberty and property” in John Locke’s famous
formulation—provided a moral and conceptual foundation
for modern economics and democracy. These ideas helped
demarcate a new sector of society—a private sector—in which
individuals could reorganize the patterns of production in

order to capture the benefits of their enterprise.
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To make sense of the forces unleashed by these historic
changes, the dismal science, economics, was born. Its founding
text, The Wealth of Nations by Adam Smith, was published in
1776. This coincided with the birth of the United States, the
nation that more than any other would place economic liber-
alism at the center of national discourse.

Historians have pointed to one event that occurred during
the Renaissance as among the most significant in modern
history: the creation of the limited-liability joint-stock corpora-
tion. This legal innovation made it possible and attractive for
investors to pool capital to build companies that could grow
virtually without limit. To get an idea of the implications,
consider that in the United States today, although 99.7 percent
of all companies have fewer than five hundred employees, the
tiny percentage of firms above this mark employ almost half
the nation’s salaried workers.

Corporations have grown immensely powerful. Three
hundred multinational corporations control roughly a quarter
of the world’s wealth. Their managers frequently make deci-
sions that run counter to the long-term interests of the public
and even their own shareholders, as the recent financial crisis
has illustrated. Some view these derelictions as an unavoid-
able consequence of the corporate legal structure. For example,
in his book The Corporation, law professor Joel Bakan argues
that while a corporation enjoys the legal status of a person, it
is free of the social and legal forces that ensure good behavior
from real people, such as empathy, public disapproval, and
the threat of imprisonment. “Unlike the human beings who
inhabit it,” he writes, “the corporation is singularly self-
interested and unable to feel genuine concern for others in
any context.” (Today, many social entrepreneurs with back-

grounds in law and finance are working to change rules and
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incentive structures to ensure greater social responsibility
from corporations.)

As the business sector developed, institutions were
constructed to accelerate the flow of capital, provide busi-
ness and management training, reward firms for better
performance, spread business knowledge throughout society,
facilitate business start-ups, and, in some countries, regulate
business and financial activities. These institutions and regula-
tions include antitrust laws, stock exchanges, business schools,
accounting firms, securities and exchange commissions, busi-
ness journalism, and, in recent years, venture capital.

What was the effect of the emergence of business entrepre-
neurship? The economist William J. Baumol has noted that
during the 1700s, per-capita incomes in Europe are estimated
to have risen 20 or 30 percent; during the 1800s, they rose
200 to 300 percent. And during the 1900s, the conservative
estimate is that per-capita income in free-market economies
increased 700 percent.

The rise of modern business created new wealth (large
middle classes), new comforts (washing machines, electric
lights, faster transportation), new patterns of living (40-hour
workweeks, vacation time, retirement), and many new prob-
lems, including population displacement, the decimation of
traditional cultures, abusive labor practices, environmental
disasters, and the exploitative pursuit of cheap minerals and
energy sources—many of the causes of the maldevelopment
that continues to haunt much of the world, from West Virginia
to the Congo to Iraq.

The intimate relationship between the two forms of entre-
preneurship is evident in the fact that many of the most
familiar examples of social entrepreneurship in the United

States came about in response to problems created by the
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successes of business and were financed by the philanthropy
of industrialists and the pooled wages of their workers.

Consider the surge of creative citizen activity in the United
States between 1880 and 1920, when the country was rapidly
being transformed from a collection of small, self-sufficient
farms and midsize cities into an industrialized consumer
society. Millions of immigrants and rural Americans were
flooding into cities that were stretched beyond capacity—
a situation comparable in many respects to the massive rural-
to-urban migration occurring across the developing world
today.

The new city dwellers had to learn how to translate their
numbers into political power so they could change the oppres-
sive conditions in America’s slums and factories. It was during
this period, the Progressive Age, that enlightened philanthro-
pists began experimenting with “scientific charity,” which
aimed to transform the conditions that produced poverty, not
just to provide comfort to the poor and ease the consciences
of the rich. This era produced many of the organizations that
form the American tapestry: the Salvation Army, the Urban
League, the Lions Clubs, the Boy and Girl Scouts, Goodwill
Industries, the PTA, the NAACP, Hull House, Rotary Interna-
tional, the YWCA, the League of Women Voters, many labor
unions, and hundreds of other such organizations.

The United States was unusual in the degree that its citizenry
self-organized to address problems almost from the nation’s
inception. As far back as the 1830s, Alexis de Tocqueville
wrote that Americans seemed to possess a unique propensity
for creating associations. It is no longer clear that America
is exceptional in this regard, given the explosion of social
entrepreneurship today in places as diverse as Brazil, India,
Thailand, and South Africa. What is clear is that Americans
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were the beneficiaries of laws and attitudes highly favorable
to social entrepreneurship—laws that can be directly traced to
England’s Charitable Uses Act of 1601, which defined roles for
citizens in the redressing of social problems. The U.S. Constitu-
tion stipulates that all powers not explicitly given to the states
or to the federal government are given to the people. Both the
presumption of a robust citizen domain and U.S. nonprofit
law were departures from the global norm. Many countries
would not put similar laws in place until the 1990s. In France,
which was Tocqueville’s reference point, private social service
associations were banned until 19o1.

The rush of citizen activity that Americans experienced a
century ago when faced with a profound and painful transi-

tion is analogous to today’s global changes.

When did it emerge as a global movement?

To answer this we need to consider the human condition in
the past. In Bury the Chains, Adam Hochschild explains that
at the end of the eighteenth century, well over three-quarters
of all people were living in slavery or serfdom. Of those not
enslaved, the majority were forced to submit to the rule of
kings or dictators, locked into immutable traditions that did
not permit dissent, or consigned to short lives characterized
by crushing poverty, disease, and violence.

Until recently, even in developed countries, women, dark-
skinned people, the disabled, and any number of minority
groups were segregated, denied the vote, or subjected to
additional forms of discrimination often backed up by the
full weight of law. Members of these groups continue to face
discrimination, while gay, lesbian, and transgender people

are still struggling for equality under the law. Over the past
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forty years, however, social norms have evolved, and oppor-
tunities have opened up for many of them. Around the globe,
the changes have been even more dramatic, as authoritarian
governments have fallen, education, health care, and commu-
nications have been extended to hundreds of millions of
families, and economic growth has produced large middle
classes. The result has been an explosion of citizen activity,
including the establishment of millions of new social-purpose
organizations.

The biggest driver of change has been the women’s move-
ment, which shifted aspirations and expanded the scope of
possibility for women in many societies (though certainly
not all). In recent years, leaders like Ela Bhatt, founder of
the Self-Employed Women’s Association in India, and Nobel
Peace Prize winner Wangari Maathai, founder of the Green
Belt Movement in Kenya, have established new pathways
for women in Asia and Africa. And other long-marginalized
groups, such as Afro-Brazilians, the Roma in Hungary, and the
Dalit (untouchables) in India, have benefited from an array of
social justice movements.

Since the 1970s, the world has witnessed the collapse of
many communist and authoritarian regimes. Citizens regu-
larly challenge power and convention in countries where,
thirty or forty years ago, they might have been “disappeared,”
“banned,” or imprisoned for doing so. Prior to the 1980s or
1990s, social entrepreneurs would not have been tolerated
in such countries as Argentina, Brazil, Chile, Hungary, Indo-
nesia, Nigeria, Pakistan, Poland, Portugal, South Africa, Spain,
Thailand, or Vietnam. Although they still face dangers in some
of these countries, many nevertheless operate openly.

Mikhail Gorbachev said that the single biggest factor
behind the demise of the Soviet Union was the Beatles.
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Decades before the advent of the Internet, radio, television,
and cassettes made it difficult to contain ideas within borders
and suppress human aspirations. We have to stop to recall that
not long ago, leaders like Vaclav Havel and Stephen Biko were
imprisoned or murdered because of the power of their words.
To be sure, suppression continues in countries such as China,
Iran, Myanmar, and North Korea. However, the uprisings that
followed the fraudulent Iranian election in 2009, chronicled
globally via Twitter, demonstrated the problems governments
now face in keeping citizens in the dark.

It was during the 1980s and 1990s that disparities in wealth
and freedom grew particularly vivid to much of the world
through global media. Governments and businesses found
themselves closely scrutinized. With new exposures, people’s
expectations shifted. In many places, frustration and anger
mounted about conditions (and abuses) that had previously
gone unquestioned and unchallenged. Among global civil
society organizations, a consensus emerged that governments
too often failed in their core representative duties, and corpo-
rations too often exacerbated suffering and inequality and
destroyed the environment for short-term gain. The clearest
indication of the dissatisfaction with governments was the
decline in voter turnout in virtually every nation where free
elections were held. Governments, liberal and conservative
alike, were widely perceived as impotent in the face of concen-
trated corporate power.

Governments conspicuously failed to stand up to busi-
ness interests when it came to safeguarding the environment,
protecting human rights, ensuring access to health care and
decent working conditions, and regulating financial institu-
tions. To many, it seemed that World Bank projects and IMF
policies were explicitly designed to benefit the wealthy at the
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expense of the poor. Reforms were needed, and nowhere more
than within the very institutions charged with protecting
the public interest. But many recognized that change wasn’t
going to originate from within these institutions. For change
to happen, new institutions and new spheres of power would
need to be created.

This recognition coincided with the new freedoms
described above and was supported by advances in educa-
tion and health, which further strengthened the global citi-
zenry. Between 1970 and 1985, adult literacy in the developing
world increased from 43 to 60 percent. During the 1970s alone,
the number of universities in the world doubled. During the
twentieth century, largely owing to improvements in sanita-
tion, the advent of antibiotics, and advances in plant genetics
(which led to the Green Revolution), life expectancy soared
from 25 to 63 in the developing world and from 45 to 75 in
the developed world. Many other gains were concentrated
over the past four decades. During the 1980s, for example, the
global vaccination rate of children climbed from 20 percent
to almost 8o percent, preventing millions of child deaths and
disabilities annually.

Along with these changes came massive demographic
shifts. The last decade of the twentieth century was the first in
human history in which more people lived in cities than in the
countryside. Two or three generations ago, the vast majority
of the world’s people still lived in villages or towns where
communication with the outside world was limited. People
tended to stay in one place all their lives and learned their
work from their parents.

That world has disappeared, and, historically speaking, it
vanished overnight. In a few decades, hundreds of millions
fled villages and towns to find employment in cities. The
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urban population in developing countries was three hundred
million in 1950. By 2025, it is expected to reach four and a half
billion.

Urbanization intensifies economic change. Richard Florida,
author of The Rise of the Creative Class, notes that the forty
largest megaregions in the world—stretches of interconnected
cities spanning hundreds of miles—are home to a fifth of the
world’s population but produce two-thirds of the world’s
economic output and go percent of its innovations. Urbaniza-
tion has coincided with the growth of large middle classes
in Brazil, China, India, Indonesia, and other developing
countries. And because members of this class enjoy access to
education, wealth, and political power yet remain less vested
in historic systems of privilege, they often become highly
effective social entrepreneurs.

Below the middle class, the expansion of economic oppor-
tunity has spread to tens of millions of families through
microfinance and thousands of organization such as Kick-
Start, TechnoServe, and International Development Enter-
prises, which provide assistance to small and medium-sized
ventures. Increasingly, people in rural areas and slums possess
the skills, resources, and confidence to create businesses and
other organizations. Microfinance and business assistance
often lead to higher levels of political engagement.

Along with these benefits, the headlong rural-to-urban
migration of recent decades has imposed great hardships.
Developing world cities—or megashantytowns—are often
violent, unhealthy, and ugly, with people living amid open
sewage and industrial pollution. Those who have been
uprooted from the countryside due to forces beyond their
control—a World Bank dam project, a multinational mining or

logging company, or even a mortgage crisis that precipitates



12 SOCIAL ENTREPRENEURSHIP

a worldwide recession—often feel adrift, anxious, and angry.
Global warming is largely a result of consumption, industry,
and farming in the West, but it is the poor in the developing
world who will suffer most from the droughts, floods, and
storms that scientists expect it to bring.

As the world has grown more urban and interdependent, the
pace of change has accelerated. Today, our adaptive systems
must keep pace. Whether it’s the environmental threat, infec-
tious diseases, global terrorism, or economic crises, we have
little time to fix things when they go awry; nor can we address
problems chiefly in a centralized manner. Solutions must be
decentralized and integrated and deployed in real time.

Let’s put it all together now. Large numbers of people
around the world have experienced the removal of historic
constraints. Attainment of their newfound freedoms coincides
with more wealth, longer life spans, better communication,
and an array of problems that necessitate the creation of new
solutions.

Now consider what emerged over the past forty years:
millions of new organizations aimed at addressing problems
from every conceivable angle; and hundreds of new move-
ments to protect the environment and the rights of consumers,
eradicate landmines, expand access to microcredit, build
and finance an array of social-purpose businesses, create an
international criminal court, and protect the rights of people
with disabilities, indigenous groups, gays and lesbians, and
many others. People seeking solutions are no longer willing
to wait for governments, corporations, churches, or universi-
ties to lead.

Historical changes have produced urgent and complex
problems while simultaneously augmenting the capacity of
people around the world to address those problems. What we
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are witnessing in the field of social entrepreneurship is the
intersection of these forces as they unfold.

Who are the pioneers?

Even before the language of social entrepreneurship had
been invented, it was clear that not all social purpose orga-
nizations—so-called nongovernmental or nonprofit organiza-
tions—performed equally well. Just as some businesses grow
faster and are more profitable than others, some organizations
achieve more social impact per dollar than others. And two
groundbreaking examples of social entrepreneurship occurred
in one of the poorest countries in the world: Bangladesh.

Bangladesh was born in 1971, in the wake of a massive
cyclone and a war of independence that left the country in
devastation. Up to five hundred thousand people died from
the 1970 Bhola cyclone. During Bangladesh’s war of indepen-
dence, the Pakistani army raped hundreds of thousands of
girls and women and murdered more than a million people.
Cholera, typhoid, starvation, and other diseases claimed the
lives of up to two million more. Ten million refugees fled to
India.

The war and cyclone generated sympathy and outrage on
a global scale. International development agencies converged
on Dhaka, ready to provide aid. The conventional practice
at the time was for development assistance to flow directly
from governments of wealthy countries to governments of
poor countries, and from the top to the bottom through local
government channels. However, large amounts of free money
will almost always produce corruption, and Bangladesh’s
nascent government—which included idealistic freedom

fighters as well as political cronies—was unprepared to handle
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basic functions, let alone a massive relief and reconstruction
effort. Relief that was supposed to be spent on food, medicine,
housing, and schools was siphoned off at every level. Some
estimated that only ten to twenty percent of the aid actually
reached the poor.

This problem was not unique to Bangladesh. Globally, vast
amounts of foreign aid, like wealth from natural resources,
have ended up enriching elites in poor countries and subsi-
dizing businesses in wealthy ones. A great deal of aid money
has gone to pay high-priced Western consultants whose advice
and decisions affect countless lives in developing countries.
Although many consultants fly in and out of countries too
quickly to gain a meaningful understanding of local cultures
or conditions, they are rarely held accountable for wasteful or
harmful programs that stem from their recommendations.

In Bangladesh, the influx of aid snowballed, until it came
to represent 9o percent of the country’s development budget.
Billions of dollars were spent on projects—road construction,
electricity generation, and agriculture development—that
were prioritized by foreign donors and made sense on paper
but often fell apart on the ground or produced benefits that
bypassed the poor. The legacy of this aid is a culture of depen-
dency and corruption that continues to distort Bangladesh’s
economy and government.

However, foreign aid did support some highly positive
changes in Bangladesh when it was deployed to help finance—
but not to control—citizen organizations that were founded by
local social entrepreneurs. The two most famous examples are
the Grameen Bank (the “Village Bank”) and the Bangladesh
Rural Advancement Committee (now known as BRAC).

After the war of independence, Bangladeshis around the

world had abandoned lucrative careers in order to help rebuild
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their country. Among this group were Muhammad Yunus
and Fazle H. Abed. Yunus, an economics professor who had
completed a PhD at Vanderbilt University in the United States,
established the Grameen Bank, a for-profit, antipoverty bank
whose majority shareholders were the women villagers it
served. Abed, a former executive at Shell Oil, founded BRAC,
a nonprofit organization involved in rural education, health
care, microfinance, and social and economic development.

At the time, aid was heavily paternalistic. The relationships
between donors and recipients carried overtones from colo-
nialism. By contrast, Grameen and BRAC operated under the
presumption that Bangladeshis were capable, and they sought
to build capacity and self-reliance within the country. They
focused not just on material poverty but on dignity, eschewing
charity in favor of respectful transactions.

Instead of hiring foreigners, they hired locals, and rather
than dole out jobs to family friends, as was a commonplace
practice, they hired staff members through competitive
processes. And they refused to turn a blind eye to bribery,
something many aid donors did in order to get their projects
moving. Most of all, they were single-mindedly focused on
efficiency and results. They counted and measured every-
thing: every loan granted and repaid, every female child
educated, every package of oral rehydration salts distributed.
They tried to be responsive to their clients and prided them-
selves on their ability to help villagers recover quickly after
natural disasters.

To develop solutions, they experimented continuously.
Each launched countless variations on microfinance and rural
enterprise development. BRAC led the way in Bangladesh,
creating high-performing village-based schools and commu-
nity health programs. In Freedom from Want, lan Smillie
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examines how Abed opened up space in BRAC for staff
members to take risks, pursue innovative ideas, and share
their learning widely within the organization—while main-
taining tight quality control. Both Yunus and Abed had the
advantage of knowing they were in business for the long haul.
They knew that if an idea or program failed, they could shut
it down, absorb the lesson, and try something else. And many
failures did ensue; some even grew into crises. But they used
the failures as opportunities to think deeper about how to
solve the country’s problems. Foreign aid workers typically
had little time for trial and error. Like politicians, they needed
success in two-year cycles, because that was the average stint
before they moved on.

Although aid donors had only sporadic exposure to Bangla-
desh, they often tried to impose their development ideas on
Grameen and BRAC. Both organizations revolted, essentially
saying: You can decide not to fund us. But you cannot touch our
management. When it comes to Bangladesh, we know best.

Such defiance from recipients was unheard of. At the
time, however, the aid industry was experiencing a backlash,
and donors were feeling vulnerable. Journalists and other
researchers had begun examining the track record of the
so-called lords of poverty and revealing it to be unremarkable
at best and disastrous at worst. To maintain political viability
in their home countries, donors began hunting for organiza-
tions that could deliver results. Grameen and BRAC were the
top contenders. They were meeting with striking success and
had demonstrated the capacity to grow and maintain quality.

During the 1980s and 1990s, the Grameen Bank and BRAC
used their bargaining leverage to negotiate unprecedented
financing terms. They pressed donors, mostly governmental
and multilateral aid agencies, to commit hundreds of millions
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of dollars in grants, low-cost loans, and loan guarantees to
finance expansions. Never before had social entrepreneurs
received funding on this scale. Moreover, the funding came
as upfront capital, like investments, which allowed the organi-
zations to execute against their own multiyear growth plans.
The results were a world apart from anything the field of
international development had yet seen.

Grameen and BRAC reached national scale in Bangladesh,
each employing tens of thousands of staff members whose work
touched the lives of tens of millions of Bangladeshis in almost
every one of the nation’s seventy thousand villages. Like great
businesses, as they grew, they improved, adding new services,
using technology more effectively, and spawning imitations.
They built cultures of pride and optimism.

Today, despite Bangladesh’s enduring poverty, its
continuing saga of corruption and factional violence, and its
vulnerability to cyclones and floods, the country has managed
to expand its economy, reduce poverty by half, achieve signifi-
cant improvements in maternal and child health, and increase
rates of primary education. Except for Sri Lanka, it is the only
South Asian country that has achieved parity in school access
between girls and boys. Close to a fifth of Union Parishad offi-
cials (locally elected government administrators) come from
families served by the Grameen Bank or BRAC. In recent
national elections, more women voted than men.

The Grameen Bank and BRAC demonstrated that it was
possible to mitigate poverty on a massive scale. They achieved
new levels of success by departing from the historical pattern
of social problem solving. Rather than implement preset poli-
cies through bureaucracies in a top-down fashion, they grew
solutions from the bottom in a process characterized by trial

and error, continuous iteration, and a sharp focus on results.
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Together, these organizations helped shift the global develop-
ment paradigm. They showed that the poor were powerful
agents, not just needy beneficiaries. And they demonstrated
the dramatic benefits of placing women, rather than male
heads of households, at the center of development processes.

Over the past twenty years, thousands of development
experts, academics, journalists, businesspeople, policy makers,
and philanthropists have come to Bangladesh to appren-
tice themselves in a place that some call the Silicon Valley of
social innovation. Yunus and Abed have traveled around the
globe speaking to countless audiences and launched spinoff
organizations to spread their work in dozens of countries.
Microfinance, an idea that was treated as a crazy experiment
twenty-five years ago, is now a global industry.

Although Grameen and BRAC behaved more like successful
businesses than social programs, people didn’t explicitly refer
to Yunus and Abed as “social entrepreneurs” until the term
was popularized by the organization Ashoka during the 1980s
and 1990s. Ashoka, a global organization headquartered in
Arlington, Virginia, was founded in 1980 by Bill Drayton,
an American who had previously worked as a management
consultant and an assistant administrator in the Environ-
mental Protection Agency.

During the 1960s and 1970s, Drayton had traveled exten-
sively in India, where he was influenced by the work of
leaders such as Gandhi, Vinoba Bhave (founder of the “land
gift” movement), and Verghese Kurien (architect of the “white
revolution,” which transformed dairy production). Each of
these individuals had built organizations that realized radical
visions for change.

What Drayton saw in his travels was that Indians across the
country were doing the same. A generation after independence,
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Indians were feeling more confident and assertive about their
future. They were building organizations at every level to
address social ills that had been ignored. Drayton spoke with
many groups advocating ideas to reform Indian society—
everything from improving sanitation to encouraging polit-
ical participation from low-caste groups to creating new legal
structures to protect the rights of women. Not all the groups
were effective. He began to spot a pattern: the organizations
that were making a difference had both a good idea and an
unusually committed, creative, and action-oriented person at
the helm: an idea champion or entrepreneur. He believed that
these entrepreneurs had enormous potential to lead change
efforts, but they were hobbled by many factors: they didn’t
have much money; they were misunderstood by their families
and friends; and they often felt vulnerable and insignificant,
isolated from one another and largely ignored by the media,
the business sector, and the government.

He envisioned an organization that could support them. He
named it after an Indian emperor, Ashoka, who lived roughly
2,200 years ago and is considered by many historians to be among
the most benevolent and practical rulers in history. Some of
Ashoka’s ancient administrative reforms anticipated twentieth-
century public works programs like those of the New Deal.

Drayton’s organization began searching for social entre-
preneurs in India in the early 1980s and, shortly thereafter, in
Indonesia and Brazil. The goal was to lend financial support,
credibility, and the strength of a global fellowship to entrepre-
neurs like Yunus and Abed at the moment when their work
was poised to “take off.” As a former management consultant,
Drayton also recognized the need to build bridges between
the social sector and the world of business, which historically
had attracted most of society’s entrepreneurs. Drayton and
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his colleagues developed a process for identifying “Fellows”
using structured interviews that examined lifelong behavior
patterns, the social impact of their ideas, the creativity of their
problem solving, and their trustworthiness and personal
integrity. Over the past three decades, Ashoka has supported
more than two thousand Fellows from seventy countries,
many of whom have achieved social impact at national and
international levels.

Since the 1980s, many other organizations have emerged
which have played critical roles building the field of social
entrepreneurship. The New York-based Echoing Green Foun-
dation has supported nearly five hundred early-stage social
entrepreneurs from forty countries, inspiring many to pursue
this career out of college. New Profit, Inc., based in Boston, was
one of the first groups to meet the need for growth funding
among high-impact organizations in the United States. In
recent years, it has also led the way in strengthening the rela-
tionship between social entrepreneurs and U.S. policy makers.
The Geneva-based Schwab Foundation for Social Entrepre-
neurship has raised the profile of social entrepreneurs in the
international business community and media through its link-
ages to the World Economic Forum and its awards programs.
And the Skoll Foundation has played a central role drawing
international attention to the work of social entrepreneurs
through its media efforts, its global award and fellowship
programs, and its annual Skoll World Forum held at Oxford
University, which has become the flagship event in the field.

What does a social entrepreneur do?

We are surrounded by good ideas and effective models: we
know how to teach disadvantaged kids to read, reduce energy
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consumption, and improve health care while reducing its cost.
We even know how to eliminate much of the bullying that takes
place in school yards. At some level, all of these problems are
being solved in the United States and Canada today. But what
we don’t know how to do is to take the knowledge we possess
in bits and pieces and implement it at the scale of the problems
we are facing. Many, if not most, international development
and government schemes begin with impressive pilot proj-
ects and end with disappointing results. In their article “Social
Entrepreneurship: The Case for Definition,” Roger L. Martin
and Sally Osberg argue that the role of the social entrepreneur
is to move society from a “stable but inherently unjust equi-
librium” to a “new, stable equilibrium” that releases potential
and alleviates suffering on a major scale. Social entrepreneurs
work to ensure that sensible ideas take root and actually change
people’s thinking and behavior across a society.

Reforms at this level frequently require systems to change,
which has always been extraordinarily difficult. Six hundred
years ago, in The Prince, Niccoldo Machiavelli observed:

[T]here is nothing more difficult to take in hand, more perilous
to conduct, or more uncertain in its success, than to take the
lead in the introduction of a new order of things. Because the
innovator has for enemies all those who have done well under
the old conditions, and lukewarm defenders in those who may
do well under the new. This coolness arises partly from fear
of the opponents, who have the laws on their side, and partly
from the incredulity of men, who do not readily believe in new

things until they have had a long experience of them.

The system changer must therefore overcome apathy, habit,
incomprehension, and disbelief while facing heated resistance
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from those with vested interests. Social entrepreneurs have to
figure out how to make it happen.

Given the difficulties, it’s easy to understand why serious
problems don’t get solved more readily in modern democra-
cies, where governments balance the conflicting interests of
millions of people, including powerful elites, while under
intense scrutiny to produce short-term results.

Consider the absurd demands we make on our govern-
ments. Policy makers must appear decisive and resolute,
with ready answers at their fingertips for all manner of prob-
lems. An open and deliberative problem-solving approach,
informed by trial and error, is practically impossible to insti-
tutionalize in such an environment. As a result, policies tend
to be shaped by executive or legislative staff members who are
removed from the details of implementation yet under intense
time pressures to come up with comprehensive solutions or
“plans.” Consequentially, national policies are regularly based
on assumptions that get tested largely after they become law.

Anyone who has tried to advance a change that runs
counter to the interests of well-organized groups—the oil or
bank lobbies, the teachers union, or the National Rifle Associa-
tion, for example—knows how routinely promising ideas are
killed without fair hearings. Americans are worried that their
banking, health, education, and criminal justice systems are
profoundly inadequate for today’s challenges. Few disagree
about the need for reform, yet many insiders battle to defend
the status quo.

New ideas are often rejected by the very people who stand
to benefit from them, especially if they feel imposed upon or
baffled by the proposed changes. One of the biggest problems
in the field of information technology is “system rejection”:
employees simply refuse to use new computer systems that
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companies have spent billions to develop. In public educa-
tion, about half of all new teachers leave the profession within
five years, which is another form of system rejection. Yet their
unions, protective of hard-won battles, frequently stand in the
way of reforms that might bring successful educators more job
satisfaction and better pay.

Many ideas get off to a good start but get watered down in
the implementation. The problem may be that the agency or
institution advancing the idea is unable to grow and maintain
quality, one of the toughest organizational challenges. Perhaps
it can’t afford to hire people who have experience managing
growth. When quality deteriorates, motivation wanes. Or
perhaps a crisis strikes—a political upheaval, a stock market
plunge, a natural disaster—and a fragile organization is
washed away before it is able to establish roots.

There are countless unforeseeable dangers that can kill a
good idea. From the perspective of a theoretician, a new idea
may be interesting in and of itself. From the perspective of an
entrepreneur, it makes no sense to talk about an idea without
talking about the details of implementation, which include
such things as how to finance the work, how to motivate staff
and clients, and perhaps how to build a political constituency
or engage organized opponents. And the answers, of course,
are always changing.

If an important new idea is to achieve major social impact,
it needs a force to drive it forward that can be counted upon
to provide the care, energy, resourcefulness, and stubborn-
ness necessary to navigate the idea through the system. Social
entrepreneurs must attract attention and funding, overcome
apathy and opposition, shift behavior and mobilize political
will, continually improve the idea, and take care of all the
details in painstaking fashion, no matter how long it takes.
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Ashoka’s key insight was that if you want to predict how
things will turn out for a new idea, your best bet is to focus on
the person behind the idea. Does the person have the ability
and motivation to guide a team that can overcome what may
be an inexhaustible supply of obstacles, setbacks and heart-
breaks? Is the realization of the idea the most important thing
in the world for this person, or close?

In the cases of the Grameen Bank and BRAC, Yunus and
Abed had each embarked on long struggles marked by disap-
pointments and setbacks. In the beginning, they were very
much alone. People told Yunus that the Grameen Bank would
burst “like a balloon.” Others told Abed that he was foolish
to leave his high-paying job at Shell Oil. Both experienced
personal losses. Both had to contend with religious fundamen-
talists, military dictators, socialist revolutionaries, and, perhaps
toughest of all, a habit of corruption that sapped the trust out of
every transaction. Both worked intentionally to “market” their
ideas, repeating the same stories over and over to help mobi-
lize resources, form partnerships, disarm enemies, and woo
political power brokers. Both were committed to seeing this
process through to its end, even if it took their whole lives.

The role of the social entrepreneur can be understood
through these examples. Social entrepreneurs initiate and lead
change processes that are self-correcting, growth-oriented,
and impact-focused. They create new configurations of
people and coordinate their efforts to attack problems more
successfully than before. It's a complex role that involves a
great deal of listening, recruiting, and persuading. It takes
a curious combination of sensitivity and bullheadedness,
humility and audacity, and restlessness and patience to lead a
change process in the face of indifference, habit, fear, resource
constraints, vested interest, and institutional defenses.
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The job can be boiled down to one essential function: the
social entrepreneur helps others to envision a new possibility,
appreciate its meaning, and recognize how it can be broken
down into doable steps that build momentum for change.

The process described above can’t work if people lack a
sense of ownership for the change. It can’t work if there is insuf-
ficient space for experimentation or if people are unwilling to
talk about failure. It can’t work if the daily pressures make
it impossible to stay focused on the long-term goal. If we
consider the structural constraints in different sectors, the
need for social entrepreneurship becomes abundantly clear.
A business that doesn’t promise profits within five to seven
years will not attract conventional investment, no matter how
important its products. An idea that doesn't fit within the polit-
ical shutter speed will face an uphill battle in government. (It's
easier to get politicians to spend money on incarceration than
on early childhood education.) To orchestrate positive long-
term changes, we need people who think beyond quarterly
reports and news and election cycles, and who persist in the
absence of short-term rewards or recognition. We need people
who possess a ground-level view of problems and a moun-
taintop vision, who have a talent for building teams and the
freedom to experiment. We need natural institution builders
who care more about solving social problems than becoming
personally wealthy.

Finally, it’s important to reemphasize that social entrepre-
neurship is a process that involves more than the founders
of organizations. Many extraordinary people work closely
with social entrepreneurs for years without receiving public

4

recognition, including many “intrapreneurs,” who drive
considerable innovation within their organizations. Examples

include Dipal Chandra Barua in the Grameen Bank, Aminul
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Alam in BRAC, and Sushmita Ghosh in Ashoka. To be sure,
founders play central roles initiating and navigating changes
processes and marketing ideas. They receive the lion’s share
of awards and media attention, but they accomplish little by
themselves.

What are social entrepreneurs like?

Social entrepreneurs come from all walks of life. Some begin
their careers as doctors, engineers, teachers, priests, social
workers, clowns, journalists, computer programmers, artists,
nurses, businesspeople, and architects. Some get pulled into
their work because of friendship or family crises. The Ashoka
Fellowship offers the most comprehensive view of the global
field of social entrepreneurship. At a gathering of Ashoka
Fellows, you might find a twenty-four-year-old factory worker
from an Asian slum discussing growth strategies with a sixty-
year-old Mexican banker in pinstripes. Next to them an Indian
journalist in a wheelchair might be overheard exchanging orga-
nizing tactics with a Polish organic farmer, while listening in
are an American defense attorney, a former professional surfer
from Brazil, a South African pediatrician, and a Bangladeshi
garment manufacturer. In the crowd would be MBAs from top
universities and villagers with secondary school educations,
people who work in laboratories, and people who spend their
days where there is no electricity and no running water.

All of them share some basic temperamental qualities. For
example, entrepreneurs are comfortable with uncertainty,
have a high need for autonomy, and are biased toward action.
However, entrepreneurs are not necessarily highly charis-
matic or confident. Research indicates that their success is
less a function of inborn personality traits than the patterns
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of behavior they adopt. Although some people are born with
more entrepreneurial inclination than others, the management
expert Peter Drucker has argued that most people can learn to
behave like entrepreneurs.

In particular, certain types of experiences seem to help
people, especially children, discover their agency. Many social
entrepreneurs can recall a time in childhood when they were
actively encouraged by an adult to take initiative—to start a
club or organize a league, for example—and then assisted in
the process. The achievement taught them to value and act on
their own ideas. Many also recall instances when they spoke
up against injustice—called out a bully on the playground, for
example, or pointed out a racial stereotype inadvertently used
by a teacher—and discovered that they could make a differ-
ence. Those experiences were highly reinforcing.

Psychologists note that entrepreneurs score high on the
quality “inner locus of control.” They locate power within,
rather than outside, themselves. If they don’t have the skills to
solve a problem, they believe they can acquire them by experi-
menting, by observing experts, or by getting help from others.
When things go wrong, they want to know primarily what
happened—and what needs to be fixed, not whom to blame.
They don’t take failure as an indication of personal inad-
equacy but as an indication of a gap in their understanding,
something that can be remedied with more effort.

Social entrepreneurs frequently speak of an adult they
were close to in childhood, usually a parent or other relative,
who was highly ethical and had a profound influence on their
thinking. They often refer to these relatives when explaining
their inability to bypass the suffering of others. Many have
vivid recollections of times when this adult guided or chal-

lenged them to understand injustice or question conventional
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beliefs. For example, Alice Tepper Marlin, the founder of Social
Accountability International and one of the pioneers in the
field of socially responsible business, grew up in a comfort-
able community in New Jersey. When she was in grade school,
her father periodically took her to see New York City’s Lower
East Side, where poverty was highly concentrated and many
people lived on the streets. Those experiences and conversa-
tions, which she found deeply moving, changed her under-
standing of the world.

The most common misconception about entrepreneurs is
that they like to take risks. While researching his landmark
book The Achieving Society, David McClelland found that
entrepreneurs are attracted to challenges when the key deter-
minant of success is skill, not chance. Entrepreneurs aren’t
gamblers, he wrote. In fact, they will go to extreme lengths to
minimize or eliminate risks, painstakingly seeking informa-
tion to increase the odds of success. They usually overesti-
mate their chances of success, however, which is why others
perceive them as risk takers.

Entrepreneurs tend to be good listeners. They must be able
to identify with others so they can understand their motiva-
tions and bring them together into effective teams. Andrew
Carnegie said that entrepreneurs must be willing to endure the
“humbling eclipse of self” that comes from “profound learning
from others.” They tend to be open-minded and on the lookout
for useful information. Goethe could have been describing
entrepreneurs when he noted that “the person of analytic or
critical intellect finds something ridiculous in everything”
while “the person of synthetic or constructive intellect” finds
something ridiculous “in almost nothing.”

For people who are often exposed to extreme suffering,
social entrepreneurs are surprisingly nonideological. Ideology
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can impede problem solving if it puts a filter on reality and
causes a person to dismiss evidence that challenges his or
her beliefs. Entrepreneurs intentionally cultivate relation-
ships with people across political camps and from a variety of
backgrounds so they can better understand how to navigate
change. They will attend the World Economic Forum one year
(if they can get in) and the World Social Forum the next.

To succeed, social entrepreneurs have to remain steadfast
in the face of choruses of doubters and critics. This quality can
have some downsides; it allows such people to ignore detrac-
tors but may cause them to disregard their own shortcomings
or even their own desires. Some social entrepreneurs devote
themselves so fully to their ideas that they never get around to
marrying or having children, even though they once hoped to
have families. And, having immersed themselves completely
in their work, they sometimes have difficulty working closely
with people who want to lead more balanced lives.

Many social entrepreneurs believe that they are fulfilling
their life’s purpose. For some, this conviction stems from a
conscious faith. For others, it grows intuitively and slowly as
they pursue different kinds of work until alighting on a voca-
tion that expresses their values and talents. Some who have
suffered a great loss or trauma derive meaning and comfort
by working to relieve the pain of others or to prevent others
from having to endure similar pain. Candice Lightner founded
the group Mothers Against Drunk Driving after her thirteen-
year-old daughter, Cari, was killed by a drunk driver who
was a repeat offender. Leaders in the disability movement
are frequently disabled themselves or have disabled chil-
dren. Many doctors who have become social entrepreneurs
did so after witnessing suffering that was not being alleviated
through conventional medical models. A common pattern is for
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a person to take action to help a friend, relative or patient, only
to discover others in similar circumstances. The person finds
himself drawn deeper into the work and is unable to return to
a previous way of living. For example, in their book Be Bold,
Cheryl L. Dorsey and Lara Galinsky tell stories of twelve social
entrepreneurs supported by Echoing Green who all experi-
enced a “moment of obligation” that caused them to change
course and pursue work of deep personal significance.
Finally, one quality not to be overlooked is the capacity to
derive joy and celebrate small successes, even while the path
ahead remains difficult. Social entrepreneurship is a long-
term commitment, with many setbacks and disappointments.
Those who stick it out and manage to recruit others always

find ways to enjoy the journey.

What is the difference between social

and business entrepreneurship?

The main difference has to do with purpose, or what the
enterprise is trying to maximize. For social entrepreneurs, the
bottom line is to maximize some form of social impact, usually
by addressing an urgent need that is being mishandled, over-
looked, or ignored by other institutions. For business entre-
preneurs, the bottom line may be to maximize profits or
shareholder wealth, or to build an ongoing, respected entity
that provides value to customers and meaningful work to
employees. The world needs both kinds of entrepreneurship;
one should not be deemed superior to the other, although social
entrepreneurship is often more challenging because it tackles
problems that have defied governmental approaches and for
which market solutions have not yet been demonstrated. And,

of course, there are overlaps: social entrepreneurs often earn
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profits through social enterprises, and businesspeople are
frequently concerned with social responsibility. Both types
of entrepreneurship require vision, initiative, organization
building and “marketing.” In terms of skill and temperament,
social and business entrepreneurs are strikingly similar. But
their primary objectives are different.

People build enterprises to accomplish many different
things. Some seek to build the world’s dominant running
shoe company, construct the world’s fastest computers, or
expand the market for subprime loans. Others want to create
integrated housing for disabled people, develop vaccines for
developing world diseases, or help poor children gain access
to quality books. Some researchers argue that there is little
use in making distinctions and that all entrepreneurs should
be considered social entrepreneurs because they generate
employment and meet needs. We disagree. We wouldn't call
someone a social entrepreneur who introduced snacks like
potato chips or Twinkies to the Chinese market, even if his or
her firm generated a million jobs.

Seeking to maximize social impact is not the only crite-
rion for social entrepreneurship. As Greg Dees noted, entre-
preneurship involves elements of newness and dynamism.
Today, thousands of “cleantech” and “greentech” compa-
nies are addressing environmental problems, but not all are
examples of social entrepreneurship. Within the solar energy
industry, for example, many firms sell established products in
established markets. Without minimizing their contributions
to the solution, it’s useful to distinguish conventional firms
from those that are pioneering new products, attempting to
change industries, or building markets in particularly difficult
contexts. The small firm D.light Design is a good example. In

a world in which two billion people lack access to electricity,
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it is trying to market low-cost solar-electric lamps to villagers
and slum dwellers in the developing world so they can switch
from kerosene, an unhealthy and dangerous substance that
contributes to global warming.

One of the leading examples of social entrepreneurship in
the United States is ShoreBank Corporation, the nation’s first
community development and environmentally conscious
bank holding company. Headquartered on Chicago’s South
Side, today ShoreBank is a $2.4 billion company with for-
profit banks and social-purpose affiliates in five states, as well
as global consulting and financing arms. It began by lending
money to local businesspeople on the South Side of Chicago
who rehabilitated the neighborhood’s housing stock. If
ShoreBank had set up shop in a middle-class community, we
would simply call it a bank—a good bank, to be sure. But its
founders intentionally opened in a poor area of Chicago that
was reeling from the flight of the middle class, where banking
services had become all but nonexistent. ShoreBank devel-
oped a business model attuned to the needs of this under-
banked community and, in the process, helped transform it.
The bank sought to maximize the social impact of its lending,
while maintaining a healthy profit margin. Had ShoreBank
sought to maximize profits, it would have done what many
other banks did at the time: abandon the inner cities. Instead,
it became the only bank to support the landmark Community
Reinvestment Act, which aimed to halt the redlining of poor
neighborhoods.

Moreover, two of ShoreBank’s founders, Ron Grzywinski
and Mary Houghton, took several trips to Bangladesh to share
their banking experiences with officials of the Grameen Bank
and BRAC. Through ShoreBank’s affiliated nonprofit arm,
Yunus and a senior BRAC manager traveled to the United
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States in exchanges that led to the establishment of microfi-
nance programs in several U.S. states and attracted the atten-
tion of key policy makers, notably Bill and Hillary Clinton,
then governor and first lady of Arkansas, who carried their
support for microfinance into the White House.

Social entrepreneurship has to be understood also in rela-
tion to the evolution of thinking and practice in a given field.
What is innovative in one generation may be conventional or
even retrograde in the next. Microfinance began as an example
of social entrepreneurship, but now these services are being
extended by formal financial institutions primarily interested
in profitability. Commercial banks have entered this market
following thirty years of work by path breakers who demon-
strated its viability. The people who broke ground didn’t get
wealthy; some depleted personal savings to build their orga-
nizations. Now commercial microfinance promises to open up
huge capital flows for financing small loans. The banks’ efforts,
if handled responsibly, could benefit hundreds of millions of
people, perhaps billions. In our view, however, banks prac-
tice social entrepreneurship only when they seek to maximize
social impact rather than profitability. The test is what they
do when faced to choose between the two objectives. Do
they overlook poorer borrowers in favor of wealthier ones?
Do they charge the poor interest rates that are substantially
higher than their own cost of capital? The current mortgage
crisis occurred because banks were so concerned with profits
they neglected the social consequences of their lending.
A similar crisis in microfinance could produce suffering
around the globe.

For generations, business entrepreneurs have outnumbered
and received more attention than social entrepreneurs. The top

business entrepreneurs benefited from robust financial and
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managerial services, which allowed them to build phenom-
enally successful companies. They generated tremendous
excitement; many became legends. By contrast, the social
entrepreneurs contended with unpredictable and fragmented
financing. Their organizations grew slowly. The founders did
not appear on Forbes lists. Media companies did not create
magazines devoted to their activities. They didn’t even get
their own newspaper beats. Next to business and government
leaders, their role went unnoticed.

But that is changing. Today the attention meter is angling
in the direction of social entrepreneurship as more people
are asking themselves the question at its heart: What kind of
enterprise is worth devoting your life to build?

What are the differences between social

entrepreneurship and government?

We often reduce social entrepreneurship to stories of char-
ismatic people. As we have mentioned, social entrepreneur-
ship describes a process, a way to organize problem-solving
efforts. The entrepreneurial authors get the ball rolling, but
the process has its own characteristics.

Unlike governmental efforts, it flows from the bottom
up. Typically it grows out of one person’s direct interaction
with a problem and a simple question: “Hey, what if we tried
X?” What follows is an experiment, a response, some adjust-
ment, and more experimentation. Over time, the entrepreneur
accumulates experience. He or she works to attract resources
and usually has to persuade people to abandon conventional
careers in order to join a small team of people committed to
an unproven idea. At the outset, the process requires unusual

levels of commitment. It also requires humility and faith,
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because in most cases, early efforts are small, fraught with
error, and take years to show significant results. If the process
is successful, what emerges is a new institution whose staff,
board members, and supporters bring together the skills,
knowledge, and influence to advance a new approach.

Social entrepreneurs don’t control major resources, and, unlike
governments, they can’t command compliance. They have to
leverage resources that others control and influence people by
articulating goals that are meaningful. Social entrepreneurs are
most effective when they demonstrate ideas that inspire others
to go out and create their own social change. The beauty of
demonstrating positive pathways is that it is possible to redi-
rect human energy without telling people what to do. Consider
the spread of microfinance, charter schools, and independent
living centers, which have been taken up by people working
independently around the world. People have embraced these
ideas because they offer opportunities to be effective.

Social entrepreneurship is inductive and outward-looking:
it moves from observation and experimentation to institution-
alization and independent adoption. As a rule, major initia-
tives advanced by governments and international aid agencies
flow in the reverse direction, beginning with policy battles and
ending with programs planned and implemented through
agencies or contracted to service providers. This approach has
its own characteristics. Public policies often lack a nuanced
appreciation for ground-level details. Rules and procedures
designed to prevent corruption or waste, or to ensure fairness,
often limit flexibility and responsiveness. Another character-
istic is that any modification at the local level may involve a
long approval process.

Even when policies are flawed, it takes a monumental effort

to correct them. Once a program is rolled out, with a budget
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and a constituency to defend that budget, it will remain there
almost regardless of its effectiveness. The primary feedback
mechanisms for policy makers—press reports and elections—
punish failure and demand results in unrealistically short
time frames. Consequentially, elected officials come to favor
the short-term appearance of success over actual success. This
dynamic understandably distorts policy making.

Social entrepreneurs are less encumbered by these
constraints, which accounts for their competitive advantage
in devising solutions. They can try out crazy ideas and hire
and fire people based solely on performance. They can recruit
talented executives more easily than government (assuming
they can pay them) because nobody has to worry about
being attacked in the press for joining a citizen organization.
(Many executives cringe at the thought of putting themselves
forward for high-level government posts.) Most of all, social
entrepreneurs have the luxury to work on problems until they
figure them out, provided they can find someone to foot the
bill. Often, groundbreaking strategic insights don’t come for
years, as was the case with the Grameen Bank, which began
making loans primarily to women after seven years of experi-
mentation lending mainly to men.

These structural differences explain why social entre-
preneurs are so inventive and highly motivated and why
committed people in government often feel frustrated and
hamstrung.

Governments can be innovative, of course, especially when
institutional entrepreneurs, or intrapreneurs, are given leeway
to innovate. The possibilities for changing public struc-
tures from within have been demonstrated by such people
as Francis Perkins, the architect of much of the New Deal;
Sargent Shriver, who launched the Peace Corps; John Gardner,
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who led President Johnson’s Department of Health, Education
and Welfare and later established the White House Fellows
Program and the public interest lobby Common Cause; and
James Grant, the former head of UNICEF who led massive
efforts to disseminate vaccines and oral rehydration therapy,
preventing the deaths of tens of million of children.

Like business entrepreneurship, social entrepreneurship
carries risks. Just as nobody can predict where the next eBay,
Google, or Twitter will come from, nobody can predict where
the best solutions to tough social problems will emerge. To
produce a steady steam of social innovations, we need to
actively search for social entrepreneurs with the same seri-
ousness and vigor that investors like Warren Buffett devote to
finding and building undervalued companies. This approach,
which can be undertaken equally by governments and other
social investors, will naturally produce many social ventures
that fail, some that perform well, and a few that cause trans-
formative change. Society needs to encourage and harness
decentralized social experimentation on a larger scale and far
more systematically than it currently does. Governments, in
particular, would benefit by focusing more on spotting and
supporting talented changemakers outside their walls.

To address problems at the necessary scale, we need to inter-
weave the creativity, agility, and operational excellence found
in the field of social entrepreneurship with the resources and

legitimacy of governments.

How is social entrepreneurship different from activism?

Activism can be thought of as a subset of social entrepreneur-
ship, one of many tactics employed to advance change. The
simplest distinction is that activists generally seek to elicit
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change by influencing the decision making of large institu-
tions or by changing public attitudes, while social entrepre-
neurs pursue a wider range of options, including building
institutions that directly implement solutions themselves.
Many social entrepreneurs incorporate activism in their
work, crafting campaigns to induce change in governments,
corporations, universities, or bodies like the World Trade Orga-
nization. Groups such as 15Sky, 350.0rg, and the Energy Action
Coalition are organizing hundreds of thousands of people
to change U.S. environmental policies in response to global
warming. The Genocide Intervention Network has organized
thousands of student activists who pressure governments
to respond more forcefully to mass atrocities in Darfur, the
Democratic Republic of Congo, and other countries. In recent
decades, activists have been primary actors in movements
seeking to ban landmines and to advance legal protections for
women, gays, racial minorities, and people with disabilities.
Activism and direct problem solving go hand in hand. In
the field of disability, for example, early social entrepreneurs
built schools for people with visual and hearing impairments
and adapted learning environments for people with other
disabilities. In recent decades, they created accessible work-
places and independent living centers. These innovations broke
new ground and demonstrated that disabled people could live
more independent and satisfying lives—and could be far better
integrated with mainstream society—than had previously been
imagined. But most were relatively small, privately funded
organizations, and they were far from a comprehensive solu-
tion to disability discrimination. Advocates saw that as long as
public schools, universities, and businesses were permitted by
law to systematically exclude students and employees purely on
the basis of a disability, the disabled would remain marginal.
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In the 1970s, therefore, disability groups established new
organizations that explicitly focused on activism rather than
service delivery, with the dual goals of spreading awareness
about the conditions of people with disabilities and changing
laws and standards across society. One early group, Disability
in Action, attracted national attention by occupying a floor
in a federal office building for 25 days in 1977. The attention
led the U.S. government to pass the nation’s first regulations
banning discrimination against the disabled in any federally
funded institution or government contractor. In 1990, many
of the same activists won passage of the landmark Americans
with Disabilities Act.

Activists bring political or consumer pressure to bear by
showing their numbers and their intensity, and thereby forcing
elected officials, business executives, or other leaders to heed
their demands and attend to their grievances. As a long-term
change strategy, however, the greatest power of activism may
not be its ability to compel action but its capacity to elicit
empathy by making injustice and suffering palpable. There
is no better example of this than Gandhi’s 1930 Salt March,
which dramatized the injustice of colonial rule by focusing on
what appeared to be a tiny prohibition: the law that forbade
Indians from making their own salt.

It was a seemingly simple plan: Gandhi announced his
intention to make salt and spent days walking from his
inland ashram to the Bombay salt flats on the Indian Ocean.
He knew his 241-mile walk would slowly build suspense and
that it would culminate in a confrontation with the colonial
authority. When he finally arrived at the sea, before tens of
thousands of witnesses, including many journalists, Gandhi
bent down, picked up some salt, held it aloft, and was
promptly arrested.
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More than sixty thousand Indians repeated his act. Many
were subsequently beaten bloody by soldiers working for the
British authorities. The activists refused to fight back and the
images of dignified men and women being brutally clubbed
by soldiers circulated around the globe. The effect was to bring
into sharp focus the moral deformity of colonialism.

Years later, American civil rights activists, led by Martin
Luther King Jr., followed Gandhi’s lead as they marched peace-
fully in the streets of the South, singing and holding hands, while
phalanxes of police, armed with riot gear and clubs, vicious dogs
and fire hoses, set upon them in brutal attacks. Scholars have
argued that the images of these confrontations, beamed into
millions of homes, were critical in opening the hearts of millions
to the plight of American blacks.

One fundamental difference between today’s social entre-
preneurs and yesterday’s activists is that, historically, activists
have proceeded largely as outsiders to power—like uninvited
guests storming the gates of the mansion. By contrast, social
entrepreneurs frequently combine outside- and inside-oriented
tactics to bring change. In recent years, for example, social
entrepreneurs in the environmental movement have engaged
directly with companies such as Wal-Mart and General Elec-
tric, as well as the U.S. Army, to teach environmentally posi-
tive practices. Outside activists have convinced companies
that they need to change, while social entrepreneurs working
on the inside have shown them what to do.

This points to a central insight of social entrepreneurship:
institutions on the receiving end of pressure are frequently
at a loss about how to respond to demands for change. For
example, environmental activists often assume that corporate
executives know how to modify their business practices and

remain profitable. But in the face of new environmental and
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global economic pressures, many business leaders are bewil-
dered and defensive. To get them to break with the past, it’s
not enough to condemn them or boycott their companies. We
must show them how to build the future. We must advise or
compete with them.

This dimension—the constructive element of change—is
too often overlooked by would be changemakers. Consider the
field of education. To be sure, political mobilization is essential
to reform education policies. But today we need to figure out
how to build systems to identify, retain, and nurture effective
teachers and ensure that ineffective teachers are rerouted to
other careers as quickly as possible. For this, we need demon-
strated solutions, not just political power. Accordingly, a kind
of activism is emerging that is more concerned with problem
solving than voicing outrage. As New York Times columnist
Nicholas D. Kristof has observed: “I'm struck that while there
has always been student activism, it was mostly protest in my
day, while these days it often includes an element of starting
an organization to do something positive as well. It’s the social

entrepreneurship revolution, and I'm in awe of it.”

What is the relationship between social

entrepreneurship and democracy?

Democracies flourish when large numbers of citizens acquire
the capacity to shape civic life. Social entrepreneurship is
a process by which citizens organize to do just that. To the
degree that a significant percentage of people—not just a few
appointed or elected elites—are engaged in leadership efforts
to address problems, and to the degree that they know how
to be effective, they will feel more confident and powerful as

citizens, and the society will be more adaptive and resilient.
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The history of the United States is full of examples of social
entrepreneurs who have strengthened democracy. People
like William Lloyd Garrison, Susan B. Anthony, Booker T.
Washington, and the disability advocate Judith E. Heumann
collaborated in building institutions that made it possible for
Americans to acquire and express their power as citizens and
thus shape their own history. Similarly, half a decade after the
Berlin Wall fell, Ashoka found social entrepreneurs emerging
in large numbers across Eastern Europe. They had already
started building new schools and environmental organiza-
tions to replace the bureaucracies that had dominated under
Communism.

Democracy is a process of continual adaptation, as citizens
experiment in the building of institutions to meet their needs
at different moments in history. During the twentieth century,
for example, citizens in wealthy democracies pressed their
governments to construct an array of new public goods and
safety nets, such as publicly funded education, social security,
and health care for the poor and elderly. They greatly expanded
the role of the government, which became a provider and
third-party purchaser of many services.

But in recent decades, it has become clear that that many
of those services have fallen short of their goals: for example,
many public schools fail to educate significant numbers of
students, most foster care systems do not prepare youth for
successful adulthood, and the criminal justice system routinely
turns minor offenders into career criminals. Citizens have
responded by building a new array of institutions to try to
fix the problems that emerged out of the solutions developed
by previous generations. Abraham Lincoln saw the evolution
of the nation as an iterative process, with each new genera-

tion standing on the shoulders of the previous one, striving to
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bring society a little closer to its founding ideals of freedom
and equality.

Today, for example, we see groups like the Memphis-based
Youth Villages improving the foster care model through
family-based treatments. Foster care was itself an improve-
ment over the earlier state of affairs, in which youths from
troubled families were often sent to work houses as inden-
tured servants. That in turn was believed to have been an
improvement over the practice of placing children in alms-
houses, which had a history of neglect and abuse.

Over the past thirty years, social entrepreneurs oper-
ating globally have also demonstrated that in predemocratic
contexts or in the context of fragile democracies, their work
builds skills and attitudes that can ignite and reinforce citizen
power. Each time a citizen stands up and acts effectively to
address a problem, others are emboldened. People first come
to believe that change is possible, and then they learn how to
advance change themselves.

That happened in Brazil in the early 1980s. While the country
was still under military rule, social entrepreneurs began encour-
aging citizens to challenge government and business hege-
mony. Chico Mendes and Mary Allegretti organized indigenous
people and rubber tappers to protest the burning and cutting
of the Amazon rain forest, leading others to demand protec-
tions in the Pantanal and later the Atlantic Rainforest. In Bahia,
the cultural group Olodum demonstrated that Carnival could
be used as a force for the educational, economic, and political
advancement of Afro-Brazilians, inspiring many black commu-
nities across Brazil to transform local cultural organizations into
vehicles for economic and political change.

Similarly, in the 1970s and 1980s in Eastern Europe, envi-
ronmentalists seeking to protect primeval forests, natural river
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systems, and endangered species laid much of the organiza-
tional groundwork for the citizen action that culminated in the
fall of the Berlin Wall in 1989. (Today, the environmental move-
ment remains at the forefront of citizen activity in China.) The
numerous citizen organizations in Brazil and Eastern Europe
solidify past gains and make it difficult for dictatorships to
reemerge.

In wealthy democracies, social entrepreneurs spend as
much time renewing old institutions as they do building new
ones. In poor, weak, or failed states, however, social entrepre-
neurs are more often focused on basic needs which people in
Western democracies take for granted. In India, for example,
despite remarkable economic growth, more than 40 percent
of the children are underweight. Many social entrepreneurs
there and in other developing countries focus on expanding
access to safe drinking water, providing primary health care
and education, delivering electricity, and promoting improved
sanitation and nutrition. These are considered public goods in
developed countries.

One significant demographic difference is that the poor are
in the majority in developing countries, so poverty is a central
political issue. Thus, social entrepreneurs can gain access to
policy makers more easily. The big constraint they face is
resources. In developed countries, the poor are in the minority,
and their concerns are frequently ignored by policy makers.
The constraint there is not money but political will. To get the
attention of policy makers, social entrepreneurs have to learn
how to compete head to head with well-financed lobbyists
and any number of special interest groups.

In the poorest parts of the world, which tend also to be the
least democratic, social entrepreneurs have difficulty oper-
ating at any level of scale. In The Bottom Billion, Paul Collier
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notes that the poorest billion people in the world usually live
in countries characterized by violent conflict, overdependence
on natural resources, physical isolation, and catastrophic
governance. In such contexts, state services are frequently
corrupt, ineffective, or nonexistent, and violence is common-
place. Citizen organizations may provide basic education,
health care, or economic development, but rarely on anything
more than a modest scale. It is difficult for social entrepre-
neurship to flourish without a baseline of security and social
order. BRAC is now the largest provider of microfinance and
other services in Afghanistan, but its gains have come at great
cost. Several of its staff members have been kidnapped and
murdered.

As the field of social entrepreneurship continues to expand,
it may foreshadow a new stage of democracy—one animated
by citizens who are actively involved in building, shaping,
and renewing organizations to improve society. As such, it
may also come to redefine citizenship.

In the United States and Canada, we practice what could be
called a minimalist type of citizenship. A good citizen votes,
pays taxes, abides by the law, and serves in the military when
called. Anything beyond that—volunteering, say, or being
helpful to neighbors or addressing social problems—is consid-
ered optional (though it is esteemed). Even our core duties are
fairly passive: voting is essentially a process of giving away
power, only a relative few serve in the military, and most of us
pay taxes grudgingly.

What we don’t have is a collective belief that with citizen-
ship comes a responsibility to serve society. Some advocates
of national service hope to see Congress one day pass a law
requiring every citizen or resident to engage in public service

for a year or two. Currently, the political constituency does
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not exist in the United States and Canada to move this idea
forward. Beyond taxation to pay for the social safety net, we
don’t ask or expect citizens to assume responsibility for the
well-being of anyone outside their families.

It’s worth asking how modern democracies have evolved
to accept individualistic social norms that would cause tribal
societies, military units, and sports teams to collapse. Part of
the answer may stem from Adam Smith’s famous notion of the
“hidden hand” and how it may have influenced our under-
standing of the relationship between the individual and society.

The hidden hand describes the mysterious process by
which markets coordinate economic behavior. Smith argued
that large numbers of individuals, each pursuing their own
narrow profit seeking, will unintentionally maximize the
wealth of all. In many cases, he was right. The hidden hand
metaphor has a significant drawback, however. It transforms
self-interest into a public virtue, releasing citizens from the
need to consider the whole of society and effectively shrinking
everyone’s circle of accountability. This idea, perhaps the most
influential in the history of economics, may be the basis for
the questionable modern notion that individuals need only
assume responsibility for themselves in order to enjoy social
well-being.

Citizenship could be construed differently. We might define
a good citizen as one who takes an active and intentional role
in the shaping of a good society, both at an individual and
communal level. The Founding Fathers didn’t just look after
their own economic interests; they built institutions to realize
their vision for a new nation. In so doing, they demonstrated
the power and responsibilities of citizenship. Today, the
example they set can be seen in contemporary form in the field
of social entrepreneurship, with hands-on institution building
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and problem solving emerging as a more common expression
of citizenship.

These changes are driven by the failure of old institu-
tions to meet the needs of our time. In a world of lightning
change, more people need to be involved in solving prob-
lems. A thriving economy requires that many people build
new businesses and serve them in different ways; an adaptive
society requires that many people construct and collaborate
on solutions. Today, we can see that a hidden hand coordi-
nates more than just profit seeking; it also coordinates solution
seeking as change agents respond to new problems and new
opportunities. For example, the market signals of urgent needs
and lowered “barriers to entry” have fueled a global explosion
of environmental organizations and, domestically, a surge of
social entrepreneurship in education and health care.

A vision of robust citizenship is captured beautifully by
John Gardner, in his book Self-Renewal: “[S]ociety is not like a
machine that is created at some point in time and then main-
tained with a minimum of effort; it is being continuously
re-created, for good or ill, by its members. This will strike
some as a burdensome responsibility, but it will summon

others to greatness.”



|
CHALLENGES OF
CAUSING CHANGE

What are the main financial constraints?

It is often assumed that start-up capital is a significant hurdle
for social entrepreneurs. Although it is never easy to obtain
the initial investment or grant funding for a new idea, most
social entrepreneurs have less trouble in getting started than
taking off. The major constraint is the difficulty in accessing
growth capital.

Unlike business entrepreneurs, who, once proven, can
raise money from well-established capital markets through
debt or stock issues, social entrepreneurs running nonprofit
organizations are financed by foundations, philanthropists,
or governments whose typical investments are modest in size
and relatively short-term (the average grant term is one year).
Some revenue-generating social enterprises have accessed
capital from impact investors (who seek financial goals and
social impact). But markets for this kind of financing are still
in their embryonic stages. Only a handful of foundations
provide large pools of growth capital for social organizations,
while governments, which have sufficient resources to finance
significant expansion, prefer to pay for services as they are
delivered, rather than invest in building institutions.
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Social entrepreneurs running small or medium-size organi-
zations pursue government funding with reluctance because
of the difficulty in complying with government reporting
requirements. To qualify for funding, groups also may have
to reshape themselves to fit standardized guidelines. And the
funding is unpredictable, often contingent more on politics
than performance.

For these reasons, many social entrepreneurs prefer to raise
money from philanthropists. Here they run into a different
set of problems. Philanthropists can be more flexible, but each
has unique application procedures and reporting formats.
With little standardization, fund-raising is time-consuming
and expensive. And, again, funding is not always linked to
results. Mediocre organizations with strong brands dominate
the market in many fields.

Consequentially, promising organizations end up under-
capitalized and undermanaged—effectively, stunted. For
every Grameen Bank or BRAC, many others remain marginal
for lack of rational financing. They are like Ferraris driving
on mud tracks. Were social entrepreneurs able to access large
pools of growth capital, they could do what competent busi-
nesspeople routinely do: create multiyear growth plans, raise
the up-front capital to execute those plans, and evaluate their
performance against pre-established goals.

It seems almost too prosaic to mention, but working from
a plan can multiply an organization’s effectiveness. Indeed,
social entrepreneurs who participate in venture-planning
competitions (typically sponsored by leading business
schools) almost always find the experience valuable. Plan-
ning forces members of an organization to come together, set
priorities, agree on the details of implementation, and turn

vague intentions into time-bound goals. When people see
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how their contributions fit into the big picture, their motiva-
tion strengthens. Even clerical tasks take on more meaning
when viewed as essential steps toward a shared goal.

Social organizations often neglect this process. One barrier
is the shortage of people in this sector who have experience
writing business plans. Another is the challenge of adapting
the business-planning format to organizations that seek to
cause social change rather than earn profits. Business plans
are often full of revenue projections based on assumptions
about market demand. For social entrepreneurs, planning
must begin with a theory of change and an analysis of how
an idea will spread, achieve impact, and influence others.
Perhaps the biggest obstacle is a lack of belief in planning
itself. The commonplace funding irregularities make plan-
ning seem more wishful than sensible. Changing the way we
finance social change could produce greater clarity and more
predictable successes.

How do social entrepreneurs finance

organizations and enterprises?

Launching an organization is a process of recruiting funders,
advisors, board members, and staffers, one by one. For young
people, early support often comes from classmates, family
friends, and professional relationships developed in intern-
ships or jobs. Early-stage social entrepreneurs often get a foot
in the door of potential funders through recommendations
from mentors or professors.

Only a few fellowship and prize programs specifically target
social entrepreneurs. Together, they form an informal pipeline
of support. For example, Youth Venture, YouthActionNet,
and Do Something target youth; the Reynolds and Skoll
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foundations offer university fellowships; Echoing Green and
the Draper Richards Foundation provide start-up financing;
Ashoka supports social entrepreneurs from launch to maturity
but targets most of its financial support at entrepreneurs whose
organizations are poised to accelerate their growth or impact;
New Profit Inc., the Skoll Foundation, the Jenesis Group, and
Venture Philanthropy Partners provide growth funding. The
Purpose Prize, created by Civic Ventures, directs support to
social innovators over the age of sixty. Many other foundations
provide support to social entrepreneurs without explicitly
targeting them. For example, every member of Ashoka’s Global
Academy for Social Entrepreneurship has received support
from the Ford Foundation at one point in their development.
Over the past thirty years, the resource landscape has
exploded with a proliferation of financing options. Today,
social organizations seeking support navigate a bewildering
array of resources: community, family, corporate, and public
foundations; social venture competitions; impact investors;
Web-based intermediaries, such as GlobalGiving and Cana-
daHelps; funders who target a particular group, ranging from
Hispanics to disabled people; and an array of social-business
networks such as Net Impact and Social Venture Partners.
Inspired by the success of Web-based connectors, such as
Kiva, MYC4, and DonorsChoose, many social entrepreneurs
are also tapping support from large numbers of microcontrib-
utors. The Obama campaign used this tactic, redefining polit-
ical fund-raising and breaking records. Moreover, people who
begin with small financial contributions often end up devoting
time and energy worth far more than their donations.
Ashoka identified this support-building technique in the
1990s as Fellows in many parts of the world reported success
building decentralized bases of support from citizens (often in
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poor countries and without the benefit of the Internet). Social
entrepreneurs tapped into the same yearning that Obama
unearthed: the hunger to take part in real change. In countries
that lacked cultures of philanthropy or volunteerism, they
created bases of support by initiating competitions, cultural
events, open houses, bartering arrangements, membership
programs, and activist television and radio shows. Out of the
assembled microcontributions of citizens they were able to
build organizations capable of attacking problems on a major
scale.

In Poland, for example, a group called the Workshop for All
Beings organized citizens into a national network of “wildlife
guardians,” responsible for early detection of environmental
threats. In Brazil, Doutores da Alegria places trained clowns
and actors in hospitals where they bring laughter to children
coping with serious illnesses. In India, street children trained
by Childline as child protection advocates have responded to
millions of emergency calls in more than 7o cities. In Burkina
Faso, the Mouvement Burkinabé des Droits de 'Homme et des
Peuples has enlisted tens of thousands of citizens to monitor
human rights abuses. In Canada, the organization Roots of
Empathy has brought thousands of mothers and babies into
classrooms to teach empathy. In the United States, Bookshare
has helped visually impaired people to work together to build
the world’s largest library of accessible books.

Over the past two decades, social entrepreneurs have also
increasingly employed business strategies to address prob-
lems and generate revenues. In the mid 1980s, while Yunus
and Abed were drawing attention to the potential of social
enterprise in Bangladesh, Ed Skloot of New Ventures and Jerr
Boschee of the National Center for Social Entrepreneurs were
advancing this model for achieving impact and sustainability
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in the United States. The idea was taking root in other parts
of the world, as well. By the early 1990s, more than a third of
Ashoka fellows had launched earned-income ventures.

The spread of social enterprise was striking in the devel-
oping world, and as the pattern accelerated in the late 1990s,
not everyone was pleased. In India, Brazil, Indonesia, Thai-
land, and South Africa, where many social activists were
associated with leftist politics, many were apprehensive about
experimenting with business models.

On the political left in general, the concern was that the
introduction of business thinking in social organizations
would damage their civic ethos. It would reduce human
values to cost-benefit analyses. On the right, in keeping with
Milton Friedman’s dictum that “the business of business is
business,” the initial reaction was indifference. The belief was
that businesses attempting to solve social problems would be
uncompetitive.

Over the past decade, thinking and practice has evolved
considerably, and these arguments are now being tested in
thousands of enterprises worldwide. From the Grameen
Bank and BRAC in Bangladesh, to ShoreBank in the United
States, to the Self-Employed Women'’s Association in India,
to the Population and Community Development Association
in Thailand, many of the world’s leading social organiza-
tions have achieved dramatic results through complementary
nonprofit, business, and hybrid enterprises.

In The Power of Unreasonable People, John Elkington and
Pamela Hartigan colorfully illustrate many ways that social
entrepreneurs worldwide are addressing needs in health,
education, technology, finance, environmental protection,
and other areas through various organizational structures.
In Philanthrocapitalism, Matthew Bishop and Michael Green
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show how the world’s wealthiest business entrepreneurs are
attacking problems by fusing business methods and philan-
thropy. Pierre Omidyar, the founder of eBay, for example, has
created the Omidyar Network, a “philanthropic investment
firm” that finances market-based efforts to catalyze economic
and social changes. And Bill Gates directs some of his philan-
thropic efforts to champion a more “creative capitalism” to
“stretch” markets so they better serve the poor.

Social enterprise promises to be a powerful change strategy.
Profitable businesses grow quickly and attract imitators. A
successful new business can shake up an industry almost over-
night. Businesses are also compelled to listen to their clients in
a way that charities are not. The shift from “beneficiaries” to
“customers” isn’t only a shift from “free” to “fee.” When done
well, it can reorient the focus of an organization from its own
needs to the needs of its clients.

To be sure, many businesses are poorly managed, and many
social goods do not lend themselves to market approaches.
In coming years, perhaps entrepreneurs will devise business
models to provide affordable health insurance, quality educa-
tion, or organic food to poor inner-city families. But so far, it
hasn’t happened. In these areas, it currently seems more likely
that people will create new enterprises that break even, earn a
token profit, or require a partial subsidy.

Jed Emerson coined the term “blended value” to describe
the commingling of social and financial objectives. As more
organizations work in this gray area, they will require new
kinds of financing, especially financing that crosses the
borders between philanthropy, business, and the public sector.
Social entrepreneurship used to operate in a binary world of
pure grant making (-100 percent returns) and pure market

investing (+5 percent returns, or better). This omitted a wide
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range of investment opportunities. Today, as a result of initia-
tives such as Ashoka’s Social Financial Services program, the
Acumen Fund Investor Gatherings, the Social Capital Markets
(SOCAP) conferences, the South Asia Social Enterprise and
Investment Forum, the Aspen Network of Development
Entrepreneurs, and the Global Impact Investing Network,
entrepreneurs and investors are learning how to combine the
full spectrum of financing instruments, which include grants,
equity, soft loans, and commercial debt, to maximize social
impact. Good Capital, Gray Matters Capital, KL Felicitas
Foundation, Investors” Circle, Intellecap, Bridges Ventures,
and the Deutsche Bank Eye Fund are examples of blended-
value or “impact investors” that target social businesses.

In their 2009 report, Investing for Social and Environmental
Impact, Jessica Freireich and Katherine Fulton of the Monitor
Institute note that impact investing is moving from the
“periphery” to the “core of mainstream financial institutions,”
with major growth since 2001 in funds to promote clean tech-
nology, health care, microfinance, and small-business devel-
opment, among other areas. (Microfinance is now regularly
funded by a combination of philanthropy, government money;,
impact investment, and market capital.) Freireich and Fulton
argue that for impact investing to thrive, a new industry will
have to emerge to supply such missing pieces as metrics to
evaluate success, new financial products, and social stock
exchanges. New developments in the latter area include Brazil's
Environmental and Social Investment Exchange (BVS&A), an
initiative of Bovespa, the Sdo Paulo Stock Exchange, the South
African Social Investment Exchange (SASIX), and the newly
created Impact Investment Exchange Asia (IIX Asia), which
has received support from the Singapore government, the
Asian Development Bank and the Rockefeller Foundation.
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Philanthropy is also being redeployed to harness tradi-
tional market mechanisms to produce social benefits. For
example, Endeavor is a nonprofit organization that supports
for-profit entrepreneurs in the developing world, an idea that
drew blank stares when it was launched in 1997. The organi-
zation provides credibility and network support to entrepre-
neurs in countries where they face hurdles getting started; it
measures success based on the number and quality of jobs
that its entrepreneurs create. The Acumen Fund, which calls
itself a nonprofit venture capital firm, pools grants and makes
loans and equity investments in companies that deliver health
care, water, housing, and energy to underserved markets in
developing countries. Some of the most promising delivery
systems for many basic needs are turning out to be market-
based.

Currently, these crossover institutions are poorly under-
stood. We lack tools to assess risk and measure social impact,
which makes it difficult for investment markets to expand.
For-profit investors get scared off when they hear that an orga-
nization is seeking social returns, and grant makers become
worried when they hear applicants talk about profits, though
often with good reason, as the lines between social and
commercial enterprises are not always clear.

One new development that may help is the establishment of
a legal category now recognized by several U.S. states: a low-
profit limited liability company, or “L3C,” which is intended
to simplify the process by which foundations can invest in
social-purpose businesses while complying with Internal
Revenue Service rules. (In the United Kingdom, the rough
equivalent is the Community Interest Company, or CIC.)
Neither designation currently offers preferable tax treatment,
but that would be a logical next step.
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The question of how to finance and build effective social
change organizations gets to a deeper set of challenges: deter-
mining which legal structures and organizational formats are
best suited to different kinds of problems. This is not merely
a question of determining whether something should be
handled through a business, social, or governmental entity, or
financed by investment, philanthropy, or tax dollars.

Arguments between all-or-nothing pro-market and pro-
government ideologues still fill up our political discourse,
but they are fast becoming anachronisms. Stark distinctions
between for-profit, nonprofit and governmental organiza-
tions no longer serve society’s needs. As people and capital
begin to move more fluidly across the old sector boundaries,
we are likely to break free of mindsets that limit our ability to

imagine solutions.

Can the field attract and cultivate talented workers?

Social entrepreneurs attack big problems with limited
resources. The field is young, and many of its institutions are in
their formative stages. While conventional entrepreneurs can
build upon well-established business models, social entrepre-
neurs often forge ahead without road maps. For these reasons,
social entrepreneurship is currently more talent-intensive than
ordinary business, and the jobs are more open-ended.

Presently, social entrepreneurs have to recruit talent without
being able to offer compensation on a par with business. They
succeed instead by inspiring people and offering meaningful
work. Successful social entrepreneurs go to great lengths to
help people see how their abilities might be channeled to
bring significant change. Some, like Bill Drayton, prioritize
this above all else.
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Drayton describes social entrepreneurs as “mass recruiters”
for building new ideas. However, most of this recruitment
takes place informally. The social sector does not yet have
sophisticated systems to nurture talent. Teach For America, the
only social-change organization that regularly recruits on top
college campuses alongside investment banks and consulting
firms, has been amazingly successful redirecting talent into
public education. Its approach is exemplary. One of its tactics
is to make the process competitive and prestigious. Another is
to enlist alumni to tell stories about transformative moments
in their classrooms. Yet another is to frame the job as a chal-
lenge, similar to an Outward Bound or Peace Corps experi-
ence. Finally, candidates are inspired to join a community
of people who are fighting for justice, many of whom will
become lifelong friends.

In their book The Charismatic Organization, Shirley Sagawa
and Deb Jospin show how organizations, like individuals, take
on personalities. Charismatic groups are those that are driven
by values, open to experimentation, focused on results, good
at communication, and genuinely appreciative of people. They
develop vibrant cultures that act like magnets for staff, volun-
teers, board members, and other partners. However, what
draws people to a “charismatic organization” may not keep
them there. Retaining talent is especially hard in the social
sector because of the financial inhibitors to growth. Organiza-
tions need to grow so they can offer progressively interesting
and challenging work. Rational financing and talent recruit-
ment therefore go hand in hand.

At present, cultural shifts seem to be working in favor of social
entrepreneurs. In recent years, university professors across the
United States and Canada have observed that, while students
of the past were interested in work that offered longevity and
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stability, today’s students seek work-life balance and meaning.
The most popular course at Harvard teaches students how to
be happy, reminding them that the answer doesn't lie chiefly in
financial success but in meaningful work, good relationships,
time for reflection, and the cultivation of gratitude.

As a mark of interest in the field, the recent ratio of applica-
tions to positions at esteemed social change organizations such
as Bridgespan, the Acumen Fund, or Endeavor has been roughly
100 to 1. In 2008, the Reynolds Program for Social Entrepre-
neurship at NYU received more than 1,000 applications for 14
fellowships. Social enterprise clubs at leading business schools
are generally among the most popular on campus.

On the other end of the age spectrum, Civic Ventures,
which launched the Purpose Prize in 2006 to recognize social
innovators who are over the age of 60, has received thou-
sands of nominations, revealing a hidden landscape of people
pursuing service-oriented encore careers—a movement that
may transform retirement for baby boomers. Many of these
people say that their “encores” are the most satisfying work
they have ever done.

The appeal of work with meaning extends into the heart
of the corporate world. We have noted the rise of impact
investing. When J.P. Morgan created a social sector finance
unit in 2007, more than a thousand bank employees sent in
resumes, explaining their interest in transferring to the unit or
their willingness to contribute time to help.

Still, the lure of corporate success remains strong. Student
debt and family and peer expectations make it difficult to
pass up lucrative job offers. In the spring of 2008, the Harvard
Crimson surveyed 600 seniors about their career plans. Only
20 percent considered finance, business, or management

consulting to be “dream jobs,” but 40 percent planned to work
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in those areas. One in four seniors said their dream would
be to work in the arts or public service, but only one in eight
planned to pursue those routes. The market crash has changed
the job calculus in the short run. Harvard’s Social Enterprise
Conference 2009 was standing room only. Students indicated
that the evaporation of high-paying jobs made it easier to
choose work they cared about.

Leaders of social organizations have only recently come to
recognize that they can compete head to head for talent with
businesses by offering salaries that, while not commensurate,
are tolerable. In the past, the implicit assumption was that
people either chose money or meaning. Social-sector salaries
were often set so much lower than corporate salaries that, for
people on the fence, the cost of choosing a “meaningful” career
was too high. Even those content to earn less than their market
price want to be reasonably valued. As the recent market crisis
has demonstrated, people may not be willing to accept a
60 percent pay cut, but they may be willing to accept one of
30 percent. In the future, it will be important to find out where
the scale tips or, in the language of economics, what is social
entrepreneurship’s income elasticity.

Salaries have come up in the citizen sector. Leaders in the
field often earn incomes between $100,000 and $200,000, and
occasionally higher. Historically, foundations and the media
have looked askance at these higher compensation levels.
Social rating agencies compare overhead levels with total
program costs—and draw attention to groups where the
ratio is above 20 percent. Taken alone, though, these crude
measures are meaningless and can be damaging. They make
groups that pay higher salaries appear less efficient, and even
less ethical, without providing meaningful information about
the organizations” impact.
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In the decades ahead, the gap in compensation will likely
narrow further, though the market crisis will of course reduce
foundation expenditures in the near term. It’s clear that many
of the institutions that need to be built will require an influx of
talent from business, finance, medicine, law, engineering, and
other fields where salary expectations are higher. New talent
recruitment firms like Bridgestar, Commongood Careers,
and On-Ramps are already serving the growing market for
blended careers. People will still earn less for the privilege of
doing meaningful work, but the drop won’t be as jarring as
it has been in the past. And of course, entrepreneurs who are
successful at building social enterprises will prosper, though
many will opt to cap returns to preserve the centrality of their
missions.

Finally, social entrepreneurs need to do more to cultivate
their own talent gardens. Organizations that seek to advance
change in the world must also create internal spaces for people
to discover their potential through experimentation. In prac-
tice, this means celebrating people who take initiative, even
when their ideas don’t work. Encouraging and integrating the
ambitions of many self-starters is a complex management job
and can lead to internal tension. But it is a microcosm of the
global challenge we face: building a world of active citizens.

How do social entrepreneurs evaluate their impact?

As mentioned, social entrepreneurship is characterized by a
rigorous focus on results, traditionally a weak spot for social
programs. Consider after-school education. The federal
government spends billions annually on after-school programs
to assist young children who perform below grade level, espe-
cially in reading and math. Unfortunately, large-scale studies
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have found that most of these programs fail to boost student
achievement.

But not all of them do. Some groups outperform others
by a big margin, and the ones that do closely monitor their
own performance. One such organization, BELL (Building
Educated Leaders for Life), which uses a proven curriculum
and has an award-winning training program for its instruc-
tors, has demonstrated substantial gains in students’ math and
reading skills. Not only can BELL tell you how far its students
have advanced during the school year, but it can tell you,
week by week, how they are progressing. When a student falls
off pace, red flags go up, and the organization does its best
to remedy the situation. Most of BELL's competitors could
tell you how many students attended their programs and the
number of hours each sat in class, but they can’t tell you what
the children learned.

BELL receives no preferences from the government over
other approved “service providers,” most of which pay less
attention to quality. The organization doesn’t get paid more,
and it doesn’t receive priority access in schools where the
need is greatest. In a more sensible world, BELL’s success
would be recognized, rewarded, and copied. But, as previ-
ously mentioned, in the social arena, mediocrity frequently
trumps excellence—a situation that many social entrepreneurs
and their funders are working to change.

Measuring test scores on a few core subjects is just one way
to gauge educational results—and a limited one at that. Albert
Einstein hung a sign in his office that read: “Not everything
that counts can be counted, and not everything that can be
counted counts.” Nowhere is this saying more true than in
the social sector, where attempts to measure results are notori-

ously difficult.
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In business, you can assess the financial performance of a
company, whether it sells coffee or cars, by distilling its results
down to return on investment (ROI). But consider the example
of an organization like Playworks, which teaches children
how to play well in teams, govern their impulses, and resolve
conflicts in the schoolyard. Some psychologists argue that
these indications of emotional intelligence are better predic-
tors of life success than academic achievement. Nonetheless,
this dimension of education is largely ignored because it is so
difficult to measure.

Measuring long-term results in the social sector is even
more difficult. At the highest levels, social entrepreneurs seek
to change attitudes toward such issues as disability, global
warming, or gay marriage. Attitudinal changes on the soci-
etal level usually unfold over decades, so it is nearly impos-
sible to determine how and why they changed. And within
the sector, the challenge of comparison is daunting. It seems
impossible to prioritize between early childhood education
or college access, or between protecting rain forests, fisheries,
or grasslands.

Because these questions are so difficult, funders have often
sidestepped them, making decisions based on anecdotal
evidence, personal preference, or political exigency. However,
in recent years funders have begun applying more systematic
techniques to assess their grantees’ progress against a range of
self-determined goals. New Profit Inc., which supports social
entrepreneurs with growth funding, helps its “portfolio”
members implement a performance management tool called
the Balanced Scorecard, created by Harvard Business School
Professor Robert Kaplan. The Edna McConnell Clark, Robert
Wood Johnson, and William and Flora Hewlett foundations are

among the larger foundations that have invested considerable
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resources in performance tracking. Without external pressure
from funders, social organizations have often been content
to assess their own performance in the crudest of ways: by
the growth of their budgets or number of people “served.”
Thus, an ineffective after-school program can claim success by
wasting the time of more children each year.

The weakness of these measures was famously high-
lighted by the Nature Conservancy fifteen years ago. For
years, the conservancy had measured its success based on
dollars raised and land area protected (“bucks and acres”).
But in the 1990s, as these figures rose so did species extinc-
tion rates—even in protected areas. The recognition forced
the organization to reappraise its performance evaluation.
It spent years developing dozens of new metrics to evaluate
biodiversity health and the abatement of extinction threats.
The process revolutionized the way decisions were made at
all levels of the organization. The lesson was that what you
count determines what you do. So it’s important to count the
right things.

This thinking animates the field of socially responsible
investing, which directs resources to companies that pursue

7

a “triple bottom line,” a term coined by John Elkington,
which refers to social, environmental, and financial perfor-
mance. In social entrepreneurship, creative efforts to translate
impact into dollar terms have focused not on fund-raising,
but on outcomes that are directly linked to an organization’s
purpose. Jed Emerson and the Roberts Enterprise Devel-
opment Fund led the way in the 1990s developing tools to
calculate a “social return on investment” (SROI). Using its
framework, for example, a welfare-to-work program would
estimate the reductions in government spending and increases

in tax payments directly attributable to its successes. Dividing
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benefits by costs gives you the social return, an especially
useful tool for programs that save the government money.

In recent years, the Washington State Institute for Public
Policy has applied this thinking at the state level, calculating
the expected returns of crime prevention programs. (The net
present value of providing family therapy to one youth on
probation is $50,000.) The problem is that long-term savings,
even when valued in present dollars, continue to have limited
appeal to lawmakers who need to win reelection every two
years.

In their report Breakthroughs in Shared Measurement and
Social Impact, Mark Kramer, Marcie Parkhurst and Lalitha
Vaidyanathan describe several new Web-based systems that
evaluate the performance of social enterprises. They contend
that these models foreshadow “profound changes in the vision
and effectiveness” of the social sector. Two such efforts are the
Global Impact Investing Network’s “Impact Reporting and
Investment Standards” (IRIS), developed by the Rockefeller
Foundation, and supported by Deloitte Consulting and Price-
Waterhouse Coopers, and the Pulse portfolio management
system, spearheaded by the Acumen Fund, with support from
Google, and the Skoll, Kellogg, Lodestar and Salesforce.com
foundations. The Pulse system assesses the financial, oper-
ating, social, and environmental performance of social enter-
prises using a blend of individualized reporting and common
metrics (measurement tools). The goal is to simplify the deci-
sion making for investors who are willing to accept lower
financial returns for higher social impact. In Simple Measures
for Social Enterprise, Brian Trelstad, who leads Acumen’s
efforts developing Pulse (and who describes himself as a cross
between a merchant and a missionary), notes that a sector-

wide solution to the challenge of evaluating social investments
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is within reach. The toughest part, he says, will be getting
institutions to collaborate and share information.

If successful, standards, accreditors, and even social-
enterprise rating agencies may follow, which will help protect
the field from conventional investments being falsely promoted
as impact investments.

Organizations pursuing long-term impact often assess their
progress against a theory of change. Consider again Teach For
America, which recruits college graduates to serve in two-year
teaching stints in public schools that are located in low-income
communities. Teach For America’s goal is to ensure that all
children receive a good education. To do that, it must attack
problems that were set in motion by the middle-class migra-
tion to the suburbs after World War II, which left minority
areas deprived of strong tax bases and political influence, and
resulted in decades of school decline.

Teach For America doesn’t expect to solve these problems
by placing a few thousand teachers each year. Its strategy is
to seed educational institutions at all levels with leaders from
the nation’s top colleges who appreciate today’s educational
challenges and are committed to reform. Accordingly, the
organization measures success by the number of alumni who
assume leadership positions in public education.

All successful organizations have preferred metrics.
For Ashoka, it’s the percentage of fellows whose work has
shifted patterns in their fields. For the Grameen Banlk, it’s the
percentage of borrowers who have risen out of poverty. Trans-
lating a social change into a meaningful number is an artful
task. Measuring reductions in poverty is not as straightforward
as looking at changes in income levels. Poverty has objective
and subjective dimensions. Recognizing this, the Grameen

Bank developed a metric based on feedback from villagers



Challenges of Gausing Change 67

to determine when a family should be deemed nonpoor. The
metric takes into account whether a family has a tin roof,
bedding, clothing and mosquito nets, access to safe drinking
water and a sanitary latrine, all children attending school, and
adequate food, even in months preceding harvests.

Even these finely tuned measures miss much of the story.
Because of the spread of microfinance in Bangladesh, girls attend
school at higher rates than in the past. The most consistent global
predictor of the well-being of a society is women’s educational
attainment. This ancillary benefit of microfinance is difficult to
assess but it may have the most far-reaching impact of all.

Finally, Einstein cautioned against relying too much on
knowledge at the expense of feeling. “We must take care not
to make intellect our god,” he asserted. “It has, of course,
powerful muscles, but no personality. It cannot rule, only
serve.” Just as it takes two eyes set apart to see the world in
three dimensions, it is only by combining data and storytelling,
and by appealing to reason and emotion, that social entrepre-
neurs convey the true impact of their work. It’s one thing to
talk about an increase in reading scores and quite another
to describe the delight in the eyes of a young girl who reads
her first sentence. Orchestra conductor and music educator
Benjamin Zander assesses his success by the sparkle in the
eyes of people in his audiences as he helps them to discover
the pleasures of classical music. His evaluation is immediate,

objective, and powerful. It counts, but it cannot be counted.

What is the difference between scale and impact?

Jeffrey Hollender, the founder of Seventh Generation, a $100
million manufacturer that pioneered green household cleaning

products, served as an unpaid advisor to Wal-Mart to help the
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massive retailer shift to environmentally sustainable products.
In doing so, Hollender encouraged the world’s biggest corpo-
ration to compete with his own firm. Many businesspeople
would consider this unwise. But Hollender knows that Wal-
Mart has far more power to safeguard the environment than
Seventh Generation does. At the highest level, success for a
social entrepreneur is not about building the biggest or best
organization in the field. It is about changing the field.

Most research that focuses on the issue of scale focuses on orga-
nizational scale and the question of how to finance and manage
growing institutions. To be sure, this is a critical area of inquiry:
the social sector has lots of great ideas but few great institutions.
But it’s important to distinguish organizational scale and scale of
impact. The two do not necessarily go hand in hand.

In 1988, Alan Khazei and Michael Brown founded City Year to
demonstrate how national service programs—nonmilitary, struc-
tured opportunities for citizens to serve—could transform society.
At the time, national service was an idea that had been champi-
oned by policy makers and philosophers for more than a century,
but it had never gained political traction. The idea needed to be
made attractive to policy makers and to the public.

City Year connected the energy and creativity of urban
youth with social needs. Its corps members—proud in their
distinctive red, yellow, and black jackets and inculcated in a
culture of respect, team spirit, and discipline—became char-
ismatic ambassadors for national service. Visits to City Year
made such a powerful impression on Bill Clinton during his
1992 presidential campaign that he credited the program with
inspiring his vision for AmeriCorps, the federal program that
has mobilized more than 600,000 volunteers.

The passage of the Edward M. Kennedy Serve America
Act, which President Obama signed into law in April 2009,
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will triple the reach of AmeriCorps and expand service oppor-
tunities for older Americans. The legislation would almost
certainly not exist if not for City Year’s pioneering efforts, the
organization’s willingness to share its knowledge, and more
than twenty years of advocacy led by Khazei and Brown.

City Year was a small organization in the early 1990s. Its
outsize impact came not through its direct reach but through
its influence. In Forces for Good, Leslie Crutchfield and Heather
McLeod Grant show that organizations that achieve far-
reaching impact think well beyond their own institutional
boundaries. They leverage power by documenting and sharing
their work and building networks, coalitions, alliances, and
movements to shape social norms and policies.

Of course, size and influence do often go together. But while
most organizations give considerable thought to the question
of how to scale up directly, many fail to consider how to effect
change beyond their immediate reach. The most dynamic
groups are the ones that focus extensively on this challenge.

When an organization is effective, people naturally ask
whether it is sustainable. Typically, the answer hinges on its
ability to raise funds to keep going year after year. Like scale,
the idea of sustainability can be considered in two ways: the
sustainability of an institution and the sustainability of ideas or
values. The way we speak about sustainability usually refers
to individual institutions. This is limiting. It’s like speaking
about the lives of trees rather than the lives of forests. Both
are important, but just as trees fall and are absorbed into the
ground, institutions go through cycles of growth and decay.
Some find ways to renew themselves; some die off. In thinking
about sustainability, it is key to focus on the forests.

There was once a time when the future of microfinance

was contingent on the fortunes of the Grameen Bank. Today,
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microfinance is no longer dependent on any one institution.
No one is “too big to fail.” If the Grameen Bank collapsed, its
borrowers and staff would certainly suffer. But in time, other
microlenders would absorb them. Seeds have spread and a
forest has grown. The vitality of an idea, widely understood
and accepted, keeps it alive. Significant credit for this change
must go to Sam Daley-Harris, the social entrepreneur behind
the Microcredit Summit Campaign, which helped thousands
of independent organizations coalesce into a global movement
that achieved audacious goals in less than a decade.

People will continue to create newer and better microfi-
nance organizations into the future because they know they
can do it, they know how to do it, and they know why it is
worth their effort. A field is truly sustainable when its institu-

tions can be readily renewed and improved upon.

What's stopping social change?

In The Wealth of Nations, Adam Smith wrote that the “greatest
improvement in the productive powers of society” came from
the “division of labor.” Smith used the example of a small pin
factory to show that if instead of making whole pins, each
worker specialized on a narrow aspect of production, and
they all later combined their efforts, they could produce tens
of thousands of pins in a day, rather than a few hundred.
Smith’s insight provided the theoretical framework for
the industrial revolution. During the early twentieth century,
the idea became widely applied in industry after Frederick
Winslow Taylor published The Principles of Scientific Manage-
ment, which sought to maximize productive efficiency through
narrow “task allocation” and “enforced standardization of

methods.” However, the division of labor influenced far more
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than factory assembly lines; over time, the principle took hold
across society. As specialization and atomization became the
norm, people in different industries, professions, and sectors
moved farther apart.

Today, for example, the bridges that link businesses, social
organizations, and government agencies remain narrow and
undertraveled. Government agencies are themselves “stove-
piped” and rarely interact. (The 9/11 Commission described
the absence of “government-wide information sharing” as a
serious threat to national security.)

Without specialization, of course, we wouldn’t have afford-
able computers, life-saving vaccines, or deep understandings
of psychology or aeronautics. Nor would we have achieved
the widespread prosperity enjoyed in industrialized societies.
At the same time, the institutional and conceptual barriers
that separate fields, industries, and sectors make it difficult to
construct whole solutions.

It is widely understood that health problems among the
poor are frequently caused or triggered by social conditions:
damp, dirty, or cockroach-infested housing, or lack of money
to pay for nutritious food, medicine or heating fuel. American
hospitals in poor areas regularly treat children for diabetes,
asthma, lung infections, and malnutrition and then discharge
the kids without doing anything to stem the root causes of their
illnesses. Overworked social workers have little time to focus
on anything but the most serious cases of abuse and neglect.

The U.S. health system is organized around individualized
care. A poor mother trying to assist a child with asthma might
need to connect, separately, with a pediatrician, a nutritionist,
an allergist, a physiotherapist, a health insurance specialist, a
social worker, a housing advocate, an exterminator, a school

nurse, a gym instructor, and perhaps even a pollution inspector
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from the Environmental Protection Agency (and possibly all
through a translator). Pieces of the solution are so scattered
that assembling them can be an overwhelming challenge.

It makes no sense to attack many social problems in piece-
meal fashion. For example, social service workers contend
that the single best way to improve health outcomes in a low-
income community would be to improve access to decent
low-cost housing. Yet our health and housing systems run in
parallel, with few connecting bridges. One innovative organi-
zation, Project Health, deploys student volunteers in hospital
units to help doctors integrate a social diagnosis into routine
medical care. Similarly, some health centers, like the Mayo
Clinic, practice collaborative medicine, allowing doctors and
other health workers to pool their patient knowledge. They
achieve high-quality care at low cost. But Project Health and
the Mayo Clinic are exceptions to the rule.

The division of labor leads to absurdities when applied to
human needs. Thus we build old-age facilities where everyone
is older than 75. It is easier to deliver assistive services in these
places, but they don't facilitate the cross-generational relation-
ships that are vital to health and happiness. We sequester adoles-
cent children from older and younger students. We remove
disabled people from mainstream society. Old age homes,
middle schools, and institutions for the disabled treat people as
if they were pins, to be processed as efficiently as possible. Today
we consider these structures to be normal, but as Gandhi said,
we shouldn’t confuse what is habitual with what is normal.

In societies divided into specialized arenas, career paths are
vertical, not horizontal, so preexisting beliefs within fields or
industries tend to be reinforced rather than questioned. People
are less likely to develop relationships that challenge their
world-views or expand their empathy and understanding for
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other groups. They are also more likely to have significant blind
spots. It is an intolerable contradiction that the health sector is
the largest source of dioxins and mercury in our food supply and
environment. A hospital CEO may have no clue how his or her
purchasing or waste-disposal decisions spread harmful toxins.
Similarly, an environmentalist might advocate for stronger
conservation laws without appreciating the effect of those poli-
cies on people’s livelihoods. And law enforcement agencies focus
on punishing individual offenders, but rarely take the critical
step of engaging their families in the process of rehabilitation.

In the United States and Canada today, patterns of separa-
tion extend to whole communities. A child growing up in the
suburbs may reach college without once encountering a poor
person in the flesh. When too many people across society have
difficulty taking the perspective of others, polarization and
political stagnation result.

Innovation and change demand the recombination of
knowledge—new recipes, not just more cooking. In a society
oriented around specialization, where knowledge is frag-
mented, entrepreneurs play critical integrating roles. Entre-
preneurship is a fusion process. Steve Jobs didn’t develop the
processors, graphic interface, or early spreadsheet applica-
tions that made home computing easy, affordable, and useful.
But he was the one who brought the pieces together.

Social entrepreneurs are creative combiners, carving out
spaces in society to foster whole solutions. If they “specialize” in
anything, it is bringing people together who wouldn’t coalesce
naturally. Eboo Patel created the Interfaith Youth Core, based in
Chicago, to bring together young people from different faiths to
collaborate on solving social problems. Patel’s model has demon-
strated a way to build trust, respect, and collegiality in the post
9/11 world. Gerald Chertavian spent years as a Big Brother



74 SOCIAL ENTREPRENEURSHIP

mentor for low-income youths while working on Wall Street.
From his dual vantage point, he was able to understand what it
would take to connect these two groups. His organization, Year
Up, successfully prepares urban youths for corporate careers.

Today, we are witnessing many promising developments
along these collaborative lines. Examples include the emer-
gence of business schools that integrate sustainability in every
course, and multidisciplinary programs in social entrepre-
neurship that draw students from a variety of faculties. We've
seen a rise in popularity of interdisciplinary conferences—
TED, PopTech, Good Experience Live, Aspen Ideas Festival—
which have played roles linking people from different sectors
and fields. The World Economic Forum has opened itself
modestly to social entrepreneurs. The action-oriented Clinton
Global Initiative brings together business leaders, philanthro-
pists, policy makers, and social innovators and gives the latter
group a prominent role. Now President Obama has created
an Office of Social Innovation in the White House which is
aimed at integrating the insights of social entrepreneurs into
high-level policy making.

Perhaps the nation’s preeminent social integrator is Geoffrey
Canada, founder of the Harlem Children’s Zone. Teachers know
that children who come to school hungry and exhausted will
have trouble learning. Canada recognized that to address the
interrelated social problems in a large area of Harlem, he would
have to find ways to provide assistance in many areas at once:
parenting skills, early-childhood and K-12 education, college
access, health and fitness, community organization, and political
representation. The Harlem Children’s Zone is considered one
of the most important social experiments in the United States. Its
early success demonstrates that when it comes to solving social

problems, the integration of labor is likely the way forward.
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ENVISIONING AN
INNOVATING SOCIETY

How is social entrepreneurship changing minds?

In describing the causes of poverty, Muhammad Yunus has
often compared a poor person to a bonsai tree. The seed of
a bonsai has the potential to grow into a full-size tree, but,
planted in a tiny pot, its growth is stunted. To Yunus, a person
deprived of education or opportunity is like a bonsai. The
constraint isn’t the seed, it’s the pot. Yunus has noted that
his “greatest challenge” has been getting this point across:
changing mindsets about the poor, about financial institu-
tions, about the nature of capitalism itself, which all stunt the
growth of millions. “Mindsets play strange tricks on us,” he
says. “We see things the way our minds have instructed our
eyes to see.”

The most important mindset shift that social entrepreneurs
are working to effect today is convincing people that the
world’s toughest problems can be solved. In the United States,
for example, over the past forty years, confidence in many
social institutions, including government, religion, medicine,
law, banking, public education, and journalism, has plum-
meted. In this context, organizations like the Grameen Bank,
BRAC, Ashoka, Echoing Green, Teach For America, City Year,
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the Harlem Children’s Zone and Youth Villages—to cite just a
few examples—demonstrate new possibilities and may have
the potential to renew hope and optimism at a societal level.

Social entrepreneurs also work to shift mindsets about
what is possible at the individual level. Many have found
ways to unleash human potential among individuals who
have historically been viewed as incompetent, expendable, or
beyond rehabilitation.

In India, for example, Childline enlists street kids as the
front lines of a national child protection network. In Canada,
the Planned Lifetime Advocacy Network has shown that
disabled people who are welcomed as full community partici-
pants enrich others’ lives in unforeseeable ways. In the United
States, Peace Games trains fifth graders in urban elementary
schools to be “peace builders” who teach younger students
how to resolve conflicts in lunchrooms and in the schoolyard.
According to principals, the peace builders transform school
culture, making it more conducive for learning. Whether
they are prison inmates, illiterate peasants, ten-year-olds, or
seventy-year-olds, we undervalue people when we define
them by their perceived deficits.

Innovators flip the lens: they look for strengths to build
upon. In so doing, they expose myths about the creativity,
resilience, and moral agency of people who are poor, illiterate,
disabled, drug addicted, incarcerated, or simply outside the
age range we think of as productive years. They have demon-
strated that institutions which assume that most people are
competent and honest regularly outperform those which
expect the worst.

In The Ecology of Commerce, Paul Hawken asserted that
in every area of our economy we will have to find ways of

accomplishing twice as much, with half the resources. To do
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so, we'll have to approach our challenges with what Buddhists
call “beginner’s mind”—a way of thinking that is open, alert,
and free of dogma and what Thorstein Veblen called “trained
incapacity.” We have many examples to guide and inspire us
today. Before microfinance came along, for example, bankers
assumed that loans had to be managed one-on-one and
secured with collateral, two stipulations that excluded the
poor. And before Paul Farmer, Jim Yong Kim, and their colle-
gues in Partners in Health developed and promoted Directly
Observed Therapy for multidrug-resistant tuberculosis and
HIV /AIDS, few believed that these diseases could be success-
fully managed among the poor in developing countries.

Today, networks of schools founded by social entrepreneurs
in the United States, like Green Dot Public Schools, Uncommon
Schools, and the Knowledge Is Power Program (KIPP), are
getting impressive—and sometimes amazing—results with
disadvantaged students by modifying the structure of the
school day and year, providing extensive support to teachers,
engaging families, and employing a teaching model that
stresses character education and high levels of class participa-
tion. Businesses are increasingly integrating social, financial,
and environmental performance goals. And new health care
models are improving outcomes and lowering costs by giving
more discretion to nurses, offering patients simplified deci-
sion aids, and helping doctors to incorporate the best available
evidence in their treatments.

All these changes have come about because people who
were dissatisfied with the status quo sought alternatives to
the old approaches. And just as X-rays and penicillin were
discovered by scientists who were looking for other things, the
social innovators behind these changes didn’t always know
where they were heading. They experimented, observed,
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and adjusted. Mike Feinberg and Dave Levin, the founders
of the KIPP schools, spent years improvising their teaching
approach, picking and choosing elements from educators they
admired and figuring out how to engage students and their
families.

People who see beyond existing frameworks have three
qualities that stand out. The first is a passionate interest in
simple, even seemingly childish, questions, such as: Why can’t
we extend loans to villagers? Or: Why won't the students pay
attention in class? The second is a practice of questioning one’s
own, and society’s, assumptions, and reflecting on how they
play out in institutions: How do beliefs about inner-city children
influence the way schools teach them? And the third is a persis-
tence of looking and a determination to go to the source—in
this case, the villagers, the students, or their parents—to gain
a solid understanding of the problems at hand.

In the previous section we described how institutional and
conceptual barriers impede problem solving and how social
entrepreneurs play the integrating role. They also play an
important role building institutions that help people under-
stand the interdependent nature of global society.

Americans exalt self-reliance. It takes a system break-
down—a blackout or a tainted meat recall—to remind us that
we depend on others every day and that others depend on
us. Each day we all make small decisions that ripple out into
the world in unforeseeable ways—everything from how we
speak to our children, to what we choose to eat, to how we get
around, to what products we opt to buy and how we dispose
of them. One of the critical roles of the environmental move-
ment over the past thirty years—from Earth Day to treehugger.
com—has been to help people understand the relationship
between individual behavior and large-scale environmental
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problems, such as smog, river contamination, deforestation,
species extinction, and global warming.

The psychologist Abraham Maslow defined a hierarchy
of human needs that progress from survival to spiritual self-
actualization. Philosopher Ken Wilber has argued that soci-
eties pass through analogous stages of consciousness, and,
as they do, their values reflect a progressive appreciation of
the integral nature of the world. Simply put, our thinking
moves from “me” to “us” and, eventually, to “all of us.” The
Pew Charitable Trusts has funded global polls that iden-
tify growing numbers of people worldwide who identify as
“global citizens.” Paul Ray and Sherry Anderson, coauthors of
the book The Cultural Creatives, report that 50 million people
in the United States and go million in Europe share common
values and regard the world as a single interwoven society
and ecosystem.

In Nonzero: The Logic of Human Destiny, Robert Wright asserts
that this mindset shift is a necessary evolutionary adaptation.
He argues that the world has no choice but to move progres-
sively from what he calls “zero-sum” to “non-zero-sum”
thinking: from a model of interaction in which one party’s win
is another’s loss to a model in which all parties benefit. The
nature of today’s threats—from greenhouse gases to disease
epidemics to economic crises—require coordinated global
solutions. In a world where small actors, aided by technology,
can destabilize nation states, the powerful can no longer
ignore those presumed to be weak.

We are bound up in each other’s fate, Wright demonstrates,
and many social entrepreneurs are building institutions that
reflect this fact. The fair trade movement, for example, has
helped consumers understand the economic and environ-

mental ramifications of the coffee they drink and the T-shirts
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they wear on the lives of farmers or garment workers half
a world away. The Marine Stewardship Council has helped
thousands of people involved in the fishing and seafood
industries, as well as retailers and consumers, understand
how they can take action to preserve the health of ocean life.

Groups such as Social Accountability International have
helped businesspeople in industrialized countries, such as
buyers or designers for large clothing chains, to understand the
effects of their decisions. A late-season style change, ordered
by a Manhattan-based designer, may require thousands of
Chinese factory employees to work overtime for weeks to
meet a compressed deadline. Today, that designer can weigh
the benefits and the human costs before making the decision.
Groups like RugMark International and Verité let consumers
know when products are tainted by child slavery, illegal child
labor, or other human rights violations. Increasingly, manu-
facturers and retailers are offering consumers “supply chain
transparency” or “traceability” through codes that provide
information about product origins.

Gandhi famously said that we must “be the change” we
wish to see in the world. And Archbishop Desmond Tutu has
spoken about the African ethical concept of “ubuntu,” which
stresses the interconnectedness of humanity. “A person is a
person through other persons,” Tutu has said. “We think of
ourselves far too frequently as just individuals, separated
from one another,” he explains. “[W]hat you do affects the
whole world.”

These ideas are more easily understood at the personal
rather than at the global level, even if they are always difficult
to apply consistently. If we want to live in a more peaceful
world, it is easy to understand that we should try to engage
peacefully with our families, friends, and colleagues. Applying
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this idea at the global level is complicated. Even Gandhi failed
to take into account how his words would hurt poor textile
workers in England when he asked Indians to burn their
foreign-made clothes and wear only local hand-woven cloth.
To consider all the effects of our actions on people and the
environment is impossible.

Each effort and action, however, strengthens a sense of
connection, builds empathy, and reminds us that our lives
are contingent on others. Collectively, these fragments build
support for larger structural changes. The creation of the Inter-
national Criminal Court, for example, or the Convention on the
Rights of the Child, are compacts that represent (near) global
aspirations to protect and ensure the dignity of each life.

How could schools nurture social innovators?

In their book The Scientist in the Crib, authors Alison Gopnik,
Andrew N. Meltzoff, and Patricia K. Kuhl observe that babies
and toddlers from their earliest years “think, draw conclu-
sions, make predictions, look for explanations, and even
do experiments.” Children know far more about the world
than adults imagine, and they seek to understand everything
they touch and taste. During their first two years, they make
extraordinary intellectual leaps.

For most children, intellectual development slows dramati-
cally within a few years. By the time they are in grade school,
children have lost much of the curiosity and resourcefulness
that a few years earlier made them incomparable explorers. As
the noted educator Eleanor Duckworth explains in her book The
Having of Wonderful Ideas, once children enroll in school, their
natural enthusiasm and inquisitiveness becomes subordinated
to the needs of adults enlisted to teach them. A young child
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who breaks something to see what it looks like inside, or asks a
question that is socially embarrassing, or wants to discover how
it feels to wear shoes on the wrong feet, will often be met with a
discouraging glance or tone from an adult. Duckworth contends
that many valid intellectual pursuits by children are dismissed
by adults as trivial, unacceptable, or inconvenient. She argues
that educators should encourage and structure moments when
children can have their own ideas and feel good for having
them. Only if children honestly believe their ideas are valuable
will they develop the interest, ability, and self-confidence to be
lifelong learners and doers. Duckworth adds, “Having confi-
dence in one’s ideas does not mean ‘I know my ideas are right’;
it means ‘I am willing to try out my ideas.””

The heart of social entrepreneurship is a willingness to try
out ideas that are helpful to others. Social entrepreneurs are
action researchers: they learn primarily through experimenta-
tion, not just by relying on theory. They approach the world
the way a tinkerer approaches a broken clock. Educating
young people to think and behave this way is different from
helping them to acquire knowledge. Presenting the educa-
tional challenge in this light exposes the limitations of stan-
dardized tests.

Given the way the world is changing, more people are
going to have to improvise large stretches of their careers,
responding to shifting needs and opportunities. Success may
hinge less on what you know than on how well you learn new
things, spot patterns, take initiative, and work with others.
The development of empathy is critical to this process, as
people now interact regularly with strangers who come from
different cultures and have different values.

Empathy is a skill that improves with practice. Cana-
dian educator and social entrepreneur Mary Gordon has
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demonstrated that empathy can be effectively taught to
elementary and middle school students. Her organization,
Roots of Empathy, based in Toronto, helps tens of thousands
of children acquire and apply this skill. The approach is novel:
once a month, children receive a classroom visit from a baby
and its parent, usually the mother, and an instructor who
guides the lesson. The baby is deemed the “professor.” During
each visit, children are asked to observe and explain the baby’s
sounds, expressions, and movements, and to make connec-
tions with their own experiences. They learn to recognize and
name the baby’s feelings, which helps them to understand
their own feelings and those of their classmates. Students in
classes taught with Roots of Empathy engage in markedly less
bullying and less social exclusion (the most stressful experi-
ences for children) and learn to manage their emotions and
peer interactions more successfully.

Democracies need citizens who can empathize and identify
with others, recognize problems, and collaborate in building
solutions. They need citizens who can stay focused on long-
term objectives and face adversity without quitting. They
need citizens who are prepared to take the lead in bringing
change when necessary. Several years ago, for example,
Ashoka reframed its vision from building the field of social
entrepreneurship to building a world in which “everyone can
be a changemaker.” We believe these goals should be inte-
grated into education beginning in grade school. Some may
argue that it makes little sense to talk about educating chil-
dren to be changemakers when we’re having enough trouble
teaching basic reading and math. But as innovative educators
have shown, children become self-motivated to learn when
their ideas are valued. Unfortunately, as Duckworth notes, if
teachers are pressured to stay within narrow guidelines, they
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will have difficulty accepting the children’s divergence and
appreciating their creations.

Even math, a subject that currently drains the confidence
of many, can be transformed into an enjoyable experience for
all. John Mighton, founder of the Toronto-based organization
Junior Undiscovered Math Prodigies (JUMP), has demon-
strated in hundreds of classrooms that, contrary to conven-
tional wisdom, the vast majority of students can learn to
become comfortable with math. Mighton developed a curric-
ulum and structure for managing classes that allows students
of varying abilities to experience success at each stage of
learning, no matter how they compare with their classmates.
In The Myth of Ability, he argues that educators mistakenly
prioritize cognitive over emotional aspects of learning. The
first goal should be to build confidence because that leads
to heightened attention and self-motivated effort. In classes
taught with Mighton’s methods, teachers report that children
cheer when math period begins. It should come as no surprise
that children enjoy progressively difficult challenges when
there are opportunities to win at each level: that’s the secret
behind video games.

To encourage more people to be changemakers, schools
should help students to believe (1) that their ideas are valu-
able; (2) that it is good to ask questions and take initiative;
(3) that it is fun to collaborate with others; and (4) that it is far
better to make mistakes than not to try at all.

In her book Mindset: The New Psychology of Success, psychol-
ogist Carol Dweck offers another way to reinforce such beliefs:
provide feedback to children that draws attention to effort,
rather than to intelligence or talent. Dweck has found that
children who are praised for being “smart” actually become
less persevering. They come to believe that their achievements
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stem from immutable natural abilities. Dweck calls this a
“fixed” mindset, as opposed to a “growth” mindset, in which
children are taught that their abilities and achievements are
contingent on effort. She has observed that children with
growth mindsets are more willing to admit mistakes and
exhibit more determination in the face of adversity. These
qualities are essential for social entrepreneurs.

The best way for schools to produce social entrepre-
neurs tomorrow is for them to encourage students to prac-
tice changemaking today. Youth-led social entrepreneurship
is growing fast, but it operates largely outside the school
system. Young people should study how other young people
are successfully (or unsuccessfully) attacking social problems.
Case studies taken from organizations like Youth Venture, Do
Something, YouthNoise, Injaz, TakingITGlobal, Free the Chil-
dren, the International Youth Foundation, or the Girl Scouts
Challenge and Change program could easily be incorporated
into class lessons. Currently, many schools promote service
learning by engaging students in projects like cleaning up
parks or distributing meals to the poor. These are worthy
activities, but some students participate only because they are
required to do so or because it looks good on a resume. A more
innovative approach would be to expose students to serious
problems and then challenge them to imagine and construct
solutions, offering structured assistance to help them form
organizations, raise funds, overcome bureaucratic hurdles,
and evaluate their own work.

Finally, schools need to broaden the range of behaviors
they encourage and reward. We celebrate academic achieve-
ment in the form of straight-A students who get into competi-
tive high schools and top colleges; we celebrate athletes and
gifted science students. (Winners of the Siemens Competition
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in Math, Science & Technology receive $100,000 prizes and
national attention.) Schools should do more to celebrate youth-
initiated social problem solving through award programs,
conferences, and storytelling.

Students enlisted to think creatively about improving their
school, community, or city will grow into more powerful citi-
zens. For the rest of their lives, they will be oriented toward
finding solutions to problems. Educators will discover, as
numerous social entrepreneurs have already, that students so
engaged become key allies—not just better learners, but cocre-
ators of more effective and happier schools.

What is being done at the university level?

Over the past ten years, social entrepreneurship has made
inroads into academia, but it remains far from mainstream.
The first course in social entrepreneurship was initiated at
Harvard University in 1994 by Greg Dees, who now leads the
Center for the Advancement of Social Entrepreneurship at the
Fuqua School of Business at Duke University. Today, approxi-
mately 350 professors in 35 countries teach such courses,
according to the Social Entrepreneurship Teaching Resources
Handbook, compiled by Debbi D. Brock of Berea College and
Ashoka’s Global Academy for Social Entrepreneurship.
Prominent schools, including Harvard University, New York
University, and Oxford University, attract scholars interested
in social entrepreneurship through competitive fellowship
programs. Many leading business schools teach social enterprise
and host social venture planning competitions. The Tata Institute
of Social Sciences has developed the first MBA program in social
entrepreneurship in India. In addition, social entrepreneurship

has been integrated into curricula in schools of public policy,
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education, design, urban planning, public health, social work,
law, engineering, environmental science, and technology. It has
also been taken up in many community colleges. The primary
impetus behind these changes has been student demand.

At present, social entrepreneurship does not have a standard
curriculum. The University Network for Social Entrepreneur-
ship, launched by Ashoka’s Global Academy for Social Entre-
preneurship and the Skoll Centre for Social Entrepreneurship
at Oxford University, is building an online platform to assemble
research and case studies from around the world. The question
of where to situate and how to organize work that cuts across
many academic disciplines has presented a practical challenge.
Currently, the network places social entrepreneurship within
the social sciences under the discipline of entrepreneurship.
The Stanford Social Innovation Review, MIT’s Innovations and
the newly launched Journal of Social Entrepreneurship, edited
by Alex Nicholls of Oxford University’s Skoll Center, are, at
present, the only journals in the field. Academics also publish
in journals of management, entrepreneurship, organizational
development, or public policy. To do so, they have to couch
their ideas in the language of those disciplines.

Social entrepreneurship doesn’t sit well within traditional
disciplinary boundaries. Someone hoping to address a problem
in health care, for example, may need supporting knowledge
from other fields, such as history, administration, and finance.
A would-be social entrepreneur would ideally be able to
pursue studies in a variety of faculties, plus have the oppor-
tunity to earn credit through practical experimentation.

One structure that allows this is the Reynolds Program
in Social Entrepreneurship at New York University, the first
university-wide interdisciplinary fellowship program in the
field. This pioneering initiative, housed in the Robert F. Wagner
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Graduate School of Public Service, is open to undergraduate
and graduate students from every school and discipline. It
counts on high-level support from the university president
to navigate the rough political waters of an academic institu-
tion. The Center for Public Leadership at Harvard’s Kennedy
School of Government also received support from the Cathe-
rine B. Reynolds Foundation to develop a fellowship program
in social entrepreneurship. Harvard’s program is more
narrowly designed to shape entrepreneurial public service
professionals. It remains open to students from the graduate
schools of government, education, and public health.
Numerous universities, including Columbia, Stanford, the
University of Michigan, University of Navarra, Spain, and the
University of Geneva in Switzerland, have established part-
nerships with groups such as Ashoka, Echoing Green, New
Profit, Inc., the Skoll Foundation, and the Schwab Founda-
tion for Social Entrepreneurship. These partnerships bring
students, faculty, and social entrepreneurs into regular contact.
One of Ashoka’s new initiatives with universities, Ashoka U,
began by working with students, faculty, and staff members
at Cornell, Johns Hopkins, George Mason, and the Univer-
sity of Maryland to help students recognize how they might
advance change and strengthen social entrepreneurship
teaching and research. Ashoka is now building a network of
such campuses—spawning collaborative problem solving and
integrating this kind of learning into the standard university
education—so that schools reorient around the goal of fostering
changemakers, rather than merely producing graduates.
These new university-practitioner partnerships are needed
to generate research in many areas. Some pressing issues
include finding better ways to assess impact, influence public
policy, nurture entrepreneurial social leaders, finance and scale
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up organizations, and disseminate social innovations. The
question of how to advance behavioral and attitudinal changes
within large organizations and businesses—the practice of
intrapreneurship—also needs more thorough examination.

Universities legitimize new fields and careers. They expose
students to different pathways at critical junctures in their
lives. They bring an independent view that can give a wider
and longer perspective than practitioners in any one field.
Universities are well positioned to serve as incubators for
student- or faculty-led social innovation. They could establish
social change laboratories to evaluate social experiments more
rigorously, the way MIT has done with its Poverty Action Lab.
(To attract more intrapreneurs, universities also need to offer
alternatives to the publish-or-perish career path.)

The problem-solving patterns and insights emerging from
the field of social entrepreneurship can be grasped only by
stepping back. Universities need to take the lead in assem-
bling this knowledge, classifying and analyzing it, and
disseminating it so people can make use of the lessons. Only
2 percent of the world’s population receives a college educa-
tion. If important ideas are going to spread widely, those who
enjoy access must share their knowledge with the other 98
percent. At a time when many scholars feel that academic
research has grown detached from social priorities, the study
of social entrepreneurship offers new opportunities for univer-
sities to address critical global needs.

While conducting research for his book The Search for Social
Entrepreneurship, Paul Light surveyed 131 high-performing
social organizations and found that their success depended
less on the personality of their founders than on the disciplined
application of (teachable) leadership and entrepreneurial
skills. His research suggests that colleges and universities
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can, in fact, do a better job preparing students to think and
behave like innovators. Groups like StartingBloc, the Transfor-
mative Action Institute and the newly created Unreasonable
Institute address this need among select undergraduates and
young professionals. Their models should be emulated and
integrated more broadly into university programs.

To develop social entrepreneurs more systematically,
universities could establish innovation funds to encourage
student changemaking and stimulate collaborations with
leading social organizations. They could use their surround-
ings as laboratories for social problem solving, just as land-
grant universities employ “extension” workers to develop
university research into practical applications that address the
needs of farmers, engineers, families, and businesses in the
university’s home state. Universities can also offer courses in
which students implement their ideas, receive guidance and
feedback, and learn through practice much like medical resi-
dents learn from hands on training in hospitals.

Students should be invited to help shape curriculum, too.
Today, many are insisting that courses in urban planning, busi-
ness, design, and other disciplines address environmental and
social concerns. Net Impact, an association of more than 10,000
socially concerned MBA students and graduates, advocates
for such changes in business schools. Some universities have
complied, but usually by adding elective courses in sustainable
business or design rather than modifying core offerings in, say,
finance or marketing (which usually omit sustainability consider-
ations). These are typically added in response to student demand
or due to the insistence of an internal champion. Universities
could foster major changes by adopting the approach of schools
like the Bainbridge Graduate Institute and the Presidio Graduate
School, which integrate sustainability into every course.
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One lesson of social entrepreneurship is that the character
traits of leaders tend to be reflected in the institutions they
build. Organizations that support social entrepreneurs look
for high levels of integrity and trustworthiness in their candi-
dates. Not only are such people more likely to build organi-
zations that confer social benefits, but they are more likely to
be successful in recruiting and retaining supporters. Recog-
nizing this fact, universities with programs in social entrepre-
neurship often incorporate a social and emotional component
that helps students reflect on their motivations, address fears
and insecurities, and discover sources of resilience. They
also build support by fostering a sense of community among
students.

Universities are among the world’s oldest enduring institu-
tions. They change slowly, rarely voluntarily. Because they are
so expensive to run, they like their alumni to succeed in lucra-
tive fields so they can give generously to their alma mater. It
will therefore require serious effort, primarily by students, to
persuade them to prioritize the job of educating social change

leaders.

What can governments do to engage more successfully

with social entrepreneurs?

On all fronts—substance, politics, and staffing—social entre-
preneurs have a great deal to offer governments. In almost
every country where they are free to operate, social entrepre-
neurs can draw upon practical experiences to bring new ideas,
problem-solving acumen, and organizational skill to improve
government performance. They have demonstrated that it
is possible to manufacture better outcomes in areas where

governments have had difficulty achieving results.
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Government leaders and social entrepreneurs face very
different pressures and have distinct needs. Working together
has thus often been a struggle. As mentioned, elected offi-
cials need to show results in a relatively short span of time
in order to retain power. They are punished more for failure
than they are rewarded for success. The big fear in govern-
ment is not ineffectiveness, but scandals or failures that can
be exploited by the opposition. Governments, therefore, face
extreme demands for accountability. They often design poli-
cies around the methods of accountability. Governments also
respect hierarchy and territory. They work by committee and
strive for consensus.

Social entrepreneurs, in contrast, insist on being insulated
from day-to-day political pressures. They take a long-term
view to problem solving. They require flexibility, the freedom
to pursue ideas that challenge vested interests, and the ability
to experiment and fail. They work independently, and they
disregard protocol and institutional boundaries when these
prove to be obstacles.

Historically, the two sectors have suffered from a mutual
lack of respect and trust. Social entrepreneurs have tended to
regard policy makers and civil servants as “bureaucrats”’—
detached from the impact of their decisions; policy makers
complain that social entrepreneurs fail to appreciate the
complexities of running large systems. Many government
officials make no distinction between social entrepreneurial
organizations and run-of-the-mill nonprofits, while social
entrepreneurs insufficiently appreciate creative efforts that
emanate from public agencies.

These tensions have impeded necessary collaboration. In
a poll taken at an international conference of social entre-

preneurs in Brazil in 2005, 80 percent of attendees said they
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needed to work more closely with governments to increase
their impact, but only 20 percent were actually working with
their governments or had a plan to do so.

In the United States, a coalition of more than 8o social entre-
preneurs called America Forward, under the leadership of New
Profit Inc., working with the Center for American Progress, put
forward a set of policy ideas that led the Obama administration
to create a White House Office on Social Innovation and Civic
Participation and to support an innovation fund, for which
Congress appropriated $50 million in seed capital.

The new office works to identify and scale high-performing
social organizations, forge partnerships with business and
philanthropy, and support national service and other forms of
citizen engagement. The fund is designed to leverage private
investment to expand “ideas that work.” The administration’s
recovery act also allocated $650 million for a “What Works
Fund” within the Department of Education, to be invested in
school and community initiatives with proven impact. Intra-
preneurs within the administration hope to build upon these
early steps to demonstrate how governments can improve
their overall effectiveness by harnessing the power of social
innovators outside government. In so doing, they hope to
shape a policy environment more alert to the potential of
social entrepreneurs and citizen organizations.

What many American policy makers do not yet appreciate
is that social entrepreneurship is qualitatively different from
the “thousand points of light” idea, which President George
H. W. Bush invoked to celebrate small-scale, grassroots,
community initiatives twenty years ago. Social entrepreneur-
ship is no more a little helper to government than business
entrepreneurship is a little helper to the U.S. Treasury. It is
becoming a primary engine for the invention and deployment
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of solutions. Social entrepreneurship represents a fundamental
reorganization of the problem-solving work of society: a shift
from control-oriented, top-down policy implementation to
responsive, decentralized institution building. It draws on a
core insight of the twentieth century: namely, that a dynamic
marketplace of ideas and initiative is the basis of a thriving
economy. Under normal circumstances, governments under-
stand this. When seeking to stimulate the economy, a govern-
ment will look for ways to encourage enterprise; it won't start
its own companies to satisfy consumer needs.

Ironically, this pattern is often reversed when it comes to
education, health care, and other social functions. In the social
sector, governments are actively engaged in running service
enterprises, not just funding or overseeing them. These public
structures were created to ensure equality and universal access,
which continue to be vital considerations. However, govern-
mental structures that are ill-suited to running businesses do
not necessarily perform better when running organizations
to address social needs. In many areas, organizations run by
social entrepreneurs achieve superior results.

The solution is not to simply abolish ineffective govern-
ment programs but for governments to change the way they
deploy their resources. Rather than trying to create their own
structures to address problems, governments should look
to develop and harness the potential of social entrepreneurs
and citizen organizations to achieve policy goals, just as they
do with business entrepreneurs and companies. In the past,
when governments identified promising innovations in the
social sector, they would supplant the organizations and try
to take the ideas to scale within government. This model,
known as pilot and scale, made sense in theory. Some group
would demonstrate an approach to a problem, say, an early
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childhood enrichment program; it would undergo a rigorous
evaluation, and if the results were promising, the government
would take up the idea and replicate it.

Most of the time, pilot and scale produced disappointing
results for the simple reason that scaling an idea requires
every bit as much entrepreneurship as piloting one. To scale
an idea is to pilot the growth of that idea. Survival rates in
business indicate that the growth phase is every bit as risky
as the launch phase. Scaling requires continuous learning and
adjustment, a job that takes more flexibility than governments,
as currently structured, usually enjoy. We wouldn’t think of
asking a government agency to replicate a profitable busi-
ness. What policy makers should recognize is that replicating
a successful social organization is not that different.

To engage with social innovators more successfully, govern-
ments could systematically survey society for social entrepre-
neurs who have demonstrated results and growth potential
and assist them in taking their ideas and organizations to scale.
In doing so, the government should think like a gardener,
rather than a builder. A gardener knows that he cannot make
a plant grow. The best he can do is identify good seeds and
soil, provide nourishment and protection from the elements,
and keep a careful watch. Plants grow of their own volition.
No one can mandate the healthy growth of an organism—and
an organization attacking a tough social problem is very much
like an organism. Its growth is a tenuous affair. Governments
need new mechanisms to seed and grow social innovations.
The Obama administration is now exploring this challenge
with its What Works and Social Innovation funds.

To be successful, governments will have to shift from a
model of running programs and purchasing services from

low-cost providers to a model of investing in and providing
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different forms of assistance to high-performing institutions
led by entrepreneurs. Some of these changes are underway in
the field of international development in response to govern-
ment’s lackluster performance with aid projects and the supe-
rior achievements of social entrepreneurs. Historically, foreign
aid was channeled almost exclusively through governments.
Today, donors give more resources directly to citizen organi-
zations. Microfinance played a major role accelerating this
trend; social enterprise is poised to follow suit.

To make this shift, governments should focus on building
respectful partnerships with outside groups that are imple-
menting solutions. To help those organizations expand,
they should shift from providing after-the-fact payments
for services to front-loaded, equity-like investments that
are large enough to fuel expansion plans and linked to
performance. Governments need to find ways to oversee
significant long-term investments in institutions, without
assuming control of those institutions. And they will have
to become skilled in communicating the rationale for this
new approach to the press, because it will produce both
successes and failures.

In addition, governments will need to overhaul the current
framework of incentives and regulations that constrain social
entrepreneurship, including social enterprise. Governments

could do the following:

* Make it less burdensome for people to open and close
social-purpose organizations

* Make it easier for citizens to receive tax benefits for
contributions of money and in-kind services. (In many
societies, citizens and corporations cannot claim tax

deductions for charitable contributions.)
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¢ Expand national service, leveraging AmeriCorps and
Experience Corps-type programs to engage more citi-
zens in problem solving

¢ Hold conferences of social entrepreneurs, policy makers,
philanthropists, businesspeople, researchers, journalists,
and others to identify new solutions, address blockages,
and expand on success

¢ Create cross-sector fellowships to bring social entrepre-
neurs into government and place policy staffers in social
organizations. Congressional staffers, legislative commit-
tees, and political campaign directors understand poli-
tics better than the particulars of solutions, while social
entrepreneurs understand how to address problems but
not the nuances of political deal making

¢ Introduce innovation funds within all government agen-
cies for investment in high-performing institutions

* Engage with philanthropists and impact investors to
encourage the development of a social capital market

* Modify the tax treatment of the newly created L3C (low-
profit limited liability) corporation and other social-
purpose businesses to make them more attractive to

investors

Many of these ideas are already being explored at city, state,
and national levels. In his study Advancing Social Entrepreneur-
ship: Recommendations for Policy Makers and Government Agen-
cies, Andrew Wolk describes numerous examples in which
social entrepreneurs collaborate with governments to achieve
policy goals. One example is ITNAmerica, a nonprofit trans-
portation service for seniors that has received government
assistance at all levels, including funding and policy support,
to replicate its model in several cities. In Indianapolis, former
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mayor Bart Peterson and former Charter Schools Director
David Harris created The Mind Trust to recruit education-
focused social entrepreneurs to the city. Peterson’s prede-
cessor, Stephen Goldsmith, authored Governing by Network:
The New Shape of the Public Sector, which also details how
governments are forging new kinds of partnerships to tackle
social problems more effectively than in the past.

It’s important to emphasize that while governments are
not necessarily the best actors to implement solutions, they
remain responsible for the provision of solutions. Parents
are responsible for their children’s health care, even if they
don’t perform the vaccinations. Social entrepreneurship is not
a replacement for government or a model for letting elected
officials off the hook.

Governments and social entrepreneurs need one another.
Because nobody elects social entrepreneurs, their legitimacy
is subject to question. The government remains the only actor
that represents the whole of society. Only governments have
the capacity to address problems at national scale and provide
equal access to all, regardless of ability to pay. A good example
of the interplay between social entrepreneurship and govern-
ment is the role played by Gifford Pinchot. A leading social
entrepreneur in the American conservation movement and
the first Chief Forester of the U.S. Forest Service, he fought in
the early 1900s to advance a policy of federal ownership and
management of public lands, an idea that led to the establish-
ment of national forests and later national parks. Today, we
can see the competitive weaknesses and advantages of govern-
ment in our mail delivery. Federal Express may offer better
service than the postal system, but the U.S. Postal Service
provides the only way to send a letter across the country for
less than 50 cents.
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One of the principal effects of social entrepreneurship,
as the field grows, will be to sharpen and refine the role of
government. Social entrepreneurs will help to ease govern-
ments out of daily functions that they are not well-suited to
perform—so they can focus on their competitive advantages:
determining priorities, ensuring fairness, and fashioning a
framework of incentives and oversights that can best unleash
society’s full creative potential in service to the public will. As
James Madison wrote, the object of government is “the happi-
ness of the people.” But a good government must also under-
stand “the means by which that object can be best attained.”

How is social entrepreneurship influencing business?

The explosion of social entrepreneurship over the past quarter
century occurred outside the purview of business. But today,
leaders in both sectors are moving beyond the ideological
blinders that have prevented them from recognizing opportu-
nities to transform the way both sectors work to serve society.
Social entrepreneurs appreciate the managerial and financial
competence that distinguishes great companies, and, increas-
ingly, business entrepreneurs are coming to respect the inge-
nuity and impact of effective social organizations.

In addition, businesspeople are recognizing that social
entrepreneurship brings new opportunities to generate profits.
Social entrepreneurs are proving to be the best access routes
to large markets in both developing and industrialized coun-
tries that are currently underserved by traditional businesses.
Just as innovation occurs at the intersection of fields—biology
and computer science, for example—a great deal of innova-
tion in the coming years will emerge at the intersection of the

social and business sectors. Businesspeople stand to gain by
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understanding how social entrepreneurs identify opportuni-
ties, develop products, satisfy clients, motivate staff, handle
distribution, and manage pricing in unfamiliar contexts.

Ignorance of the field of social entrepreneurship will also
carry new risks for business. Firms increasingly maintain
brand loyalty through their behavior as corporate citizens—
including how they treat their employees and suppliers,
how they protect the environment, and how their products
contribute to society’s well-being. Many talented employees
avoid working for companies with lackluster social records,
and some investors incorporate social concerns in their
value determinations. Shareholder activists and social-
rating agencies can now communicate with millions of
stakeholders. Meanwhile, the regulatory environment is
poised for change, with tougher social and environmental
safeguards likely to come. These changes are occurring at
the global level. Even in developing countries, companies
that have long been indifferent to social concerns will not
be able to count indefinitely on the passive acquiescence of
millions of poor people.

These changes, along with an increase in the number of
socially motivated entrepreneurs, may produce a synthesis
between ordinary business and social enterprise, with the
distinction between the two becoming less significant with
time. The shifting demands of customers, employees, and
investors may simply make it less practical, lucrative, and
satisfying to operate businesses that focus only on profits.
To be sure, many companies will continue to pursue harmful
business practices. But innovative companies will recog-
nize the new market signals and will adapt, just as they
responded to technological changes over the past twenty-five
years. Businesspeople familiar with the landscape of social
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entrepreneurship will be better prepared than their competi-
tors to recognize and seize the opportunities.

In decades past, many people who were primarily motivated
by social or ethical concerns did not view business as a pathway
to realize their ambitions. Those who wanted to “make a differ-
ence” might have entered one of the caring professions—
teaching, medicine, or the clergy, for example—or gone into
journalism, science, or law. Or they may have pursued the
bifurcated approach of John D. Rockefeller and Andrew Carn-
egie, who engaged in exploitative practices to make money and
demonstrated public-mindedness when giving it away.

The global emergence of social enterprise challenges the
idea that people go into business exclusively to make money. In
Creating a World without Poverty, Muhammad Yunus contends
that by reducing humans to “one dimensional” profit seekers,
economic theory has produced a “narrow” interpretation of
capitalism which has failed to “capture the essence of a human
being.” It has blinded people to other uses of business.

Today, many see social enterprise as a vehicle to satisfy a
full spectrum of goals and desires. Social enterprise is taking
off so quickly and in so many directions that it would require
numerous books to give it adequate treatment. The need for
this new approach is obvious. While markets are marvelous
tools to coordinate economic activity, they regularly fail to
meet many basic needs of the poor. For example, markets have
not been able to deliver health insurance, effective education
and day care, or even fresh fruits and vegetables to low-
income people in the United States. It is social entrepreneurs
who are today creating new kinds of marketplaces to make
such things available at affordable prices. Similarly, entrepre-
neurs are developing systems to conscientiously extend credit
and other financial services to the millions of “underbanked”
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Americans who are routinely exploited by predatory lenders,
used car dealerships, and check-cashing outlets. In another
crucial area, “cleantech” firms are developing a wide array of
products to reduce society’s environmental footprint.

In the developing world, countless firms, both for-profit
and nonprofit, are marketing to the four billion underserved
people in the so-called “Bottom of the Pyramid,” a term
popularized by the business professor C. K. Prahalad in his
influential book, The Fortune at the Bottom of the Pyramid. As
microfinance has shown, poverty alleviation doesn’t come
from market access alone. Among the poor, the most pressing
needs are not individual sachets of hair conditioner or skin
cream but clean water, nutritious and affordable food, good
housing, access to health care, education and information,
and tools and transportation services that help them seize
economic opportunities.

In recent years, social entrepreneurs have launched enter-
prises to provide many such necessities, including solar
power, biomass fuels, and low-energy cooking stoves. They
provide health products like reading glasses, hearing aids,
and malaria nets. They offer sliding-scale cataract surgeries
to villagers and sell low-cost prostheses to amputees. They
run low-profit pharmaceutical firms to develop medicines for
developing world illnesses that drug companies ignore. They
serve the poor with income-generation tools such as foot-
powered water pumps, turnkey bee-cultivation businesses,
and soil-testing kits. They provide cell-phone-based banking,
remittance, and farm data services. They help language
translators, village-based artisans, and growers of coffee, tea,
flowers, and cocoa gain access to new markets. They operate
slum- or village-based Internet kiosks, distance learning

programs, mobile laundromats, and ambulance services.
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They help villagers launch microfranchise businesses. They
sell microinsurance to protect the poor from illnesses, crop
failures, and natural disasters.

Many of these enterprises are in early stages and are still
experimenting to develop viable business models. Some, like
Aravind Eye Care System in India, which has performed
millions of surgeries, achieve profitability through cross-subsi-
dization (sliding-scale pricing in which better-off customers
pay more for the same services than poor people, who pay
little or nothing). Collectively, they lack coordinated market
supports, especially the financial services that traditional
businesses count upon. As previously noted, building these
supports will be the crucial next phase in the development of
this field. The World Resource Institute’s Web site, NextBil-
lion.net, does an excellent job tracking developments in social
enterprise. A new magazine, Beyond Profit, launched by Intel-
lecap also chronicles the field.

Social entrepreneurs are also transforming business by
forming partnerships with corporations to help them serve
large numbers of poor people. Companies that hope to do
business with the Bottom of the Pyramid, either as buyers
or sellers, have the choice of spending years building new
distribution channels and changing their corporate cultures
or engaging in joint enterprises with social entrepreneurs who
are already serving these markets.

Many companies have already begun this process. Yunus
has formed a partnership with Danone Foods of France to
create Grameen Danone, a new social business to market
an inexpensive, fortified yogurt product to Bangladeshi
villagers, particularly children. Grameen’s goal is to address
urgent health problems caused by micronutrient deficiencies.
Danone gets to present itself as a good corporate citizen, offer
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employees an exciting project to work on, and gain exposure
to a large new market.

Ashoka has created an initiative under its Full Economic
Citizenship program that it calls the “Hybrid Value Chain,”
which helps businesses and social entrepreneurs conceive,
organize, and finance partnerships to market products and
services to underserved communities. For example, Ashoka
has formed a partnership with the giant Mexican cement
manufacturer Cemex, through which social entrepreneurs in
its fellowship manage the sale of affordable building products
on credit to slum dwellers. The company gains access to a new
market, the social entrepreneurs gain an additional revenue
source, and the clients get better housing.

In another example of this trend, Starbucks and Green
Mountain Coffee Roasters have formed a partnership with
Root Capital, a nonprofit social investment fund, to help
source coffee from farming cooperatives in the developing
world. In this case, Root Capital has provided capital for
coffee-washing machines so farmers can meet the retailers’
quality standards. By providing capital and training, and
brokering market connections, the organization helps people
in poor, environmentally vulnerable communities around the
world achieve sustainable livelihoods.

The essence of these partnerships is complementarity. Busi-
nesses possess the capital and productive capacity to develop
new products and market them at scale; social entrepreneurs
understand the markets, have established distribution chan-
nels, and enjoy the customers’ trust.

Businesses are also changing from within, led by intrapre-
neurs who are instituting processes to integrate social and
environmental considerations into basic business manage-

ment. Some of the most critical social and environmental
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changes in the coming years will originate in large corpo-
rations. For example, Kelly Lauber, who directs sustainable
ventures at Nike, the global footwear and apparel company,
spearheads an initiative called GreenXchange, which helps
companies share intellectual property for green product
design and manufacturing—things like water-based adhe-
sives and “green rubber,” which are far less toxic than
traditional formulas. The biggest news on this front was
Wal-Mart’s announcement in July 2009 that it would be
creating a “sustainability index” to assess the waste, water,
and energy usage of every one of its 60,000 suppliers glob-
ally, a move that prompted excitement from even skeptical
environmentalists.

These changes have been inspired by pathbreaking books
like The Ecology of Commerce and Natural Capitalism, among
others, and pioneering business leaders like Ray Anderson,
whose global carpet manufacturing company, Interface, exem-
plifies sustainable business. R. Paul Herman, author of The
HIP Investor, notes that such changes produce quantifiable
social impact and “lead to higher revenues, lower costs, tax
benefits, more enthusiastic and productive staff, and greater
shareholder value.”

Wal-Mart, like many businesses, began focusing on sustain-
ability because of public pressure to account for things that
it largely ignored in the past—pollution, resource deple-
tion, workforce diversity, waste, sprawl, labor conditions in
the developing world, and effects on families and commu-
nities. Wal-Mart has always focused on efficiency, and the
company now anticipates considerable savings through its
efforts to conserve energy and resources. Less innovative or
dominant companies will likely enlist lobbyists and lawyers
in an effort to maintain the status quo. It will take well-placed
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intrapreneurs at all levels of corporations to pioneer solutions,
overcome resistance, and artfully advance change.

Social entrepreneurs are also changing the nature of corpo-
rate social responsibility, something treated in the past as little
more than an extension of a company’s public relations. For
example, Philip Morris, the tobacco company, has long sought
to dampen criticism by supporting museums and orchestras.
Corporate grant-making foundations geared to marketing
objectives have traditionally been more interested in good
press than social impact.

Today, social responsibility is being recognized as a core
management function, one that plays a key role in motivating
and retaining employees, providing leadership opportunities,
and strengthening relationships with customers. Social entre-
preneurs, recognizing the value that they bring to companies,
are increasingly eschewing corporate social responsibility
departments in favor of dealing with top executives directly.
They are pursuing front-door rather than side-door partner-
ships, and they are seeking more than financial assistance
or sponsorships. Instead, they look to work with companies
where there is a strategic alignment.

Companies that have developed robust, long-term part-
nerships with social entrepreneurs report benefits in their
primary business activities. New Profit Inc. and Ashoka,
for example, have helped the consulting firms Monitor and
McKinsey respectively to recognize and serve new catego-
ries of clients. Through its partnerships with KaBOOM! and
HandsOn Network, Home Depot provides opportunities for
thousands of employees to engage in reliably enjoyable and
meaningful service. And at a time when the book business
is faring poorly, First Book has helped publishers recognize
new market opportunities by reaching out to millions of
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low-income families who historically have been overlooked
by booksellers.

Finally, social entrepreneurs are influencing the regula-
tory and investment environments to hold businesses more
accountable to their social and environmental performance
and to support social enterprise.

Oversight is crucial to ensure the integrity of social enterprise.
Recently, a few cases have sparked debate about the potential
for social enterprises to take advantage of poor customers, who
often lack choice in the marketplace. The most controversial
was the initial public offering by the microfinance lender Banco
Compartamos in Mexico, which yielded staggering profits for
its investors, including the nonprofit microfinance network
ACCION International. At issue was the nearly 100 percent
annualized interest rate that Compartamos charges to its low-
income borrowers. Investors defended the practice as one neces-
sary to attract capital to serve the millions still unbanked (many
of whom borrow from loan sharks, at even higher rates). Critics
consider these lending practices to be usury by another name,
especially when they are sustained by an absence of compe-
tition. As some microfinance lenders and investors seek to
emulate Compartamos’ success, others are advancing a move-
ment within microfinance to improve financial education among
borrowers, evaluate social as well as financial performance, and
toughen consumer protection standards.

While many advocates seek to impose new regulations on
businesses, independent groups are developing transparent
rating and branding systems to encourage (and pressure)
companies to voluntarily comply with social and environmental
performance standards. For example, Social Accountability
International has developed the global standard SA8ooo, which
certifies that companies maintain decent working environments.
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B Lab has established the “B Corporation” certification, which
companies receive only if they can demonstrate social benefits for
all their stakeholders. HIP Investor has created scoring systems
to help investors rank companies based on their combined
human impact and profit. These and other new oversight tools,
accessible to any investor or consumer, along with government
regulatory changes and recognition of legal hybrids, such as the
low profit limited liability corporation, will likely accelerate the
growth of social enterprise in the coming decade.

Can philanthropy be more effective?

Philanthropy is potentially society’s most innovative form of
capital, but it is not always deployed effectively. Compared
to policy makers and business investors, philanthropists can
assume more risk, maintain a longer-term focus, and support
less popular ideas. Philanthropists provided the seed funding
for many of the most important social changes in the history
of the United States. They financed abolitionists, suffragettes,
labor organizers, citizens’ rights groups, hospital builders, and
universities and schools for the disabled—often long before
the work was understood or publicly validated.

Philanthropy could dramatically increase the impact of the
citizen sector in the coming decades. Researchers estimate that
inheritances for the first half of the twenty-first century will
amount to tens of trillions of dollars, a significant portion of
which will be allocated for philanthropic purposes. The total
annual expenditures of U.S. charitable organizations that
currently report to the IRS is roughly $1 trillion.

In addition to the growth in resources, philanthropists
are also experimenting with new models of financing that

are better structured than past approaches to meet the needs
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of social innovators. For example, some provide loan guar-
antees and “first loss” funds to enable grantees to leverage
capital markets; others use grants to catalyze innovation and
seed new markets; still others make collaborative, multiyear
“patient capital” investments to fuel the growth of proven
organizations. These are some of the new approaches that

7]

have been described as “venture philanthropy,” “strategic
philanthropy,” and “impact investing.”

Historically, philanthropy was viewed through the lens of
charity and often practiced in an unsystematic, even capri-
cious, fashion. To be sure, many leading foundations, such as
the Rockefeller, Ford, and Robert Wood Johnson foundations,
have long maintained a sharp focus on results. But in years
past, donors had a poor understanding about the effectiveness
of their grants or the relative merits of giving opportunities.
The standard approach was to provide modest-size, one-year
grants restricted to specific uses, a method of financing which
is poorly suited to the needs of institution builders.

Many foundations have also neglected to evaluate their
own performance. In recent years, they have come under
fire for this oversight. Critics argue that philanthropy, which
confers tax benefits, should be accounted for like other public
resources. In response to such criticisms and influenced by
the rise of social entrepreneurship, many philanthropists
have intensified their focus on measurable results. The most
daring have even allowed themselves to be evaluated by their
grantees, a trend which is to be encouraged.

Over the past decade, numerous donors, such as Venture
Philanthropy Partners, New Profit Inc., Atlantic Philanthro-
pies, the Robin Hood Foundation, and the NewSchools Venture
Fund, have adopted an approach to giving that is modeled on

venture capital financing. It involves multiyear grants that are
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usually combined with some kind of direct engagement on the
part of the donors. This assistance may include management
consulting, business plan development, research, networking,
lobbying support, or assistance with marketing. Funding is
often aggregated across donors and tied to a growth plan, rather
than restricted to one program. One benefit of this approach is
that grants will often be automatically renewed if organizations
meet the performance targets specified in their plans. Though
this may seem merely sensible, it represents a departure from
the past, where grants were often renegotiated annually based
on considerations that were far from transparent.

Groups like Bridgespan and Nonprofit Finance Fund Capital
Partners help organizations develop growth strategies, while
certain philanthropists target specific fields and institutional
stages, developing expertise in those areas. For example, the
Edna McConnell Clark Foundation and SeaChange Capital
Partners provide growth funding only to organizations that
aim to transform the lives of youths. Recently, the Skoll Foun-
dation launched the Skoll Urgent Threats Fund, to support
efforts to combat climate change, the Middle East conflict,
nuclear proliferation, pandemics, and water scarcity.

All these factors are driving a shift from what might
be termed “palliative” to “curative” philanthropy, in which
donors seek less to mitigate suffering than to transform the
social conditions that produce suffering. The major elements
of this shift include searching for innovative ideas, targeting
investment to high-performing social entrepreneurs, providing
longer-term capital along with managerial assistance, and
rigorously tracking results.

These changes have been widely adopted by the current
generation of high-tech entrepreneurs-cum-philanthropists—
many of whom made fortunes while still in their 30s and 40s
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and will be active well into the twenty-first century. In contrast
to more traditional philanthropists, they have demonstrated a
desire not simply to write checks but to get directly involved
in the construction of solutions.

Joel L. Fleishman, in his book The Foundation: A Great Amer-
ican Secret, predicts that social entrepreneurship and venture
philanthropy will come to dominate philanthropy in the
twenty-first century because these models for organizing and
financing social change “significantly overachieve in impact the
dollars spent the old-fashioned way.” However, one significant
limitation of venture philanthropy is that, unlike start-up busi-
nesses, social organizations don’t generate profits when they
are successful. Nor do they typically enjoy economies of scale.
There is no exit strategy; as they grow, they just need more
money. The venture capital approach is designed to support
enterprises in their early stages, not in perpetuity. For ongoing
needs or major growth funding, social entrepreneurs must
look to governments or large donor pools, or generate their
own revenues through social enterprise. The latter is attracting
growing interest among philanthropists. Anumber have created
so-called patient capital funds to fulfill the institution-building
function that private equity funds serve for business.

The landscape of giving is also broadening in other ways.
Organizations such as GlobalGiving and Kiva are harnessing
the Internet to aggregate resources from millions of indi-
vidual “micro” philanthropists. Other examples of resource
aggregators include giving circles, women’s foundations,
and town associations. The old model of strangers giving to
strangers is being replaced by one based on connection and
accountability.

Below are some ideas about how philanthropists might rede-
ploy resources to harness social entrepreneurs more effectively:
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Help social entrepreneurs engage more successfully

with businesses and governments

The world’s largest foundation—the Bill and Melinda
Gates Foundation—gave away $3.5 billion in 2009. That might
sound like a huge sum, but it is less than the annual budget
of the New York City Police Department. The Gates Founda-
tion hopes to make a dent in global poverty and health with
its money. Therefore, the foundation needs leverage. One
approach is to support social entrepreneurs who have the
potential to shift practices in business and government. First,
policy makers and social entrepreneurs need to be brought
together more regularly so they can find ways to combine their
strengths to improve public systems. And social entrepreneurs
and business leaders need to form partnerships so they can
discover how to transform business practices to meet pressing
needs. The process of convening these parties, sharing ideas,
and building trust is time-consuming and costly. Philanthro-
pists are uniquely positioned to catalyze such exchanges and
to create the neutral space conducive for incubating new ideas

and institutions.

Fund structural supports for social entrepreneurship

Philanthropists could use their influence with universities
to encourage education and research focused on social entre-
preneurship. They could provide tuition support to attract
students who are interested in this field. Existing fellowship
programs, like those run by Echoing Green, the Draper Rich-
ards Foundation, Ashoka, or The Mind Trust, play a key role
nurturing talent for the field of social entrepreneurship. But
they are highly limited in number. Many fellowship programs
are needed to attract more people into the field and, in
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particular, to recruit entrants from low-income families, who
often assume considerable financial risk when they depart
from conventional career paths.

Social entrepreneurship remains underreported. Founda-
tions could address this problem by investing in new media
structures that incorporate more coverage of solutions in
the news. They could also support the creation of platforms
(journals, Web sites, public databases, etc.) to facilitate knowl-
edge sharing about social innovation. The Skoll Foundation’s
Web site, Social Edge, provides a space for social entrepre-
neurs to write about their experiences, exchange advice, and
learn about events and opportunities, such as fellowship and
funding programs. Ashoka’s Changemaker Web site hosts
“collaborative competitions,” in which people around the
world propose solutions to global problems. This open-source
format pulls in many practical ideas, the best of which are
rewarded with prizes and sometimes large foundation grants.
Foundations with research staffs should also do more to help
small grant makers identify strategic giving opportunities.

Foundations could fund training programs and fellowships
to help baby boomers make the transition to changemaking in
their “encore careers,” a strategy that Marc Freedman, author
of Encore, deems necessary for society to realize a vast “expe-
rience dividend” from the “biggest generation in American
history.” Foundations could also support programs that
provide “service grants” to companies, following the model of
the Taproot Foundation, so as to integrate pro bono work more
closely with business careers and ensure that firms remain
socially engaged during recessions. These exposures increase
the flow of talent across sectors. Finally, philanthropists could
leverage their existing investments by supporting the growth
of more advisory services, like FSG Social Impact Advisors,
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which help philanthropists and social investors make smarter
funding decisions.

Stick with things that work and communicate clearly

In business, investors change strategies when they believe
they can get better returns. Philanthropists, policy makers, and
political appointees frequently change directions when they
seek variety or simply hope to distinguish themselves from
their predecessors. One example is UNICEF’s shift away from
child survival. Between 1982 and 1995, UNICEF helped orches-
trate astonishing gains in children’s health by drawing global
attention to a few basic life-saving interventions. Millions of
deaths were prevented, largely through vaccinations and oral
rehydration therapy. When UNICEF’s leadership changed in
1995, the push for child survival fell off—not because results
were poor or the need was gone—but because the new leader
had a preference for rights-based interventions.

Similarly, funders often change tacks for reasons concealed
from their grantees, terminating relationships with explana-
tions like, “We’ve been working together for several years and
we feel it’s time to move on.” This is closer to the language
of courtship than social investing. When funders commu-
nicate this way, they send the message that performance is
secondary. Funders should make efforts to explain their deci-
sions along the following lines: “We believe we can have more

impact elsewhere—and here’s why.”

Let more organizations die

Every day, new social organizations open their doors, but
few close down or merge. Because the social arena lacks the
institutional turnover that one finds in the business sector,

resources tend to be spread ever more thinly over time, rather
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than reallocated from low- to high-performing groups. Indus-
tries need a continual replenishment of ideas, people, and orga-
nizations or they stagnate. The solution is not to discourage
people from starting ventures, but merely to ensure that failure
and mediocrity lead to reductions or withdrawal of funding.

Help social entrepreneurs work together

Bill Drayton contends that the next major stage for social
entrepreneurship is to improve collaboration. Early in the
twentieth century, groups of lawyers and management consul-
tants discovered that they could gain efficiencies and multiply
their influence by joining together in firms. Philanthropy
could encourage social entrepreneurs to join together in firms,
as well, where they could share expertise and contacts, test
ideas, launch ventures, and provide consulting services to
larger clients, including businesses and governments. Such
firms could furnish a home base to reduce the risk and loneli-
ness that can discourage early-stage entrepreneurs. Successful
initiatives along these lines include the Centre for Social Inno-
vation and the MaRS Discovery District, both in Toronto.
Another creative collaboration is Social Innovation Genera-
tion, a partnership between the J.W. McConnell Family Foun-
dation, the MaRS Discovery District, the PLAN Institute, and
the University of Waterloo, which works to foster economic,
cultural and policy changes in Canada that are conducive to

continuous social innovation and “whole system” reforms.

How will the field of social entrepreneurship

influence journalism?

Journalism is undergoing a profound transformation as tradi-
tional media sources, particularly newspapers and network

news shows, experience drops in readers and viewers. During
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2009, more than one hundred American newspapers closed
or stopped publishing a print edition. Even the survival of a
printed version of the mighty New York Times remains in ques-
tion. As consumers continue to migrate to online and cable
media, it is unclear what tomorrow’s news sources will look
like and how they will be financed.

One change that social entrepreneurship may advance is
the legitimizing of a category of news focused on solutions.
Mainstream news today is dominated by information about
problems and stories of conflict. Most of the activity in the
field of social entrepreneurship remains hidden from public
view. Consider the Grameen Bank, arguably the world’s
most celebrated anti-poverty organization. In three decades,
the New York Times has referred to the bank in 84 stories,
a third of them since Grameen won the Nobel Peace Prize
in 2006. By contrast, it referred to the Tamil Tigers in eight
hundred stories and the Irish Republican Army in 3,600. The
phrases “drug gangs” and “drive by shooting” each bring
up close to six hundred stories. Since 1981, the Times has
mentioned Ashoka in sixteen articles, BRAC in seven, the
Self-employed Women'’s Association in eight, and ShoreBank
in twenty-eight. These organizations, all considered among
the world’s preeminent examples of social entrepreneur-
ship, have each been operating for thirty years. Each boasts
a wealth of experience in attacking poverty and other prob-
lems—experience that, if better understood, could improve
public policy and help thousands of social organizations
achieve superior results. But news editors who are comfort-
able covering a large company like IBM or a sports team like
the Yankees on a regular basis believe that they should not
report on an important social organization more than once

or twice in a year.
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Solution stories, when they appear, tend to be treated as
secondary or “soft” news compared to reports of corruption
in business or government, for example. There is nothing in
the nature of journalism that requires news to be overwhelm-
ingly negative. News can be thought of as destabilizing
information—information that shows how tomorrow will be
different—and social entrepreneurship certainly upsets the
status quo. The main role of a free press is to provide citizens
with the information they need to lead good lives and to help
society improve. Citizens need to be apprised of opportunities
as well as problems.

Because of cultural biases and structural constraints within
news organizations, however, journalists systematically
underreport solutions. Journalists fear being labeled advo-
cates. It’s professionally safer to critique yesterday’s events
than to show appreciation for an idea that may hold promise
for tomorrow. Newsroom budget cuts have also made it diffi-
cult for journalists to cover solutions, which often require
more in-depth reporting than typical news stories. And it goes
without saying that negative news, especially scandals and
murders, sell newspapers. As a result, we know a great deal
about what is broken in society but little about what is being
done to fix things. The challenge today is to cover the field of
social entrepreneurship faithfully. The media has a vital role to
play making society’s social problem-solving activity visible,
illustrating, as we do in business every day, what leading
entrepreneurs are doing and how industries are evolving.

This situation is poised for change. In polls, news
consumers consistently indicate their dissatisfaction with the
state of journalism. Journalists are also unhappy. Too often
market imperatives in media companies override a concern

for the public interest. Many reporters who entered the field
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with high hopes of improving society now struggle to remain
true to their own ethical standards. Frustrated journalists
will either force changes from within or build new media
organizations.

Much has been made of the destabilizing effects of online
media. Less has been said about how news companies are
failing to adapt to the changing tastes of a generation of
consumers who wish to be informed about problems and
solutions. Forward-thinking universities and colleges have
responded to student demand for change. Smart companies
retain young employees by offering meaningful work and
service opportunities. News companies need to recognize that
journalists and consumers alike are eager for changes in the
structure and content of the news that will help them recon-
nect to meaningful pursuits.

Social entrepreneurship offers a landscape of compelling
stories. These are not just feel-good stories to lighten things
up or provide a little seasonal fare at holiday time but vital
information about how citizens are wielding power to reshape
society. They are stories about new ideas, new career paths,
and new institutions.

We have already seen the beginnings of change, as main-
stream news sources have begun devoting marginally more
attention to social entrepreneurs, albeit in the old-style good-
news format often pegged to Thanksgiving or Christmas.
Some examples are CNN Heroes, the Frontline/World Social
Entrepreneurs series, intermittent profiles on ABC and NBC
News, 20/20, and 60 Minutes, and features on social entre-
preneurship in Fast Company, Business Week, and The Econo-
mist, as well as the reporting of journalists such as Matthew
Bishop, Cheryl Dahle, Atul Gawande, Tracy Kidder, Nicholas
D. Kristof, Jay Mathews, Tina Rosenberg, and Paul Tough,
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who have chronicled the work of social innovators in a variety
of fields. Several targeted magazines also cover social innova-
tion, including Good magazine, Ode, Yes!, and Beyond Profit,
as well as online sites, including Social Innovation Conversa-
tions, GRITtv, Huffington Post Impact, and change.org, where
Nathaniel Whittemore writes an excellent blog on social
entrepreneurship.

Journalism will play a critical role in helping society to
become more innovative. Social entrepreneurs depend on a
responsive media to spread new ideas and challenge existing
attitudes and behaviors. As more people get involved in the
construction of solutions, they will require information that
helps them to be effective. The news industry will, therefore,
require comparatively more journalists who are both good
storytellers and familiar with the mechanics of social problem
solving. We will need journalists who can tell whether a
social organization is outperforming or underperforming the
“market.” Discernment will be critical. Today’s journalists
know which companies in a given industry are most competi-
tive and which politicians are accumulating power, but few
can say which social organizations are transforming people’s
lives and which ones are just wasting money. Journalists will
have to expand their core role from exposing problems to
exposing both problems and opportunities.

A number of social entrepreneurs have begun to trans-
form journalism by creating new platforms to produce and
assemble news and foster greater public accountability. Many
are working in developing countries where the media has
historically been weak. Examples include La Silla Vacia (the
Empty Seat), a news Web site that reveals the workings of polit-
ical power in Colombia, and Groundviews, which provides a

safe space for citizen journalism under conditions of severe
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censorship in Sri Lanka. Some aggregate voices from dispa-
rate sources. Global Voices Online integrates news coverage
from around the world in a multilingual, searchable format,
and New American Media helps thousands of small ethnic
news organizations in the United States—the fastest growing
sector of American journalism—reach wider audiences.

Other social entrepreneurs are building new systems to eval-
uate journalism and provide government oversight. Two exam-
ples are NewsTrust, a community-based service that rates articles
based on credibility and quality, not just popularity, and Parlia-
ment Watch, a site in Germany that connects citizens directly with
parliamentarians, fostering surprising levels of transparency.
Several of these initiatives have received support from Ashoka’s
News and Knowledge program, which was initially funded by
the John S. and James L. Knight Foundation and is designed to
advance social entrepreneurship in the field of journalism.

As more journalists provide in-depth coverage of social
entrepreneurship, it may improve news coverage in other
areas. One lesson social entrepreneurs can teach journalists is
that failure is necessary for innovation. Making mistakes and
learning from them is the only guaranteed way to produce
better ideas. Science and business journalists understand this,
but those who cover public entities make little allowance for
failure. Nor do they distinguish between excusable failures
(i.e., mistakes that are part of the normal problem-solving
process) and failures that are due to negligence or incom-
petence. If social or business entrepreneurs were covered
like public officials, they would be far less bold and action-
oriented. By covering social entrepreneurship more thor-
oughly, journalists may come to recognize the importance of
providing tough oversight that does not unduly inhibit public

sector experimentation.
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How can individuals prepare themselves to participate
in the field of social entrepreneurship?
In his book Blessed Unrest, Paul Hawken traces the outlines
of a growing global movement that is comprised of millions
of mostly new organizations devoted to ecological sustain-
ability and social justice. Trying to appreciate the “breadth of
the movement,” he explains, “is like trying to hold the ocean
in your hand.” Because the movement is diverse and decen-
tralized, and activism is not its primary form of action, it has
attracted less attention than movements of the past. Neverthe-
less, Hawken argues that it carries the possibility for genuine
transformation. In a 2009 commencement address to students,
he said: “[T]he earth needs a new operating system. You are
the programmers, and we need it within a few decades.”
Oliver Wendell Holmes wrote that a person “should share
the passion and action of his time at peril of being judged not
to have lived.” A few months after entering office, President
Obama made the following appeal to the nation: “We need your
service right now, at this moment in history. I'm asking you to
stand up and play your part. I'm asking you to help change
history’s course, put your shoulder up against the wheel.” As
ordinary people step up in greater numbers to advance change
against tough odds—in campuses and companies, suburbs and
slums, farms and factories, deserts and jungles, schoolrooms and
skyscrapers—we need to investigate how each of us can best
prepare to participate in the “passion and action” of our time.
Peter Drucker, in his book Management Challenges for the 21st
Century, argued that in the coming years, individuals will not
be able to rely on institutions to guide their careers and lives.
The traditional boundaries between professions, industries,
and sectors will become blurred. We will have to navigate in

a shifting landscape. For compass points, each person should
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seek to understand how his or her values and strengths inter-
sect with the changing needs of society. This is where we can
make our greatest contribution.

Understanding how to engage successfully with the field of
social entrepreneurship begins with self-knowledge. Students
frequently inquire about how to decide where to apply their
energies. They want to know whether to become a social entre-
preneur or join an organization, or whether to focus on, say,
environmental issues or poverty. Finding the answers to such
questions hinges on personal considerations that each person
needs to explore for him or herself: What do you care deeply
about? What environments bring out your natural gifts? Are
you comfortable with uncertainty? Do you have a strong need
for autonomy?

Whatever your temperament, given the many roles opening
up in the field, there is no need to force yourself into a shape
that feels wrong. Most people who want to make a difference
are not organization founders. Fewer than one in ten Amer-
ican workers are self-employed. Most people prefer to work
in established structures, though that doesn’t mean they have
to accept those structures as they are. Many advance change
within businesses and public institutions.

For everyone who starts an enterprise, hundreds are needed
to manage organizations, advocate for them, handle the tech-
nology, the finances, the communications, the training, and so
forth. It’s like the movie business. Producers and directors are
not enough to make films. Actors, editors, technicians, ticket
vendors, reviewers, and audience members are all essential
to the enterprise. In the coming years, researchers, inves-
tors, policy makers, managers and storytellers, among many
others, will participate in the remaking of the field of social
entrepreneurship.
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The importance of self-knowledge goes beyond under-
standing your strengths or leadership style, as important as
these may be. A person who cares enough to commit whole-
heartedly to an idea is usually acting on an interest whose
seeds were planted years before, perhaps as far back as child-
hood. The first step for anyone embarking on a career in the
field of social entrepreneurship is to determine what you
have always cared about. In the archaeology of your life—past
actions, relationships, studies, and work—unearth the arti-
facts of your abiding interests or your calling. The more honest
your intention, the more genuine your attachment to the work,
the more effective you will be—and the more fulfilled. This is
critical because many social entrepreneurs struggle for years
in obscurity before they achieve success and recognition.

In The Courage to Teach, Parker Palmer shows how one’s
inner life manifests itself inexorably in the outer world.
Because changemakers seek to impose their will on society,
they need to understand their motivations, if only to avoid
doing unintended harm. Many social entrepreneurs recognize
this responsibility and seek counsel from pastors, therapists,
life coaches, mentors, and consultants. Some take personality
tests to learn how to interact more successfully with others.
Even as they lead institutions, many struggle with their own
self-doubts and anxieties, powerful emotions that, if left unex-
amined, can damage relationships and undermine impact. As
Palmer notes, if we want our social structures and businesses
to reflect enlightened human values, we need leaders who are
willing to engage in self-examination.

For those who choose to initiate social change organizations,
the first practical challenges will be figuring out how to support
yourselves while launching your organization. Some people
keep a paid job and develop their ideas in their spare time. A
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small number receive stipends from organizations like Echoing
Green, the Draper Richards Foundation, and other funders
that provide early stage support. Some move in with friends
or family to cut their personal expenses temporarily. Some ask
their spouses or partners to be the primary or sole breadwinner
for a period. Professionals, such as doctors or lawyers, may
continue in their practices on a part-time basis to supplement
the income they receive from their organizations. Many turn to
family and friends for initial donations or investments.

Building an organization is a process of cultivating relation-
ships. It is about calling people up and saying, “May I come
talk with you?” Social entrepreneurs regularly draw in class-
mates, teachers, and former colleagues. As a rule, they don't
recruit based on friendship alone. They look to work with
people with similar values, especially those who can compen-
sate for their own weaknesses.

Do a “market” survey. If you are concerned with addressing
environmental problems, for example, it’s a good idea to
narrow your focus to one area—political action around global
warming, for example, or something as specific as methods
for reducing agricultural water waste. Then list the five most
important innovations occurring in that field. You may have
to look at fifty examples to come up with five ideas. It may
take months of conversations and reading, but by the end of
the process you should be familiar with the range of prob-
lems, approaches, and actors in that field. You will then be in
a position to spot patterns and identify gaps. As you develop
your idea, write down your plans. Even a two-page concept
paper can lend an idea a tangible quality that generates its
own momentum. The plan becomes a basis for discussion.
Massive changes begin with asking someone what they think
of your plan.
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People get involved with ideas because they are excited by
the opportunity to build something they care about. Always
find out how your idea fits into another person’s visions for
his or her life. If someone asks, “How can I help you?” be
ready with a few ideas—not just a request for money—but
advice, references, introductions, moral support.

Open-mindedness is a prerequisite for innovation, but only
to a point. Creating anything new involves an extraordinary
amount of listening. On the other hand, to take the initia-
tive we must believe that we know enough to get started. It
requires a balancing act to remain open to what the world has
to teach you, without losing sight of what you have to teach
the world. How do you distinguish between advice to heed
and advice you can safely ignore? Think of this question as an
opportunity to clarify your motivation. When you peel back
the layers of an idea, what remains at the core must be bedrock:
an insight or belief that grips you with its power—something
you know to be 100 percent true. The degree to which you
operate from an unshakable core is the degree to which you
can navigate the winding road, sort out the signal from the
noise, and withstand criticism, opposition and failure.

To become a successful changemaker, you don’t have to
study social entrepreneurship. You do need to understand the
workings of the systems you hope to change and the history
of the problem with which you are concerned. Knowing how
people have attempted to solve this problem in the past—
what worked, what failed, and why—is essential because
most new ideas are adaptations of earlier ideas that became
bogged down by the details. Understanding those details may
be the difference between achieving impact or failure. In addi-
tion to empathy, patience, and courage, you need hard skills:

knowledge integral to building organizations—like finance,
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distribution, or marketing. “Today’s world needs more than
humanitarians,” explains Jacqueline Novogratz in The Blue
Sweater. “We need individuals who know how to listen and
who have real and tangible skills to share. We will succeed
only if we fuse a very hard headed analysis with an equally
soft heart.”

One group of changemakers who will play increasingly
important roles will be those with cross-sectoral and cross-
cultural experiences and relationships. Bridges between
government, business, and the citizen sector, and across
industries and borders, are necessary for the creation of whole
solutions. Intermediaries will lead this process.

Above all, changemakers should learn how to navigate
through resistance. Change always brings resistance. It is
rarely rational. In Leading Change, James O’Toole explains
that people resist change primarily because they bristle at the
idea of having the will of others imposed upon them. They
then concoct moral justifications to defend their positions. As
psychologist Jonathan Haidt has noted, the mind looks for
ways to make sense of what the gut has already decided.

For this reason, moral arguments alone rarely change
minds. Being effective often means letting others believe they
are right. People will endure the discomfort of self-questioning
only if they feel appreciated and secure. Successful change-
makers lower defenses in opponents by listening, acknowl-
edging their ideas, and showing deference. Senator Edward
Kennedy became one of the most effective legislators in U.S.
history by developing collegial relationships with Republican
lawmakers who virulently disagreed with him about the role
of government. In similar fashion, social entrepreneurs like
Geoffrey Canada of the Harlem Children’s Zone, Vanessa
Kirsch of New Profit Inc., and Wendy Kopp of Teach For
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America have enlisted support from leaders across the U.S.
political spectrum.

Of course, social change often needs to be imposed. The
nation had to enact civil rights legislation in the 1950s and
1960s. But over the long run, the deepest changes in behavior
and attitude are rooted not in laws but in feelings. Any change
strategy that, in practice, causes undue humiliation or resent-
ment will inevitably undercut itself. Look at the backlash
against “political correctness,” an example of a good idea—
respect for otherness—too often advanced tactlessly. By
contrast, a deceptively small step—draining the anger from
an argument—turning a confrontation into an exchange—can
create an opening for a shift in perspective.

As the citizen sector continues to mature, pathways
currently unseen will emerge. Just as those who were free
to relocate to Silicon Valley in the early 1990s could take
maximum advantage of the Internet boom, those who remain
mobile today—untethered to expensive life-styles—will be
able to seize opportunities in social entrepreneurship as they
arise. If the idea of active citizenship resonates with you, the
place to begin is wherever you happen to be at the moment.
We don’t have to postpone action until we graduate or retire.
We learn how to cause change by practicing changemaking
now. We can bring change in our workplaces, schools, neigh-
borhoods, or families, and in our selves. One simple way
to strengthen commitment is to investigate a problem that
deepens your understanding and draws you into caring and
respectful relationships with people whom you can help.

If there is one overarching aspect of social entrepreneurship
that remains misunderstood, it is the notion that you must be
selfless to do this work. Journalists often refer to social entre-
preneurs as do-gooders, conjuring up images of self-sacrifice.
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The irony is that most social entrepreneurs we know find their
work fulfilling and enjoyable. In contrast, polls reveal that the
majority of doctors, lawyers, and journalists, for example, are
dissatisfied with their work. People who switch to the field
of social entrepreneurship after spending years doing more
“sensible” work often say that they did so in order to feel
more alive. Ask Jordan Kassalow, the founder of VisionSpring,
which makes eyeglasses available to poor people in the devel-
oping world. He feels a thrill every time he sees a client’s face
light up with the experience of clear sight. His motivation for
building VisionSpring into an international organization is

crystal clear: “I get to experience that thrill over and over.”
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THOUGHTS FOR
CHANGEMAKERS

Begin with an end in mind.

Do what you do best.

Have people ask you questions about your idea.
Practice pitching your idea.

Study the history of the problem you are attacking.
Develop a theory of change.

Keep thinking about how you can measure or evaluate
success.

Celebrate every victory, no matter how small.

9. Initiate new relationships.

10.

11.
12.
13.
14.
15.
16.
17.
18.

19.

Apprentice yourself with masters. (Work without pay if
necessary.)

Volunteer for a political campaign.

Publish a letter to the editor or an op-ed.

Meet with a newspaper editor and a congressman.
Host dinner discussions about your idea.

Form a group to achieve a modest, short-term goal.
Ask a question at a public forum.

Engage people with opposing political views.

Ask for advice from people you admire.

Read biographies of people who have built things.
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20. Spend some time working in a different sector, field or

country.

21. Practice public speaking.

22. Take a finance course.

23. Learn how to negotiate.

24. Find sources of inspiration and use them.

25. Hold to principles, be flexible about methods.

Trends in shifting mindsets

From
Expecting others to solve
problems

Big problems are too
complicated to fix

Planned division of labor

Deficit based
Bureaucratic/hierarchical
Linear, top-down
Quarterly returns

Great men theories of
change

Search for a cause

Disposability
Top-down design

Sustainability

To
Up to me/us

We can solve problems at
scale

Integrated, decentralized,
emergent

Strengths based
Flexible teams of teams
All-direction, viral
7th-generation equity
Everyone can be a
changemaker

Make change from where
you stand

Cradle to cradle
Cocreation

Continuous renewal
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A short list of online resources

10.

11.

12.

13.

. Alltop’s Social Entrepreneurship coverage

(http: //social-entrepreneurship.alltop.com)
Catalyst Fund’s Social Business Blog (http: / www.
clearlyso.com/sbblog)

. Change.org’s Social Entrepreneurship blog, by Nathaniel

Whittemore (http: //socialentrepreneurship.change.org)
CSR Wire, a wire service for corporate social responsi-
bility (http: //www.csrwire.com)

Dowser, a media site that focuses on uncovering stories of
change, founded by David Bornstein (www.dowser.org)
E-180’s Top 25 social entrepreneurship websites
(http://e-180.com /2009 /02/ 04/ our-top-25-social-
entrepreneurship-websites)

Echoing Green'’s top social entrepreneurship blogs
(http: //www.echoinggreen.org/blog/top-seven-social-
entrepreneurship-blogs)

Evan Carmichael’s top 50 social entrepreneurship blogs
2009 (http: //evancarmichael.com/Tools/Top-50-
Social-Entrepreneur-Blogs-To-Watch-In-2009.htm)

Fast Company’s “Ethnomics” (http: // www.fastcompany.
com/topics/ethonomics)

Global Voices Online, a leading participatory media
news site focusing on the developing world (http: //
globalvoicesonline.org)

Good Magazine (http: // www.good.is)

Greenbiz, coverage of green business (http:// greenbiz.
com)

Grist, green issues and sustainable living (http://www.
grist.org)


http://www.clearlyso.com/sbblog
http://www.clearlyso.com/sbblog
http://www.csrwire.com
www.dowser.org
http://www.echoinggreen.org/blog/top-seven-social-entrepreneurship-blogs
http://www.echoinggreen.org/blog/top-seven-social-entrepreneurship-blogs
http://www.fastcompany.com/topics/ethonomics
http://www.fastcompany.com/topics/ethonomics
http://www.good.is
http://greenbiz.com
http://greenbiz.com
http://globalvoicesonline.org
http://globalvoicesonline.org
http://www.grist.org
http://www.grist.org
http://social-entrepreneurship.alltop.com
http://socialentrepreneurship.change.org
http://e-180.com/2009/02/04/our-top-25-social-entrepreneurship-websites
http://e-180.com/2009/02/04/our-top-25-social-entrepreneurship-websites
http://evancarmichael.com/Tools/Top-50-Social-Entrepreneur-Blogs-To-Watch-In-2009.htm
http://evancarmichael.com/Tools/Top-50-Social-Entrepreneur-Blogs-To-Watch-In-2009.htm
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14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

MIT Innovations (http: / www.mitpressjournals.org/
loi/itgg)

Net Impact, global network of young business leaders
seeking social impact (http: /www.netimpact.org)
NextBillion.net, an initiative of the World Resources
Institute, provides an overview of social enterprise
globally (http://www.nextbillion.net)

Ode Magazine (http: //www.odemagazine.com)

Social Edge, an initiative of the Skoll Foundation, is an
online community for social entrepreneurs and other
practitioners (http: //www.socialedge.org)

Social Enterprise Alliance (http: /www.se-alliance.org/
index.cfm)

Stanford Social Innovation Review (http://www.
ssireview.org)

Starting Bloc, educates and connects emerging leaders
to drive social innovation (http: // www.startingbloc.
org/home)

Treehugger green news, solutions and product
information (http:// www.treehugger.com)

University Network for Social Entrepreneurship

(http: // universitynetwork.org)

World Changing, a media site focusing on major social
issues (http: /www.worldchanging.com)

Youth Social Entrepreneurs of Canada (http: // www.ysec.

org)


http://www.mitpressjournals.org/loi/itgg
http://www.netimpact.org
http://www.nextbillion.net
http://www.odemagazine.com
http://www.socialedge.org
http://www.se-alliance.org/index.cfm
http://www.se-alliance.org/index.cfm
http://www.ssireview.org
http://www.ssireview.org
http://www.startingbloc.org/home
http://www.startingbloc.org/home
http://www.treehugger.com
http://universitynetwork.org
http://www.worldchanging.com
http://www.ysec.org
http://www.ysec.org
http://www.mitpressjournals.org/loi/itgg
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