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THE ACADEMIC FUTURE OF SOCIAL IMPACT 
Professor Peter Shergold 

Centre for Social Impact 

 

I welcome you all to this first international research conference hosted by the Centre for Social Impact. 

CSI is a partnership between the business schools of the University of New South Wales, the University of 

Melbourne, Swinburne University of Technology and the University of Western Australia, all of whom are 

represented at this forum. Our goal is to create beneficial social impact in Australia through teaching, 

research, data collection, evaluative measurement and the facilitation of public and intellectual debate on 

all aspects of the social economy. Internally we look to promote socially responsible business 

management. Externally we seek to direct academic excellence to social purpose. We are, in short, a 

Centre for Social Impact not just a Centre for the study of social impact. 

I have always thought it a distinctive and engaging trait of Australia that as a nation we often do things 

well but talk about them poorly. In my previous area, the domain of public administration, this was 

certainly the case. So, too, I think, it is true with regard to the evolution of the third sector. In Australia, 

the social economy touches virtually everyone. Most Australians donate to charity or join a community 

organisation or give their time. Yet very few comprehend the scale or significance of what they do 

collectively. There are around 600,000 NFPs in Australia. Almost 60,000 are economically significant. All 

contribute to the creation of social capital. They provide 8% of employment. That does not include wage 

equivalent of $15 billion worked by 4.6 million volunteers. Nonprofit activity contributes $43 billion to 

GDP. It is growing at almost 8% each year. 

If too few Australians fully appreciate the dimensions of the present, fewer still take a pride in our past. 

As Mark Lyons reminded me so often, the Australasian colonies of the nineteenth-century were renowned 

internationally as a hotbed of political and social innovation, with reform driven as much by creative 

community organisations and civic engagement as by governments and political leadership. If I have a 

dream it is that Australia can recapture just a little of that pre-eminence, becoming once again a leader 

rather than a follower. To contribute to such a rebirth is my unwritten and highly personal mission for 

CSI. I think you will understand why I have resisted setting such ambition in writing. 

!Ô #3)ȟ ×Å ÌÉËÅ ÔÏ ÕÓÅ ÔÈÅ ÔÅÒÍ ȬÓÏÃÉÁÌ ÉÍÐÁÃÔȭ ÂÅÃÁÕÓÅ ÉÔ ÅÎÃÏÍÐÁÓÓÅÓ ÔÈÅ ÂÒÏÁÄ social economy - not only 

the activities of the not-for-profit sector, but also corporate responsibility and accountability, 

philanthropic fundraising and social investment, the commitment of unpaid labour to community 

mission, the regulatory constraint and financial support of governments and the emergence of new forms 

of social business (which, in truth, owe much to the nineteenth-century ideals of cooperation and 

mutualism). Social impact, to my mind, embraces a holistic approach to social change in which the public, 

private and third sectors collaborate to devise iterative solutions to wicked social issues. It is at this tense 

but creative intersection of the social economy that so much social innovation finds its origin. In a real 

sense social impact is the apotheosis of the social economy. It is both its hope and its challenge. 

)Ô ÉÓ ÎÏÔ ÓÕÒÐÒÉÓÉÎÇȟ ÔÈÅÎȟ ÔÈÁÔ ÔÈÅ ÆÏÃÕÓ ÏÆ #3)ȭÓ ÌÅÁÒÎÉÎÇ ÁÎÄ ÒÅÓÅÁÒÃÈ ÁÌÓÏ ÓÉÔÓ ÁÔ ÔÈÉÓ ÉÎÔÅÒÓÅÃÔÉÏÎ ÏÆ 

philanthropy, government, business and nonprofit enterprise. It is a shared and contested space that has, 

in recent years, provided a widening array of cross-sectoral partnerships taking new organisational 

forms.  

These prefatory remarks frame the purposes of this conference. CSI is keen to seek assistance in exploring 

the implications and the possibilities inherent in the intersection of two transformative movements. One, 

in the business sector, is represented by corporate social and environmental responsibility, community 

engagement, ethical practice and the growth of socially responsible investment. The other, in the third 

sector, is represented by the embrace of business models and commercial practices in not-for-profit 

organisations, the championing of social entrepreneurship and new forms of social venture, and by the 
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reconfiguring of charitable giving as philanthro-capitalism or (a far better characterisation) as social 

investment.  

These converging approaches have developed concurrently with a growing recognition of the need for the 

institutions of community development to be financially sustainable. They are driven by a clear 

understanding that old funding models too often prove unstable (especially in times of economic 

downturn) and that financial dependence on governments, philanthropic foundations and companies 

almost always imposes conditions which serve to direct or constrain the pursuit of social mission. The 

traditional sectoral demarcations have given way to a spectrum of organisational forms and the 

emergence of new hybrids which blend financial and social returns. 

I sense that there has never been a better time to focus on social impact than now, with the accelerating 

application of information technologies and social media to community discourse (on the one hand) 

neatly counterpointing the declining levels of political trust and traditional forms of civic engagement (on 

the other). In developed democracies this balance of hopes and fears is reflected in the business sector 

recognising the need to argue its licence to operate. 4ÈÅ ȬÃÏÒÐÏÒÁÔÅ ÃÉÔÉÚÅÎȭ ÉÓ ÅØÐÅÃÔÅÄ not only to act 

within the law but to exhibit socially responsible activity and ɀ driven by the emergence of the ethical 

consumer movement and increasingly influential NGOs ɀ to report upon sustainable and accountable 

corporate behaviour along the entire global supply chain. At the political level, governments have had to 

look beyond the universality of the welfare state and embrace policies of social inclusion for those groups 

which remain marginalised and disengaged. As a consequence, the corporate and third sectors are 

creating new forms of collaborative engagement and investment in community mission, and public 

services are increasingly contracting out the delivery of government services to not-for-profits and social 

enterprises. The rather tired management-ÓÐÅÁË ÏÆ ȬÐÕÒÃÈÁÓÅÒ-ÐÒÏÖÉÄÅÒȭ ÄÅÍÁÒÃÁÔÉÏÎ ÉÓ ÎÏ× ÂÅÉÎÇ 

transformed into emerging forms of business-community partnership and networked governance. The 

reputational advantage offered to business, and the cost-effectiveness provided to governments, are 

driving both sectors to engineer new forms of joint venture with the community. A more dynamic social 

economy is emerging. 

4ÈÁÔȭÓ ÔÈÅ ÇÏÏÄ ÎÅ×Ó. The bad news is that the forces driving beneficial social impact face a number of 

obstacles. Not only individual organisations, but the systems in which they operate, will need to be 

transformed if they are to create a more inclusive and participatory society with a more engaged 

citizenry.  

Australian businesses have faced increasing pressure to justify their investment in socially responsible 

activities. 7ÈÉÌÓÔ ÅÍÂÒÁÃÉÎÇ ÔÈÅ ÍÁÎÔÒÁ ÔÈÁÔ ȰÄÏÉÎÇ ÇÏÏÄ ÉÓ ÇÏÏÄ ÆÏÒ ÂÕÓÉÎÅÓÓȱ ÔÈÅÙ ÈÁÖÅ ÓÔÒÕÇÇÌÅÄ ÔÏ 

articulate strategic intent and purpose. They have been less than successful in convincing their 

shareholders of the long-term value of their corporate responsibility and community investment 

programs. How much value does reputational advantage really add to the bottom lines? Conversely, they 

have found it difficult to persuade an increasingly cynical public that the language of social responsibility 

is more than the empty rhetoric of corporate communications. To many critics corporate philanthropy, 

payroll giving and workplace volunteering appear to be an ad-hoc, add-on to business as usual ɀ ȬÁ ÌÕÎÃÈȟ 

Á ÌÁÕÎÃÈ ÁÎÄ Á ÌÏÇÏȭ ÔÏ ÍÁÒË Á ÎÅ× ÃÏÍÍÕÎÉÔÙ ÉÎÉÔÉÁÔÉÖÅ ÏÒ Á ȬÇÒÅÅÎ×ÁÓÈÉÎÇȭ ÏÆ ÐÒÏÄÕÃÔ ÌÉÎÅÓ. Both of 

these tasks have been made more difficult by the paucity of data which would allow effective measuring 

either of the financial or the social return of an investment in community benefit. Is doing good, truly 

good for business? Is doing good really a good way of tackling social and environmental dysfunction? The 

verdict is out, not least because the empirical evidence on which to base conceptual analysis is so 

fragmentary. 

The fact is that in Australia the semantic focus of cross-sectoral partnership ɀ social investment ɀ still 

remains more words than action, more ambition that evidence. Indeed the key economic difficulty facing 

Australian not-for-profits is that while many may wish to become social businesses, and are keen to scale 

their activities, improve performance and achieve long-term financial sustainability, they are too often 
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stymied by the lack of an effective capital market willing to invest in their ambition. !Ó )ȭÖÅ ÁÌÒÅady 

ÉÎÄÉÃÁÔÅÄȟ ÅÎÔÒÅÐÒÅÎÅÕÒÓÈÉÐ ÉÓ ÎÅÉÔÈÅÒ ÒÁÒÅ ÎÏÒ ÎÅ× ÉÎ !ÕÓÔÒÁÌÉÁȭÓ ÃÏÍÍÕÎÉÔÙ ÓÅÃÔÏÒ. For many years, 

numerous not-for-profit enterprises have operated along commercial lines, to a greater or lesser extent. 

The problem has been that funding to grow their businesses has remained scarce. Government subsidy 

and philanthropic benevolence, taken together, generally remain inadequate. Community development 

funds barely exist. There is no social stock market. The reality is that too few individuals and companies 

fund social investment.  

There needs to be greater opportunity to direct the interest of investors so that market forces can be 

harnessed to community well-being. Microfinance is just one part of the solution. More capital needs to be 

leveraged into a range of investments that can produce social impact. Charitable foundations and high net 

worth philanthropists provide funding which can be effectively leveraged but it is unlikely to be sufficient 

to unlock the entrepreneurial capacity of social businesses. Nor will government funds be adequate 

although they can play a vital role in facilitating the establishment of a variety of social finance 

intermediaries. 'ÏÏÄ ÇÏÖÅÒÎÍÅÎÔ ÐÏÌÉÃÙ ÈÁÓ ÔÈÅ ÐÏÔÅÎÔÉÁÌ ÔÏ ȬÃÒÏ×Ä ÉÎȭ ÐÒÉÖÁÔÅ ÃÁÐÉÔÁÌ. So far in Australia 

it has failed to do so. 

The lack of persuasive evidence on the social impact of community investment, or on the value created by 

social entrepreneurs or intrapreneurs, bears mute testimony to the weakness of academic engagement. 

Certainly more and more Australian universities now offer courses in social innovation or social 

enterprise. In truth, many lack substance. The inability to articulate a comprehensive and coherent field 

of study, supported by a substantive body of multi-disciplinary research, has been reflected in the low 

ÓÔÁÔÕÓ ÁÃÃÏÒÄÅÄ ȬÔÈÉÒÄ ÓÅÃÔÏÒ ÓÔÕÄÉÅÓȭ ÉÎ !ÕÓÔÒÁÌÉÁ. A few interesting ideas, wrapped up in the language of 

social purpose, cannot sustain an academic discipline. Nor can individual commitment and achievement 

take the place of a coherent methodological framework in which to place multifarious research interests. 

There is also a profound data gap that needs to be addressed for social impact research to reach its full 

potential in Australia. Lack of reliable, regular statistics on such matters as nonprofit enterprise, high-net-

worth philanthropy, fundraising, volunteering and community engagement means that researchers often 

have to look outside Australia for the statistics they need to test theories of organisational governance 

and behaviour. There is a need for more reliable measures of community well-being and social exclusion 

especially those which incorporate methods of self-assessment. Most fundamentally, there is a clear 

requirement for more data that measures social impact at the individual, organisational and systemic 

level. 

In the absence of such fundamental statistics, the theoretical questions that beset the field of social impact 

are neither likely to be answered satisfactorily nor, far more importantly, to be framed adequately. 

Conceptual analysis and data collection need to inform each other. Whilst I remain deeply sceptical of 

ÐÏÌÉÔÉÃÁÌ ÃÏÍÍÉÔÍÅÎÔ ÔÏ ȬÅÖÉÄÅÎÃÅ-ÂÁÓÅÄ ÐÏÌÉÃÙȭȟ ) ÄÏ ÆÉÒÍÌÙ ÂÅÌÉÅÖÅ ÔÈÁÔ ÅÍÐÉÒÉÃÁÌ ÓÔÕÄÉÅÓ ÎÅÅÄ ÔÏ 

underpin the public advocacy of social impact. Australia desperately requires an independent centre, 

based on university collaboration and driven by end-user requirements, which can take on the role of 

bringing together social impact data in a structured, coherent and methodologically-defensible manner. It 

should provide the fundamental building blocks for academic research while providing free and 

transparent access to the most recent statistical evidence to all who seek to use it. 

The value of such a knowledge hub would not ɀ must not ɀ be restricted to universities. The hub ɀ like CSI 

itself ɀ should face outwards to the intersecting communities of stakeholders whose collective 

significance it seeks to make manifest. The areas of philosophical enquiry that it would illuminate would 

become the building blocks of managerial good practice, public policy transformation and corporate 

responsibility. The data needs to be easily accessed by those who contribute to it ɀ nonprofit 

organisations and social businesses, philanthropists and social investors, companies and governments. 

Those who collect and make available the data should not presume to know or control the manner in 
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which it will be used. The revolution in information technology means that the co-production of 

knowledge has never been easier. We must seize our unprecedented opportunities. 

From this knowledge base must emerge a strong foundation of social impact research, and an Australian 

academic community that is well-equipped to debate and develop knowledge with the same rigour that is 

seen in other fields of academic enquiry. Crucial to this is the purpose of this conference: the framing and 

development of a research agenda for the third sector, with hypotheses which can be empirically tested 

and evaluated. Theory needs to sit upon a foundation of (Australian) evidence. 

I hope that all of us ɀ not just our distinguished overseas presenters and Australian commentators ɀ will 

contribute to the framing and development of a coherent research agenda for the range of intersecting 

disciplines brought together under the broad umbrella of social impact. 

Let us, driven by a strong sense both of intellectual enquiry and of commitment to community well-being 

and guided by both our heads and our hearts, begin a strategic conversation. 
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FROM NONPROFITS AND PHILANTHROPY TO 

SOCIAL INVESTMENT  
 

Professor Helmut K Anheier 
University of Heidelberg & 

Hertie School of Governance 

 

 

SOCIAL INVESTMENT 

WHY SOCIAL INVESTMENT? 
Two sets of challenges are behind the attempt to develop a new research agenda on social investment on 

the basis of what has been achieved in the study of nonprofit organizations and philanthropy. The first set 

includes the complex and massive economic, demographic and social changes taking place in all advanced 

countries ɀ trends that are accompanied by major policy changes such as the reappraisal of the role of the 

state, a push towards privatization of public functions, and calls for greater individual responsibility. 

What set of frameworks, institutions, organizations and individual actions can take the place of the 

changing state, and emerge as guardians of, and contributors to, public benefit in societies markedly and 

increasingly different from those based on the industrial economy? 

The second set of challenges is presented by the continued fragmentation of the social sciences into a 

system that favours disciplinary discourses over interdisciplinary approaches and that frequently seems 

to discourage problem-focused, policy-oriented work. The classifications of, and divisions among, the 

social sciences reflect late 19th and early 20th century thinking about society, economy and polity, and 

imply a stricter demarcation between the roles of the private and the public, and of markets and non-

markets than seems to be the case today. Private action for public benefit generally, and private 

investments that combine pecuniary motives with civic mindedness and philanthropic, even altruistic, 

objectives does not fit well into the disciplinary map of the social science today.  

WHAT IS SOCIAL INVESTMENT? 
The concept advanced here is social investment ɀ a tentative label for referring broadly to private actions 

for public benefit. We also use it in an institutional sense: given the fundamental changes in the social and 

economic fabric of societies, what kind and range of private institutions will serve the public good in the 

future? In the past, relatively strict dividing lines saw private investments and activities benefit private 

needs, and public investments and activities public needs. Welfare state policies, now under greater 

scrutiny and fiscal pressures, moved beyond this simple distinction and directed public investments for 

private benefits, be it in social security, education, social services or culture. 

That options might not only exist but also harbour significant potentials has only recently become a more 

salient topic: private action for public benefit, or social investments. The very notion of investment 

suggests more than charitable or philanthropic activities for serving current needs. It implies a future-

oriented, longer-term perspective: why, how, and to what effect can private actors invest in the future of 

society 

The notion of social investment proposed here is therefore broader than the gradual shift from traditional 

welfare regimes to what some analysts call ÔÈÅ ȬÓÏÃÉÁÌ ÉÎÖÅÓÔÍÅÎÔ ÓÔÁÔÅȟȭ ×ÈÉÃÈ ÓÅÅËÓ ÔÏ ÐÒÅÖÅÎÔ ÆÕÔÕÒÅ 

liabilities by current spending on precarious populations or issues (e.g., child poverty). Social investment 

is primarily private action, and while it may well include elements of public policy and action, it is the 

voluntary decision of individuals, groups or organizations to contribute to, and engage with, public 
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benefit that is seen as the focus ɀ which in our opinion represents the true departure point from 

conventional welfare state policies. Social investment is about new policy models: it seeks to go beyond 

established patterns of public-private action variously labelled third party government, the third way, 

subsidiarity or venture philanthropy (see Anheier, 2005). 

Two aspects are central if we understand social investments as private contributions to public benefit: 

first, the statement makes the implicit distinction that these contributions are investments rather than 

current expenditures intended for consumptive purposes. In this respect, the notion of social investment 

is identical to what investments are in the conventional economic sense: they are expenditures for the 

purchase by an investor or the provision by a donor of a financial product or other item of value with an 

expectation of favorable future returns; or they are expenditures for the purchase by a producer or the 

provision by a donor of a physical good, service, or resource and with a use value beyond that current 

fiscal year.  

Second, the statement also emphasizes the social aspect of such investments: first, in the sense that such 

private actions benefit a wider community, however defined, and of which the investor may or may not be 

a part; and second, in the sense that not only monetary but also contributions in kind count as 

investments. The latter would include voluntary work (e.g., investing time and knowledge to teach 

students, transferring skills), civic engagement (investing time, land, materials and skills for developing a 

community park), even generating social capital (investing time and existing social relations for building 

advocacy networks or citizen action groups). Thus, the major difference between social and conventional 

economics is that investments are to yield intended returns beyond those benefitting the investor or 

donor, and that both investments and expected yields involve more than monetary transactions and 

transfers as well as pecuniary expectations generally. 

In recent years, the term social investment has gained currency over alternatives for several reasons; 

among them are (see Anheier et al, 2010):  

¶ the desire to have a positive definition rather than a negative one on the range of private 

institutions, organizations and actions that provide public benefits; despite their wide use and 

utility, terms like nonprofit or nongovernmental nonetheless suggest what they are not rather 

ÔÈÁÎ ÔÈÅ ÃÏÒÅ ÏÆ ÔÈÅÉÒ ÒÁÉÓÏÎ ÄȭðÔÒÅȠ ÉÎ ÔÈÅ ÓÁÍÅ ÖÅÉÎȟ ÔÈÅ ÔÅÒÍ ×ÁÎÔÓ ÔÏ ÓÉÇÎÁÌ ÉÔÓ ÓÕÂÓÔÁÎÔÉÖÅ 

meaning more clearly than technical terms such as third sector;  

¶ the need for a term that includes the individual level (e.g., civic engagement, volunteering, 

donations), the organization level (nonprofit organizations, voluntary associations, social 

movements) and the institutional level (philanthropy, charity); 

¶ the need to have a modern umbrella terms for activities which seeks to produce both financial 

and social value and returns in situations where concepts like charity or philanthropy may be too 

limiting;  

¶ the need for a neutral term to enhance comparisons across countries and fields, as existing 

concepts such as tax exempt entities in the US, charity and voluntary sector (United Kingdom), 

public benefit sector (Germany), social economy (France), or Japanese or Italian conceptions are 

too closely tied to particular national experiences and circumstances;  

¶ the motivation to link the current research, teaching and policy agenda on nonprofits, 

philanthropy and civic engagement to mainstream concerns of academia, in particular in the 

social sciences, legal studies, and management; and, finally,  

¶ the aspiration to shift the debate about public benefit and responsibilities from an emphasis on 

fiscal expenditures and revenues to social investments, asset creation, societal problem-solving 

capacity and, ultimately, sustainability. For example, in public policy, educational expenditures 

are typically classified as current costs or expense in annual budget but not as investments; 

similarly, allocation for the restoration of the environmentally depredated areas are seen as 

expenditure rather than investments. 
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Social investment can be understood in both a narrow and a more comprehensive sense. The narrow 

understanding corresponds to the immediate provision of capital assets to some social purpose or 

enterprises. It primarily focuses on an economic understanding of public goods and the efficient 

application of available resources. The more comprehensive understanding of the term sees social 

investment less tied to specific types of firms but to a broader range of institutions generally, including 

individual behaviour. Here, social investment is understood as activities that are autonomous, voluntary, 

characterized by some form of a distribution constraint of private returns, and intended to produce 

positive externalities.  

THE NONPROFIT RESEARCH AGENDA 
How does the social investment agenda compare to the nonprofit agenda that emerged in the 1980´s and 

came to full fruition a decade later? The agenda reflected the need to understand better why a separate 

type of organization existed in market economies next to firms and public agencies. In many ways, the 

new agenda proposed here builds on the older one, and extends as well as expands the explanatory 

universe addressed.  

In a 1990 article in the Annual Review of Sociology, DiMaggio and Anheier suggested Á ȰÒÏÁÄ ÍÁÐȱ ÆÏÒ 

nonprofit sector research that remains useful today. It is a simple map, and indeed the agenda proposed 

has only a few points or areas in it. When we think of the range of research topics that come within the 

compass of nonprofit organizations, three basic questions come to mind (see Table 1, Appendix): 

¶ Why do nonprofit organizations exist? ɀ which leads to the question of organizational origin and 

institutional choice; 

¶ How do they behave? ɀ which addresses questions of organizational behavior; and  

¶ What impact do they have and what difference do they make? ɀ ×ÈÉÃÈ ÐÏÉÎÔÓ ÔÏ ÔÈÅ ÆÁÍÏÕÓ Ȱ3Ï 

×ÈÁÔȩȱ ÑÕÅÓÔÉÏÎȢ 

We can ask these questions at three different levels: 

¶ that of the organization and case, or for a specific set of organizations; 

¶ at the level of the field or industry (education, health, advocacy etc); and  

¶ at the level of the economy and society. 

The proposed agenda was organization-based. Wider institutional questions such as philanthropy, civil 

society and individual aspects such as social capital entered the explanatory concerns of nonprofit 

theories only later. The proposed agenda, while inter-disciplinary in intent, invited economic models first 

and foremost, and the majority of available theories of nonprofit organizations are economic in nature, 

i.e., involve some notion of utility maximization and rational choice behavior. 

The last years have been fruitful ones for theories of nonprofit organizations, and a number of answers 

ÈÁÖÅ ÂÅÅÎ ×ÏÒËÅÄ ÏÕÔ ÆÏÒ ÔÈÅ Ȱ×ÈÙȱ ÑÕÅÓÔÉÏÎÓ ÉÎ 4ÁÂÌÅ ρ (Appendix). Next, research concentrated on 

questions of organizational behavior and impact, although available results and theories remain 

ÓÏÍÅ×ÈÁÔ ÌÅÓÓ ȰÓÏÌÉÄȱ ÔÈÁÎ ÉÎ ÔÈÅ ÕÐÐÅÒ ÌÅÆÔ ÃÏÒÎÅÒÓ ÏÆ ÔÈÅ ÔÁÂÌÅ. Theories that seek to answer why 

nonprofit organizations exist in market economies are the most robust, and they are useful for social 

investment issues as well (see Anheier, 2005; Powell and and Steinberg, 2007).  

A basic tenet of economic theory is that markets best provide pure private goods, and that pure public 

goods are best provided by the state or public sector. The state has the power to set and enforce taxation 

and thereby counteracts free-rider problems associated with the supply of public goods through private 

mechanisms. Markets can handle individual consumer preferences for private goods efficiently, and 

thereby avoid the high transaction costs associated with the public sector provision of rival, excludable 



ANHEIER : FROM NONPROFITS AND PHILANTHROPY TO SOCIAL INVESTMENT 

14 | PAGE 

goods. Finally, nonprofit organizations are suited for the provision of quasi-public goods, i.e., where 

exclusion is possible and significant externalities exist. 

By implication, markets, governments, and nonprofit organizations are less suited to supply some other 

types of goods. %ÃÏÎÏÍÉÓÔÓ ÒÅÆÅÒ ÔÏ ÓÕÃÈ ÓÉÔÕÁÔÉÏÎÓ ÁÓ ȰÆÁÉÌÕÒÅÓȢȱ Specifically: 

¶ Market failure: A situation characterized by a lack of perfect competition, where markets fail to 

efficiently allocate or provide goods and services. In economic terms, market failure occurs when 

the behavior of agents, acting to optimize their utility, cannot reach a Pareto optimal allocation. 

Sources of market failures include: monopoly, externality, and asymmetrical information. 

¶ Government failure: A situation in which a service or social problem cannot be addressed by 

government. In economic terms, government failure occurs when the behavior of agents, acting 

to optimize their utility in a market regulated by government, cannot reach a Pareto optimal 

allocation. Sources of government failure include private information among the agents.  

¶ Voluntary failure: This refers to situations in which nonprofits cannot adequately provide a 

service or address a social problem at a scale necessary for its alleviation. In economic terms, 

voluntary failure results from the inability of nonprofits to marshal the resources needed over 

prolonged periods of time. Since they cannot tax and cannot raise funds on capital markets, 

nonprofits rely on voluntary contributions that in the end may be insufficient for the task at hand. 

While there is general agreement among economists and public policy analysts that markets are to 

provide private goods, and the public sector public goods, the situation for quasi-public goods is more 

complex, even though many nonprofits operate to provide such goods and services. The key point is that 

the area of quasi-public goods allows for multiple solutions: they can be provided by government, by 

businesses, and, prominently, by nonprofit organizations. For example, health care and social services can 

be offered in a for-profit clinic, a hospital owned and run by a city or local county, or by a nonprofit 

organization, such as a nonprofit hospital.  

Indeed, one of the key issues of nonprofit theory is to specify the supply and demand conditions that lead 

to the nonprofit form as the institutional choice, as opposed to a public agency or a business firm. Even 

though economic reasoning presents a very useful classification of goods and services, it also becomes 

clear that, to some extent, the dividing line between quasi-public and private goods is ultimately political, 

in particular when it comes to the treatment of quasi-public goods. In this sense, economic theories imply 

important policy issues: depending on whether we treat education, health, culture or the environment as 

a private, quasi-public or public good, some institutional choices will become more likely than others.  

For example, if we treat higher education more as a public good, we assume that its positive externalities 

benefit society as a whole, and by implication, we are likely to opt for policies that try to make it near 

universal and funded through taxation. If, however, we see higher education as primarily a private good 

where most of the benefit incurs to the individual, with very limited externalities, then we would favor 

private universities financed by tuition and other charges, and not through taxation.  

 

Many of the policy changes affecting nonprofit organizations are linked to political changes in how goods 

and services are defined, and how policies set guidelines on excludability and rivalry of quasi-public 

goods, be it in welfare reform, education, or arts funding. As we will see, the question of whether an 

investment is private, social or public is closely related to these issues. In other words, at the point where 

we go beyond the more narrowly defined issues of economic theory and venture into aspects of the social 

and the political, we also require a new map or agenda. However, before we look at this new agenda, let´s 

take a brief look at philanthropy, the second precursor field to social investment in terms of research. 

THE ROLE OF PHILANTHROPY 
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Research interest in philanthropy is a subset of the nonprofit agenda but assumed a somewhat different 

path. Whereas the nonprofit agenda above was essentially within economics, the one on philanthropy 

was more in the realm of history and the law first, and in policy analysis later. While a less well-charted 

agenda overall, analysts nonetheless sought to specify the various roles associated with philanthropy, 

typically in a US (see Hammack and Anheier, 2010) or European context (see Anheier and Daly, 2006):  

¶ Complementarity, whereby foundations serve otherwise under-supplied groups under 

conditions of demand heterogeneity and public budget constraints.  

¶ Substitution, whereby foundations take on financial functions otherwise or previously supplied 

by the state, particularly local government. In this role, foundations substitute for state action, 

and foundations become funders of public and quasi-public good provision.  

¶ Innovation and the promotion of innovation in social perceptions, values, relationships and ways 

of doing things has long been a role ascribed to foundations. Innovation can yield both positive 

and negative outcomes and externalities. Some innovations are not only controversial but 

become generally accepted as unfortunate or worse, while other yield sustained and positive 

change.  

¶ Social and Policy Change, whereby foundations promote structural change, give voice, fostering 

recognition of new needs, and seeking empowerment for the socially excluded.  

¶ Preservation of Traditions and Cultures, whereby foundations preserve past lessons and 

ÁÃÈÉÅÖÅÍÅÎÔÓ ÔÈÁÔ ÁÒÅ ÌÉËÅÌÙ ÔÏ ÂÅ ȬÓ×ÅÐÔ Á×ÁÙȭ ÂÙ ÌÁÒÇÅÒ ÓÏÃÉÁÌȟ ÃÕÌÔÕÒÁÌ ÁÎÄ ÅÃÏÎÏÍÉÃ ÆÏÒÃÅÓȟ ÏÒ 

forgotten.  

¶ Redistribution, whereby foundations engage in, and promote, voluntary redistribution of 

primarily economic resources from higher to lower income groups.  

¶ Asset Protection, whereby a foundation keeps funds for use by other institutions that cannot 

protect or manage their own assets due to political factors, a perceived lack of financial 

capability, or some other reason.  

In the United States, the political theory that most clearly defines a place for foundations and other 

nonprofit organizations is pluralism. The U.S. nonprofit sector came with the separation of church and 

state and with the nineteenth-century development of autonomous corporations. Although foundations 

are not large enough to replace government funding or to redistribute wealth in a significant way, they 

sometimes do seek to act in these ways, and may possibly have some impact in local communities and in 

fields with severe public budget problems (e.g., substitution in the field of arts and culture.)  

The signature characteristic of the modern foundation, i.e., its relative independence both from market 

considerations (no shareholder control) and from election politics (no popular electoral control), means 

that it is potentially among the most autonomous institutions of contemporary societies. Thus 

foundations may have several major comparative advantages over other institutions: 

¶ Foundations can identify and respond to needs or problems that for whatever reason are beyond 

the reach or interest of other actors (market firms, government agencies, or other nonprofit 

organizations). Foundations can strategically intervene and provide support that would 

otherwise not be available at the right time, in the amount needed, and with the conditions 

granted. In this respect, foundations can act as social entrepreneurs in their own right.  

¶ Foundations can identify existing or potential coalitions of individuals and organizations capable 

of implementing a program or course of action across sectors, regions, and borders; foundations 

can act as institution builders. Foundations can assume the rÏÌÅ ÏÆ ȰÈÏÎÅÓÔ ÂÒÏËÅÒȱ ÁÍÏÎÇ 

parties, offering financial resources as well as knowledge and insights.  

¶ Foundations can take risks where there is great uncertainty about likely results and no 

expectation of pecuniary returns on an investment; foundations that have sufficient resources 

can become risk-absorbers, capable of taking on politically sensitive and unpopular causes. 

Foundations can also protect assets devoted to minority interests. 
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Thus, one could hypothesize that foundations are more important ɀ and achieve greater impact ɀ the 

more they act as entrepreneurs, institution-builders, risk-absorbers and mediators. Put differently, 

foundations may have the greatest impact when they can bring together new coalitions able to meet 

unmet needs. Acting as neutral intermediaries (with no direct market and electoral interests) possessing 

independent assets, effective foundations help mobilize resources for needs that arise due to market and 

government failure. 

Next to the comparative advantages, we will also explore disadvantages. Among those that have been 

ÓÕÇÇÅÓÔÅÄ ÉÎ ÔÈÅ ÌÉÔÅÒÁÔÕÒÅȟ ×Å ÓÅÅ ÔÈÅ ÆÏÌÌÏ×ÉÎÇȟ ÂÁÓÅÄ ÏÎ 3ÁÌÁÍÏÎȭÓ ×ÏÒË ɉρωωυɊȟ ÁÓ ÍÏÓÔ ÃÒÉÔÉÃÁÌȡ 

¶ Insufficiency (resource inadequacy) suggests that the goodwill and charity of foundations cannot 

generate resources on a scale that is both adequate enough and reliable enough to cope with the 

welfare and related problems of modern society. A reason for this insufficiency, aside from the 

sheer size of the population in need, is the fact that foundations support the provision of quasi-

public goods, and are thus subject to the free-rider problem whereby those who benefit from 

charity have themselves little or no incentive to contribute.  

¶ Particularism refers to the tendency of foundations to focus on particular subgroups or clients 

while ignoring others. This leads to problems such as addressing only the needs of the 

ȰÄÅÓÅÒÖÉÎÇȱ ÐÏÏÒȠ ÉÎÅÆÆÉÃÉÅÎÃÙ ÄÕÅ ÔÏ ÄÕÐÌÉÃÁÔÉÏÎ ÏÆ ÅÆÆÏÒÔÓ ×ÈÅÒÅÂÙ ÅÁÃÈ ÐÁÒÔÉÃÕÌÁÒ ÓÕÂÇÒÏÕÐ 

×ÁÎÔÓ ÔÈÅÉÒ ȰÏ×Îȱ ÁÇÅÎÃÙ ÏÒ ÓÅÒÖÉÃÅȠ ÓÅÒÖÉÃÅ ÇÁÐÓ ÉÎ ÔÈÅ population due to idiosyncrasies; those 

who control foundation resources may have particular groups they favor. 

¶ Paternalism and lack of democratic control mean that foundations may lack sufficient 

accountability, and discretion on behalf of donors may lead to activities that benefit issues or 

ÎÅÅÄÓ ÃÌÏÓÅ ÔÏ ÔÈÅ ÄÏÎÏÒȭÓ ÉÎÔÅÒÅÓÔ ÂÕÔ ÎÏÔ ÎÅÃÅÓÓÁÒÉÌÙ ÒÅÆÌÅÃÔÉÖÅ ÏÆ ×ÉÄÅÒ ÓÏÃÉÁÌ ÎÅÅÄÓȢ !ÆÔÅÒ ÁÌÌȟ 

foundation contributions and giving depend on good will, and do not represent a right or 

entitlement. Moreover, paternalism can lead to the de-radicalisation of social movements, and 

the elite-capture of grass-roots efforts. 

¶ Amateurism points to the fact that foundations frequently do not have professionals making 

decisions and implementing programs, but rely disproportionately on volunteer trustees who 

ÍÁÙ ÂÅ ȬÉÎÆÏÒÍÅÄ ÄÉÌÅÔÔÁÎÔÅÓȭ ×ÉÔÈ ÏÎÌÙ Á ÃÕÒÓÏÒÙ ËÎÏ×ÌÅÄÇÅ ÏÆ ÔÈÅ ÉÓÓÕÅ ÔÈÅÙ ÓÅÅË ÔÏ ÁÄÄÒÅÓÓ.  

A comparative historical perspective is useful here: the evolution of the state and the expansion of the 

nonprofit sector have had enormous impact on the role of foundations, but these relationships have never 

been one- way streets. Nor have foundations and nonprofits been passive bystanders; they have pushed 

ÁÓ ×ÅÌÌ ÁÓ ÍÉÒÒÏÒÅÄ ÔÈÅ ÇÏÖÅÒÎÍÅÎÔȭÓ ÕÓÅ ÏÆ Á ÄÉÖÅÒÓÅ ÍÉØ ÏÆ ȰÐÏÌÉÃÙ ÔÏÏÌÓȱ ɉÓÅÅ 3ÁÌÁÍÏÎǰÓ ÔÏÏÌÓ ÏÆ 

government). Whereas government has relied on tax credits, tax deductions, bonds, loans, and vouchers 

to address public problems, nonprofits engaged in cross-subsidization and income-generation, and 

foundations have added, and are increasingly adding, to their traditional approach of grant-making by 

including tools such as predevelopment loans, planning grants, and loans for acquisition, construction, 

program-related investments, permanent use, and may many forms of collaboration across sectors.  

4ÈÉÓ ÄÉÖÅÒÓÉÆÉÃÁÔÉÏÎ ÏÆ ȬÐÒÉÖÁÔÅ ÐÏÌÉÃÙ ÔÏÏÌÓȭ ÉÓ ÁÌÓÏ ÒÅÖÅÁÌÅÄ ÉÎ ÔÈÅ ÇÒÏ×ÔÈ ÏÆ ÎÅ× ÐÈÉÌÁÎÔÈÒÏÐÉÃ ÆÏÒÍÓȟ 

including community foundations, donor-advised funds, supporting organizations, donor giving circles, 

corporate social responsibility, and public-private partnerships. Some foundations have been exploring 

new ways to leverage their assets, including program related investments (PRIs) or mission-based loans. 

Foundations, too, have pursued increasing opportunities to form partnerships as a way to leverage 

funding and impact. Others are shedding prior strategies of short-term funding for projects that they 

hoped would later be funded by government, choosing instead to invest in longer-term funding 

relationships.  

PHILANTHROPY AND SOCIAL INVESTMENT 
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&ÏÕÎÄÁÔÉÏÎÓ ÁÒÅ ÂÒÏÁÄÅÎÉÎÇ ÔÈÅÉÒ ÒÅÐÅÒÔÏÉÒÅÓ ÏÆ ȬÐÒÉÖÁÔÅ ÐÏÌÉÃÙ ÔÏÏÌÓȭ ÂÅÙÏÎÄ ÃÏÎÖÅÎÔÉÏÎÁÌ ÇÒÁÎÔ-making. 

Indeed, we see in the emphasis on innovation and policy roles also a search for new forms for operating 

as philanthropic institutions, be they in partnership with civil society actors or businesses, through 

program-related investments or by operating their own projects and subsidiary organizations. The 

organizational form that has dominated American philanthropy for almost a century, i.e., the grant-

making foundation, is seeking out ways of operating in different ways, exploring new approaches and 

seeking new collaborators for greater leverage. Sometimes these developments take place in fields 

foundations helped shape initially but that have changed significantly through the greater presence of 

other organizations, in particular nonprofit and for-profit corporations. In other instances, new 

foundations are exploring new fields such as the intersection of technology, communication and society.  

Which roles, forms and tools are likely to evolve and consolidate depends on a range of factors, including 

the broader political context. With newly emerging models for government towards what political 

scientists have identified as the active or enabling state on the one hand, and the complex developments 

of nonprofit sectors in terms of service provision and civic engagement on the other, the future of grant-

making foundations could develop in a number of different ways: 

The policy/complementarity role set ÃÏÕÌÄ ÄÅÖÅÌÏÐ ÆÕÒÔÈÅÒ ÉÎ ÔÈÅ ÅÖÏÌÖÉÎÇ ÃÏÍÐÌÅØ ȬÓÏÃÉÁÌ ÍÁÒËÅÔÓȭ ÏÆ ÔÈÅ 

future, where state agencies, for-profit and nonprofits collaborate and compete as part of public-private 

partnerships in the finance and provision of quasi-public goods and services. This could be the case in 

ÓÏÃÉÁÌ ×ÅÌÆÁÒÅ ÁÎÄ ÈÅÁÌÔÈ ÃÁÒÅ ÂÕÔ ÁÌÓÏ ÉÎ ÅÄÕÃÁÔÉÏÎȢ (ÅÒÅȟ ÔÈÅ ÆÏÕÎÄÁÔÉÏÎÓȭ ÒÏÌÅ ×ÉÌÌ ÂÅ ÔÏ ÓÕÐÐÏÒÔ ÐÏÌÉÃÙ 

developments and program innovations generally, but also act as niche institutions serving specialized 

demands.  

The policy/innovation role, too, could evolve in a society where the role of the state has changed 

significantly, where a greater emphasis on self-organization of civil society and forms of civil engagement 

create a more complex, diverse policy environment. Importantly, such environments offer foundations 

opportunities to play out their comparative advantages (entrepreneurship, institution building, risk 

absorption, and mediation). In this sense, foundations contribute to institutional diversity, and, thereby, 

continue to increase the innovativeness and policy capacity of modern society.  

In terms of comparative weaknesses, the policy/complementarity role combination will primarily tax the 

ability of foundations to command sufficient resources relative to demand intensities to counteract 

insufficiencies. The policy/innovation role combination will provide a challenge in terms of particularism. 

As before, both role sets are vulnerable for to amateurism.  

Yet irrespective of the achievements of individual foundations, their greatest and lasting contribution has 

not been in response to a particular problem, issue or need. Rather, foundations have reinforced the 

notion of self-organization of society; they have helped create a society of endowed private agency with 

devolved responsibilities for the public good ɀ a private agency not based on association and collective 

action alone, but supported by independent private wealth dedicated to a common cause.  

In terms of an institutional effect, the significant and sustained presence and general acceptance of 

endowed private agency for public benefit has been the central contribution foundations have made to 

society (and politics!) as a whole ɀ most significantly so in the United States but also increasingly in 

Europe. While their roles have changed significantly over the decades, and while foundations are 

continuing a search for new relevance, the institutional effect thus created is a lasting contribution that 

has shaped the development of this country in profound ways.  

Yet for a century now, the basic organizational form of foundations has remained remarkably stable and 

changed little. Indeed, foundations are among the most stable institutions of American society. Part of 

their resilience stems from their very form as independent endowments established in perpetuity, and for 

purposes set forth in a deed ɀ a legal document that US courts and elsewhere have regarded as nearly 
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ȬÓÁÃÒÏÓÁÎÃÔȢȭ &ÏÕÎÄÁÔÉÏÎÓȟ ÏÎÃÅ ÅÓÔÁÂÌÉÓÈÅÄȟ ÁÒÅ ÔÈÅÒÅ ÔÏ ÓÔÁÙ ÁÎÄ ÔÙÐÉÃÁÌÌÙ ÈÁÖÅ ȬÌÉÆÅ ÅØÐÅÃÔÁÎÃÉÅÓȭ ×ÅÌÌ 

above other organizations, even many public agencies.  

Could current debates about strategic philanthropy, venture philanthropy, high impact philanthropy etc 

just be first indications of a profound reorganization of the foundation world ɀ one that could lead to 

greater diversity in form? Could it be that we are at the beginning of what sociologists call a period of 

differentiation, i.e., when one organizational form splits into more specialized ones to achieve greater 

efficiency and effectiveness overall? Could we see the beginnings of a shift away from the conventional 

model of the endowed, grant-ÍÁËÉÎÇ ÆÏÕÎÄÁÔÉÏÎ ÔÏ×ÁÒÄÓ ×ÉÄÅÒȟ ÂÉÇÇÅÒ ȬÔÏÏÌ ÂÏØȭ ÏÆ ÐÈÉÌÁÎÔÈÒÏÐÉÃ 

engagement ɀ perhaps towards a perspective that sees philanthropic institutions as part of a broader set 

of social investment instruments? 

TOWARDS A SOCIAL INVESTMENT AGENDA 
Social investment can be understood in both a narrow and a more comprehensive sense. The narrow 

understanding corresponds to the provision and management of capital assets to social enterprises, i.e., 

businesses such as cooperatives, mutuals and some employee-owned firms that seek to combine social 

and economic returns. While they are profit-oriented, they either produce significant positive communal 

externalities or have a communal-distribution requirement written into their articles of incorporation. In 

some European countries, this notion of social investment is close to cooperative economics and the 

notions of economie sociale (France, Belgium, and Spain) or Gemeinwirtschaft (Germany, Austria and 

Switzerland). These approaches, historically linked to the cooperative movement and mutualism, 

emphasize the behavior and contributions of producers or consumers in market-like situations who 

engage in collective action to improve their market position, typically in terms of forward and backward 

integration. 

The narrow terms also refers to the activities of grant-making foundations and nonprofit organizations. 

For example, the Charity Commission in the United Kingdom offers a definition that puts social 

investments close to financial activities that are focused on, or part of, a particular program carried out by 

a charity. Accordingly, social investments are described as investments which  

ȰÍÁÙ ÇÅÎÅÒÁÔÅ Á ÆÉÎÁÎÃÉÁÌ ÒÅÔÕÒÎȟ ÂÕÔ ÔÈÅ ÃÈÁÒÉÔÙȭÓ ÍÁÉÎ ÏÂÊÅÃÔÉÖÅ ÉÎ ÍÁËÉÎÇ ÔÈÅÍ ÉÓ ÔÏ ÈÅÌÐ ÉÔÓ 

ÂÅÎÅÆÉÃÉÁÒÉÅÓȣ3ÏÃÉÁÌ ÉÎÖÅÓÔÍÅÎÔ ÉÓ ÎÏÔ ȬÉÎÖÅÓÔÍÅÎÔȭ ÉÎ ÔÈÅ ÃÏÎÖÅÎÔÉÏÎÁÌ ÓÅÎÓÅ ÏÆ Á ÆÉÎÁÎÃÉÁÌ ÉÎÖÅÓÔÍÅÎÔȢ 

Conventional investments involve the acquisition of an asset with the sole aim of financial return 

whicÈ ×ÉÌÌ ÂÅ ÁÐÐÌÉÅÄ ÔÏ ÔÈÅ ÃÈÁÒÉÔÙȭÓ ÏÂÊÅÃÔÓȢ 3ÏÃÉÁÌ ÉÎÖÅÓÔÍÅÎÔÓȟ ÂÙ ÃÏÎÔÒÁÓÔȟ ÁÒÅ ÍÁÄÅ ÄÉÒÅÃÔÌÙ ÉÎ 

ÐÕÒÓÕÉÔ ÏÆ ÔÈÅ ÏÒÇÁÎÉÓÁÔÉÏÎȭÓ ÃÈÁÒÉÔÁÂÌÅ ÐÕÒÐÏÓÅÓȢ !ÌÔÈÏÕÇÈ ÔÈÅÙ ÃÁÎ ÇÅÎÅÒÁÔÅ ÓÏÍÅ ÆÉÎÁÎÃÉÁÌ ÒÅÔÕÒÎȟ 

the primary motivation for making them is not financial bÕÔ ÔÈÅ ÁÃÔÕÁÌ ÆÕÒÔÈÅÒÁÎÃÅ ÏÆ ÔÈÅ ÃÈÁÒÉÔÙȭÓ 

ÏÂÊÅÃÔÓȢȱ 

http://www.charity-commission.gov.uk/supportingcharities/casi.asp 

Social investments refer to the changing relation between market-driven investments and social (public 

benefit) investments. Examples are public benefit contributions based on concessionary reduction of 

interest rates or return on investment expectations below market rates. Rather than thinking in 

ÃÁÔÅÇÏÒÉÅÓ ÏÆ ȬÉÎÖÅÓÔÍÅÎÔȭ ÉÎ ÍÁÒËÅÔ ÓÉÔÕÁÔÉÏÎÓ ÁÎÄ ȬÇÉÆÔÓȭ ÉÎ ÐÕÂÌÉÃ ÂÅÎÅÆÉÔ ÃÏÎÔÅØÔÓȟ ÔÈÉÓ Ôhinking suggests 

looking into the gradual transformation of the one into the other, as is the case in the fields of micro-

finance and micro-insurance. Both started initially as philanthropic endeavors in response to market 

failures but are now beginning to draw market capital. 

Emerson (2002) makes a similar point for grant-making foundations when he writes that their purpose is 

not simply to engage in grant making, but rather to invest in the creation of social value, i.e., a value other 

than monetary gains. A philanthropic investment is therefore a grant invested in a nonprofit organization 

with no expectation of return of principal, but expectation of social return on investment. These 

investments are typically below market-rate and made on a concessionary basis. He goes on to argue that 
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available foundation assets for supporting this process of social value creation should be part of an 

overall investment strategy for both core assets and philanthropic investments. In this sense, foundations 

maximize their social impact if input and output strategies are oriented towards creating social value.  

The wide range of financial investment options is available to foundations and nonprofit organizations, 

and their applicability and potential depends on national tax laws and financial regulations. The Esmee 

Fairbairn Foundation (2005) suggested a classification scheme for investment options, as shown in 

Figure 1. It ranges from mainstream investments intended to yield some desired external effects other 

than shareholder returns, and program-related investments, to grants, with two investment forms, 

ÒÅÃÏÖÅÒÁÂÌÅ ÇÒÁÎÔÓ ÁÎÄ ȬÉÎÖÅÓÔÍÅÎÔ ÐÌÕÓȟȭ ÉÎ ÂÅÔ×ÅÅÎȡ 

¶ Recoverable grants involve some financial return to the donor, albeit below market rate; an 

example would be a grant to a nonprofit housing agency given with the expectation that 20% of 

the grant would be paid back over time.  

 Ȭ)ÎÖÅÓÔÍÅÎÔ 0ÌÕÓȭ ÒÅÆÅÒÓ ÔÏ ÉÎÖÅÓÔÍÅÎÔÓ ÌÏÃÁÔÅÄ ÂÅÔ×ÅÅÎ ÐÒÏÇÒÁÍ-related and conventional investments. 

It allows for market-rate returns on investment and advances the charitable purpose of the organization. 

An example of this kind of financial investment would be capital advanced at market rate to a nonprofit 

organization managing old growth forests on a sustainable basis and selling harvested wood at market 

prices. Loans would be repaid from the surplus achieved through the sale of wood.  

 The key distinction between programme program related investment (PRI) and Investment Plus, 

according to Bolton (2005), is the motivation for the investment as such: was it primarily made to 

advance the purposes of the foundation and to generate revenue secondary; or was it made primarily to 

generate revenue for the foundation, and to support the public benefit purpose second? Based on this 

thinking, Bolton (2005) has offered the most refined classification and differentiates between: 

¶ Programme Program related investments (PRI). These are investments that can originate either 

from income (sales, fees, charges, interests earned) or capital (either internal or externally 

ÆÉÎÁÎÃÅÄɊȟ ×ÉÔÈ ÔÈÅ ÐÒÉÍÁÒÙ ÁÉÍ ÏÆ ÁÄÖÁÎÃÉÎÇ ÔÈÅ ÆÏÕÎÄÁÔÉÏÎͻÓ ÏÒ ÎÏÎÐÒÏÆÉÔ ÏÒÇÁÎÉÚÁÔÉÏÎȭÓ 

purpose. PRIs are typically below market rates, and vary greatly in interest levels (i.e., how close 

to market rates or the extent to which concessionary loan elements lower rates), treatment (i.e., 

length of loan period, possibility of moratoriums, early repay option, ranking of the loan relative 

to other creditors and lenders etc).  

¶ Socially responsible investment (SRI). These are capital investments made with the primary aim 

of producing revenue. This sets SRI apart from PRI; and what separates SRI from conventional 

investments are the positive or negative screens investors use to help select appropriate 

investment opportunities and vehicles:  

o Negative screening is to avoid socially harmful ways of achieving market or above 

market returns on investment; for example, a foundation would decide not to invest in 

corporations that engage in corrupt practices overseas to maintain plants with unsafe 

working conditions; 

o Positive screening is to identify investment opportunities that support socially beneficial 

ways of market or above market rates of investment; for example, a foundation can buy 

stock in corporations that have sound environmental policies or carry out extensive 

social responsibility programs.  
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Figure 1: Investment Typology 

 

o SRI also includes shareholder action to encourage more responsible business practice. In 

this case, the foundation itself could try to influence corporate board accordingly. Bolton 

ɉςππυɊ ÎÏÔÅÓ ÔÈÁÔ ÔÈÉÓ ÆÏÒÍ ÏÆ 32) ÉÓ ÓÏÍÅÔÉÍÅÓ ÒÅÆÅÒÒÅÄ ÔÏ ÁÓ Ȭ)ÎÖÅÓÔÍÅÎÔ 0ÌÕÓςȭ ÏÒ 

mission related investment. 

¶ Grants as a forms of investment rather than specific programmatic activities include a range of 

options and instruments: they can build up reserves for nonprofit organizations; they can also 

serve core funding to help organizations secure additional resources for variable costs; they can 

ÅÁÓÅ ÅØÔÅÒÎÁÌ ÂÏÒÒÏ×ÉÎÇ ÁÎÄ ÈÅÌÐ ÒÅÄÕÃÅ ÉÎÔÅÒÅÓÔ ÒÁÔÅÓ ÂÙ ÅÎÈÁÎÃÉÎÇ ÔÈÅ ÏÒÇÁÎÉÚÁÔÉÏÎȭÓ ÆÉnancial 

rating; they can insure against high risk but potentially high social return ventures; help explore 

new methods of raising funds and revenue generation etc. 

Cooch and Kramer (2007) offer a similar typology and differentiate between conventional investments, 

based on financial objectives exclusively, and grants, based on charitable objectives, and with program-

related investments located in between these two extremes. The latter are grouped into two subtypes: 

market-rate mission investments and below-market rate mission investments.  

In a different contribution, Kramer and Cooch (2006) introduce the term proactive social investments or 

PSIs. Such investment activities provide direct financing to create or expand enterprises that deliver 

social or enviÒÏÎÍÅÎÔÁÌ ÂÅÎÅÆÉÔÓ ÉÎ ÆÕÒÔÈÅÒÁÎÃÅ ÏÆ ÔÈÅ ÉÎÖÅÓÔÏÒȭÓ ÐÒÏÇÒÁÍÍÁÔÉÃ ÇÏÁÌÓȢ Ȱ)Î ÅÃÏÎÏÍÉÃÁÌÌÙ 

distressed regions, any enterprise that creates jobs, increases income and wealth, or improves the 

standard of living can be considered socially beneficial. In mature markets, this category is typically 

limited to new products or services with specific social or environmental benefits, such as workforce 

ÄÅÖÅÌÏÐÍÅÎÔ ÏÒ ÓÏÌÁÒ ÅÎÅÒÇÙ ÉÎÓÔÁÌÌÁÔÉÏÎÓȢȰ ɉςππφȡ ρςɊȢ  

PSI goes beyond both SRI and PRI in that is essentially a policy-driven approach to supporting social 

enterprises devised by a diverse group of investors that can include venture philanthropists, foundations, 

individual donors, local government and conventional investors as well. Kramer and Cooch (2006:16) 

suggest four PSI categories: 

¶ Private Equity and Venture Capital that can support start-up organizations, either for-profit or 

nonprofit, through debt or equity investments; 

¶ Loans and Mezzanine Capital that offer loans to nonprofit organizations, loans with or without 

equity participation to privately held for-profit companies, and (typically) microfinance loans to 

individuals; mezzanine forms of capital combine external capital without voting rights with own 

assets;  



FROM NONPROFITS AND PHILANTHROPY TO SOCIAL INVESTMENT : ANHEIER 

 

PAGE | 21 

¶ Loan guarantees that secure loans or bond issues and lower the cost of capital to be borrowed by 

either for-profit or nonprofit corporations; they can also increase access to capital markets; and 

¶ Bonds and Deposits, including mortgage-backed securities, community development bond 

offerings, and (in the US) certificates of deposit at community development financial institutions.  

There is an ongoing debate among experts and fund managers as to the degree to which financial value 

must be generated from the types of investments that fall under PSI. Some argue for a discount to the 

market in order to allow for greater consideration of social and environmental value, while others favour 

market rate of returns irrespective of the extent to which social value has been generated.  

ISSUES AND CURRENT DEVELOPMENTS  
Next to the primarily finance-oriented approaches introduced above is a more comprehensive 

understanding of the term that sees social investment less tied to specific types of economic firms but to a 

broader range of institutions generally, including individual behavior. The broader definition of social 

investment incorporates insights of economic theory (e.g., theories of public goods and market failure), 

political theory (e.g., theory of governance failure), organizational theory (e.g., organizational behavior of 

non-market firms), social theory (e.g., social capital approaches), philosophy (e.g., categorical constraint 

theory), ethics as well as law (e.g., tax law of public benefit contributions) and constitutional law.  

Such a broader understanding of social investment allows for the assessment of both recent trends in 

how institutions contribute to public benefit, and their relationships with the other sectors, in particular 

the market and public policy. These processes have gained momentum as a result of a reappraisal of the 

role of the state and of the governance failures of public policy. The state tries to find a new balance 

between its legal guarantees to its citizens and the actual delivery of the goods, services and relationships 

implied by them. After a predominantly efficiency-ÄÒÉÖÅÎ ȬÎÅ× ÐÕÂÌÉÃ ÍÁÎÁÇÅÍÅÎÔȭ ÐÅÒÉÏÄ ÔÈÁÔ 

emphasized cost considerations, longer-term views around effectiveness and quality-of-life issues are 

emerging and generate a growing debate about investment strategies rather than current expenditures.  

This debate also refers to the balance between the basic legal compliance of corporations as profit-

making entities and their wider social responsibility to society. Clearly, the concept of corporate social 

responsibility goes beyond what is required by law ɀ either for reasons of self-interest or as a result of 

ÓÏÍÅ ÖÏÌÕÎÔÁÒÙ ÃÈÏÉÃÅȢ )Î ÔÈÉÓ ÃÏÎÔÅØÔȟ ÔÈÅ ÎÏÔÉÏÎÓ ÏÆ ÔÈÅ ȬÔÒÉÐÌÅ ÂÏÔÔÏÍ ÌÉÎÅȭ ÁÎÄ ȬÂÌÅÎÄÅÄ ÖÁÌÕÅÓȭ 

(Emerson, 2004; Emerson et al, 2003) are terms that characterize the debate about economic success and 

ecological and social considerations.  

While positivist legalistic positions might argue that social investment deals with entities that meet the 

legal criteria for public benefit, as stipulated in the relevant tax codes, the interdisciplinary approach to 

social investment allows for further developments of regulatory frameworks themselves. Indeed, the 

notions of public benefit and social investment can be examined independently of given legal forms and 

systems. Especially in the context of organizational innovation and emergent, often hybrid forms of social 

investment, a functional definition of social investment seems more appropriate for understanding the 

interplay of private interests and public benefit than a legal approach as such.  

CONTOURS OF A RESEARCH AGENDA 
 Social investment is an under-researched as well as under-theorized term that has yet to find its place in 

the conceptual map of the social sciences. Much of the empirical base for examining what social 

investment is, what it does, how it operates, and what its impacts might be remains sketchy or is missing 

altogether. Moreover, methodological approaches to the measurement of social investment remain to be 

developed, as do frameworks for policy analysis. 

Against this conceptual background, research on social investment has to address three major areas initially: 

(a) the increasingly contested nature of public benefit and the shifting claims made on collective 
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responsibilities and services in terms of legitimacy, efficiency, effectiveness, and equity; (b) the range of 

organizations serving the public good or contributing to public benefit, including hybrid forms, cross-sector 

partnerships and the role of entrepreneurs; and (c) the legal and policy implications that follow from current 

developments. Specifically: 

New institutions, public benefit, and the role of social investment  

¶ What shifts have occurred in the notions of public benefit, quasi-public and private goods across 

major fields and political ideologies?  

¶ Why did this happen in some fields or countries and less so in others, and to what effect?  

¶ Does the notion of social investment help to understand current developments? 

New institutions and models of social investment  

¶ What institutional forms for public benefit are emerging, and which ones are declining in 

importance? Why and in what way?  

¶ What cultural aspects and values are associated with emerging and declining institutional forms 

concerned with public benefit? 

¶ What new institutions and models are emerging at the individual or family level? How do 

emerging issues and trends relate to notions and practices of civic engagement, citizenship, work, 

and family? 

¶ What new institutional models are emerging at the organizational level? What changes are 

occurring in the nonprofit, informal, corporate, and public sectors in that regard, including cross-

sector alliances and hybrid forms? 

¶ What new institutions are emerging at the macro level of society? What are the constitution and 

role of civil society in this respect? 

¶ What new institutions are emerging at the international level? Do we find transnational, even 

global forms of private institutions concerned with the public good?  

Toward new frameworks, practices and understandings  

¶ What ethical guidelines, policies and legal structures are needed for these new institutions?  

¶ What are the implications for governance and management? 

¶ What can be done to facilitate the exchange of information about best practices and experiences 

across fields and countries? 

We suggest exploring these questions in a number of thematic foci, each dedicated to a particular set of 

issues: 

¶ Philanthropy as social investment. In recent years, several proposals have been made to 

ȬÍÏÄÅÒÎÉÚÅȭ ÐÈÉÌÁÎÔÈÒÏÐÙȟ ÁÎÄ ÎÅ× ÐÈÉÌÁÎÔÈÒÏÐÉÃ ÆÏÒÍÓ ÈÁÖÅ ÅÍÅÒÇÅÄ. How do these relate to 

social investment, and what could be the contribution of philanthropy in the future? What can 

philanthropy do to foster social investment? 

¶ The organizational forms of social investment. Whereas in the past, nonprofit organizations 

served as the prime vehicle of private action for public benefit, many innovations have been 

occurring over the last decade, enriching the repertoire of ways and means of social investment. 

What are their potentials and limitations? 

¶ Entrepreneurs and social investment. This field has become more varied in the kinds of 

entrepreneurship of interest. Whereas until the 1990s, entrepreneurship was almost exclusively 

a matter of the business world, there is now increased recognition of social entrepreneurs, 

cultural entrepreneurs, even political entrepreneurs. What is their role in relation to social 

investment? Who are the social investment entrepreneurs? 
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¶ Assessing performance and impact of social investment. What are useful measures of 

performance that correspond to return on investment indicators used to assess financial 

portfolios? How can the impact of social investment be measured? There is a full repertoire of 

measures and methodological approaches to assess the impact and performance of economic 

investments in market and quasi-market situations ɀ how can they be used for social investment 

purposes, or would distinct measures and methodologies be needed? 

¶ Civil society and social investment. Social investment takes place in the context of the wider 

civil society and aspects of civic engagement and social self-organization. What is the relationship 

between civil society and social investment, and what civil society characteristics encourage or 

discourage private action for public benefit? 

¶ Policy approaches to social investment. The changes affecting advanced countries are finding 

responses at the policy level. To what extent, and how, do they take account of social investment, 

and do policy frameworks and platforms see a role for private action for public benefit? 

¶ Legal aspects of social investment. The far-reaching changes in the notion of the state and what 

constitutes public benefit are an increasingly central topic of legal thinking as well, in particular 

in terms of the regulatory framework needed for social investment. Governance, accountability 

and transparency are central issues here. 

The proposed agenda, presented in Table 2 (Appendix), is based on the notion of social investment as an 

organized activity involving individuals (investors, donors, managers, clients, customers etc) and 

organizations (businesses, nonprofits, hybrids, projects). Wider questions such as the role of civil society, 

social capital, and policy can be added for each question and at each level. Such a broader view of social 

investment also widens the thematic scope and invites a strong interdisciplinary perspective, including 

public choice theories, theories of firms, clubs, and collective action, social capital approaches, welfare 

state approaches, institutional analysis, categorical constraint theory, ethics as well as legal thinking. 

In other words, there is a rich repertoire of social science approaches that can be brought to bear on 

examining the potentials and limits of social investment from theoretical, empirical and policy-relevant 

perspectives. 4ÈÅ ÐÒÏÐÏÓÅÄ ÒÅÓÅÁÒÃÈ ÁÇÅÎÄÁ ÁÎÄ ÔÈÅ ȬÍÁÐȭ ÐÒÅÓÅÎÔÅÄ ÉÎ 4ÁÂÌÅ ς ÁÒÅ ÍÅÁÎÔ ÔÏ ÈÅÌÐ ÇÕÉÄÅ 

and provide focus to efforts aimed at advancing our knowledge about social investment.  

CONCLUSION 
Current work on social investment is still primarily about finance: the forms social investments can take, 

the instruments that can be used, by whom and for what purposes. The rapid development of financial 

products and instruments in recent years, and leading up to the financial crisis of 2008-9, saw parallel 

activities in the fields of philanthropy and the nonprofit sector, with a hitherto unknown emphasis on 

forms of capitalization, asset and risk management and types of community investments.  

Future work on social investment will most likely test the sustainability of these instruments, and thereby 

advance the distinction between social investments and conventional financial investments; the types of 

activities seen as investment rather than some other form of activity; the measurement of investment 

performance and yield, particularly around measure of return of social investment; and the role of the 

investors and the types of investor coalitions themselves.  

 Yet one task ahead seems clear: research on social investment has to become more institution focused 

generally, and less preoccupied with matters of finance. While the latter is important, of course, 

institutional context matters, too. Mapping and investigating this context ɀ conceptually as well as 

empirically - is a prime purpose of the research agenda proposed here. 
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Table 1: Basic Third Sector Research Questions 

LEVEL OF ANALYSIS AND FOCUS 

Basic 
question 

Organization Field/Industry Economy/Country 

Why? Why is this organization nonprofit 
rather than for-profit or government? 

 

 

Organizational choice 

Why do we find specific 
compositions of nonprofit, for-

profit and government firms in 
fields/industries? 

 

Field-specific division of labor 

Why do we find variations in 
the size and structure of the 

nonprofit sector cross-
nationally? 

 

Sectoral division of labor 

How? How does this organization operate? 
How does it compare with other 

equivalent organizations? 

 

Organizational efficiency etc; 
management issues 

How do nonprofit organizations 
behave relative to other forms in 

the same field or industry? 

 

Comparative industry efficiency and 
related issues 

How does the nonprofit 
sector operate and what role 

does it play relative to other 
sectors? 

 

 

Comparative sector roles  

So What? What is the contribution of this 

organization relative to other forms? 

 

 

 

Distinct characteristics and impact of 
focal organization 

What is the relative contribution 

of nonprofit organizations in this 
field relative to other forms? 

 

Different contributions of forms in 

specific industries 

What does the nonprofit 

sector contribute relative to 
other sectors? 

 

 

Sector-specific contributions and 

impacts cross-nationally 
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Table 2: Basic Research Questions - Social Investment 

LEVEL OF ANALYSIS AND FOCUS 

Basic 
question 

Individual/Organization Field/Industry Economy/Country 

Why? Why is this investment social rather 

than a for-profit or public 
investment? 

 

Choice 

Why do we find specific 

compositions of social, for-
profit and public investments in 

fields/industries? 
 

Field-specific patterns, division of 

labor 

Why do we find variations in 

the size, form and structure of 
social investments cross-

nationally? 
 

Sectoral patterns, division of labor 

How? How does this investment perform? 

How does it compare to other 
equivalent investments? 

 

Performance 

How do social investments 

perform relative to other types 
and forms in the same field or 

industry? 

 

Comparative field performance 

How do social investments 

perform in the economy cross-
nationally? 

 

 

Comparative performance roles  

So What? What is the contribution of social 

investment relative to other forms? 

 

 

Distinct characteristics and impact 

What is the relative 

contribution of social 
investment in this field relative 

to other forms? 

 

Different impacts in specific fields 

What does social investment 

contribute relative to other 
forms? 

 

 

Contributions and impacts cross-

nationally 
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THE GLOBAL GOVERNANCE GAP 
Recent decades have witnessed an unprecedented expansion of global business activity. Transnational 

corporations have played a particularly critical role in this development: their economic role has 

expanded at a faster pace than total world economic output. During the 1990s, the amount of foreign 

direct investment increased nearly four times, growing from $1.7 trillion in 1991 to $6.6 trillion in 2001. 

There are currently approximately 63,000 transnational corporations with about 800,000 foreign 

affiliates and they collectively employ more than 50 million people. A major share of world trade ɀ 

approximately 40 percent in the case of the United States ɀ now takes place within firms (Ruggie, 2004). 

Moreover, these statistics do not take into consideration the even larger growth of global non-equity 

business relationships: literally millions of suppliers, contractors and subcontractors in developing 

countries actually produce many of the products marketed by global firms.  

On balance, the increase in global investment and trade during the last quarter-century has had a positive 

economic and social impact. For example, it has measurably improved the living standards of tens of 

millions of individuals in countries such as China and India who, without the expansion of global markets, 

×ÏÕÌÄ ÈÁÖÅ ÒÅÍÁÉÎÅÄ ÁÍÏÎÇ ÔÈÅ ×ÏÒÌÄȭÓ ÐÏÏÒÅÓÔ ÃÉÔÉÚÅÎÓȢ 'ÌÏÂÁÌ ÌÉÆÅ ÅØpectancy is now double what it 

was one hundred years ago. Yet at the same time, the growth of global markets and firms has also 

exacerbated or failed to ameliorate a wide range of social and environmental problems. It has led to a 

wide range of unsustainable environmental practices in areas from forestry to fisheries, widespread 

human rights abuses, and often labor exploitation. As Bill Gates put it in his January 2008 speech in which 

ÈÅ ÏÕÔÌÉÎÅÄ ÈÉÓ ÖÉÓÉÏÎ ÏÆ ȰÃÒÅÁÔÉÖÅ ÃÁÐÉÔÁÌÉÓÍ ȰÁÔ ÔÈÅ 7ÏÒÌÄ %ÃÏÎÏÍÉÃ &ÏÒum in Davos: 

The great advances in the world have often aggravated the inequalities in the world. The least needy 

see the most improvement, and the most needy see the least ɀ in particular the billions of people who 

live on less than a dollar a day. There ÁÒÅ ÒÏÕÇÈÌÙ Á ÂÉÌÌÉÏÎ ÐÅÏÐÌÅ ÉÎ ÔÈÅ ×ÏÒÌÄ ×ÈÏ ÄÏÎȭÔ ÇÅÔ ÅÎÏÕÇÈ 

ÆÏÏÄȟ ×ÈÏ ÄÏÎȭÔ ÈÁÖÅ ÃÌÅÁÎ ÄÒÉÎËÉÎÇ ×ÁÔÅÒȟ ×ÈÏ ÄÏÎȭÔ ÈÁÖÅ ÅÌÅÃÔÒÉÃÉÔÙȣDiseases like malaria ȣkill over 

a million people a yearȣClimate change will have the biggest effect on people who have done the least 

to cause it. 

(Gates, 2008) 

While the shortcomings of global capitalism cited by Gates and others have many causes, among them is 

the extent to which economic globalization has created a governance deficit or a structural imbalance 

between the size and power of global firms and markets, and the capacity and/or willingness of 

ÇÏÖÅÒÎÍÅÎÔÓ ÔÏ ÁÄÅÑÕÁÔÅÌÙ ÒÅÇÕÌÁÔÅ ÔÈÅÍȢ 4ÒÁÎÓÎÁÔÉÏÎÁÌ ÃÏÒÐÏÒÁÔÉÏÎÓ ÁÒÅ ÓÁÉÄ ÔÏ Ȱ×ÉÅÌÄ ÐÏ×ÅÒ ×ÉÔÈÏÕÔ 

responsibility. They are often as powerful as states and yet less accountableȱ (Newell, 2000). Another 

ÃÒÉÔÉÃ ÏÂÓÅÒÖÅÓȡ Ȱ#ÏÒÐÏÒÁÔÉÏÎÓ ÈÁÖÅ ÎÅÖÅÒ ÂÅÅÎ ÍÏre powerful, yet less regulatedȱ (Vidal, in Newell, 

2000). This lack of global business accountability is not primarily due to a reduction in the role or 

importance of states. TÈÅ ÓÔÁÔÅ ÉÓ ÎÏÔ ȰÉÎ ÒÅÔÒÅÁÔȡȱ ÇÏÖÅÒÎÍÅÎÔÓ ÁÒÅ ÂÅÃÏÍÉÎÇ ÎÅÉÔÈÅÒ ÓÍÁÌÌÅÒ ÎÏÒ ×ÅÁËÅÒȡ 

they remain the most important sources of power in the global economy. Their share of national GDP and 

their ability to regulate business activities within their borders has not diminished.  
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It is rather that their ability and/or willingness to regulate global firms and markets has not 

proportionately increased as a response to the expansion of economic globalization. Ȱ)ÎÔÅÒÎÁÔÉÏÎÁÌÉÚÁÔÉÏÎ 

[has created] an increasing gap between territorially bound regulatory competences at the national level 

and emerging problems of international scopeȱ (Knill and Lehmkuhl, 2002). As Robert Keohane has put it, 

Ȱ'ÌÏÂÁÌÉÚÁÔÉÏÎ ÍÅÁÎÓ ÔÈÁÔ ÉÔ ÉÓ ÍÏÒÅ ÄÉÆÆÉÃÕÌÔ ÔÏ ÈÏÌÄ ÃÏÒÐÏÒÁÔÉÏns accountable than in the pastȱ (Keohane, 

2003). "ÅÒÔÒÁÎÄ "ÅÎÏÉÔ ÁÄÄÓȡ 7Å ÈÁÖÅ ÆÁÄÉÎÇ ÂÏÒÄÅÒÓ ÁÎÄ ȣ ÉÔ ÉÓ ÎÏÔ ÌÏÎÇÅÒ ÐÏÓÓÉÂÌÅ ÆÏÒ ÉÎÄÉÖÉÄÕÁÌ ÓÔÁÔÅÓ 

to dictate the rules of the economic gameȱ (Bertrand, 2007). 

Much of the political pressure to strengthen the regulation of global firms and markets has been centered 

in developed countries, most notably the United States, Canada, Western Europe, and Australia. These are 

the countries where most of the natural resources and industrial products exported from developing 

countries ÁÒÅ ÃÏÎÓÕÍÅÄȟ ×ÈÅÒÅ ÍÏÓÔ ÏÆ ÔÈÅ ×ÏÒÌÄȭÓ ÔÒÁÎÓÎÁÔÉÏÎÁÌ ÆÉÒÍÓ ÁÒÅ ÈÅÁÄÑÕÁÒÔÅÒÅÄȟ ÁÎÄ ×ÈÅÒÅ Á 

ÄÉÓÐÒÏÐÏÒÔÉÏÎÁÔÅ ÎÕÍÂÅÒ ÏÆ ÔÈÅ ×ÏÒÌÄȭÓ ÎÏÎ-governmental or third sector organizations are based. These 

ÃÏÕÎÔÒÉÅÓ ÁÃÃÏÕÎÔ ÆÏÒ Á ÍÁÊÏÒ ÓÈÁÒÅ ÏÆ ÔÈÅ ×ÏÒÌÄȭÓ '$0ȟ ÁÎÄ ÁÌso have well-developed regulatory 

capacities. Logically, one would expect these governments to play an increasingly important role in 

regulating global business activities.  

3ÏÍÅ ÃÏÕÎÔÒÉÅÓȟ ÍÏÓÔ ÎÏÔÁÂÌÙ ÉÎ %ÕÒÏÐÅȟ ÈÁÖÅ ÁÄÏÐÔÅÄ Á ×ÉÄÅ ÒÁÎÇÅ ÏÆ ÖÁÒÉÏÕÓ ȬÓÏÆÔȭ ÌÁ× ÉÎÉÔÉÁÔÉÖÅÓ ÔÏ 

improve the conduct of global firms headquartered in their countries, such as convening conferences to 

promote best practices, requiring firms to disclose their global environmental and social impact, 

requiring public pension funds to report on how corporate social and environmental practices affect 

investment decisions and, as discussed below, helping to organize and fund voluntary codes of conduct.1 

Yet their willingness and/or ability to expand the scope of their legal and political controls over 

international firms and markets has been constrained or limited. One reason is legal: international law 

generally restricts the ability of countries to regulate foreign owned firms outside their borders (Zerk, 

2006). This means that the activities of the developing country owned firms with which transnational 

firms contract - and in which many of the most prominent abuses associated with globalization take place 

- are generally outside their legal purview.  

Second, international trade law generally restricts the ability of countries to restrict imported products 

on the basis of how they are produced. This in turn has limited their ability to affect environmental, 

human rights or labor practices outside their borders by restricting the importatiÏÎ ÏÆ ȰÉÒÒÅÓÐÏÎÓÉÂÌÙȱ 

ÐÒÏÄÕÃÅÄ ÇÏÏÄÓ ÁÎÄ ÁÇÒÉÃÕÌÔÕÒÁÌ ÐÒÏÄÕÃÔÓȢ /ÖÅÒÁÌÌȟ ȰÔÈÅ ÒÉÇÈÔÓ ÅÎÊÏÙÅÄ ÂÙ ÔÒÁÎÓÎÁÔÉÏÎÁÌ ÃÏÒÐÏÒÁÔÉÏÎÓ 

have increased manifold over the past two decades, as a result of multilateral trade agreements, bilateral 

investment pacts, and domestic liberalizationȱ (Ruggie, 2007).  

Third, the extent of domestic political support for strengthening global business regulation has been 

relatively weak. Efforts to create legally binding standards for multinational firms have encountered 

strong and effective business opposition on the grounds that it would hamper their global competiveness. 

For example, the European Union was forced to retreat from its initial efforts to establish binding codes of 

conduct on multinational firms due to intense business opposition and instead developed an entirely 

voluntary standard. A legally enforceable international code of conduct for global firms has also been 

under discussion in various international forums (Keonig-Archbugi, 2004). During the 1970s, the 

International Labor Organization, the UN Commission on Transnational Corporations and the OECD all 

attempted to adopt legally binding codes of global corporate conduct. But none of these efforts were 

successful. Though the OECD did adopt comprehensive guidelines for multinational corporations, they are 

non-binding. In 1992, the issue of transnational corporation (TNC) regulation was dropped from the 

agenda of the United Nations Conference on Environment and Development (UNCED), largely due to the 

strong opposition of global firms.  

                                                                    
1 See for example, De Schutter, 2008; Corporate Responsibility Across Europe, 2005; Corporate Social Responsibility in 
Europe: Rhetoric and Realities, 2009; Aaronson and Reeves, 2002.  
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Many of these legal, political, and ideological obstacles could be overcome by effective international 

treaties, which would equally bind firms regardless of where they are located. But as the recent result of 

the efforts in Copenhagen to develop a new and strengthened global agreement to address the problem of 

global climate change illustrate, legally binding international treaties have often been opposed by 

developing country governments, who typically view them as a threat to their economic development. 

Thus, due to opposition from developing countries, the Tropical Timber Organization refused the 

requests of non-government organizations (NGOs) to adopt a forest certification and labeling system in 

an effort to promote sustainable forestry practices. When former American Secretary of Labor Robert 

Reich proposed that the International Labor Organization (ILO) develop a system for labeling garments 

based on the labor conditions under which they were produced, his effort was strongly criticized by 

representatives from developing countries and thus was not adopted. Equally importantly, developing 

countries have strongly resisted proposals to alter the rules of the World Trade Organization so as to 

expand the grounds on which imports could be restricted on environmental or social grounds. They have 

feared that any broadening of the criteria by which developed countries could legally restrict imports 

×ÏÕÌÄ ÌÅÁÄ ×ÅÓÔÅÒÎ ÆÉÒÍÓ ÔÏ ÁÄÏÐÔ ȰÅÃÏ-ÐÒÏÔÅÃÔÉÏÎÉÓÔȱ ÔÒÁÄÅ ÐÏÌÉÃÉÅÓ ÔÈÁÔ ×ÏÕÌÄ ÒÅÄÕÃÅ ÔÈÅÉÒ ÁÃÃÅÓÓ ÔÏ 

world markets.  

The weakness of international laws and rules regulating global business conduct does not, of course, 

prevent developing country governments from developing and enforcing their own regulations for the 

conduct of any firms that produce or extract natural resources within their borders. This is precisely what 

the governments of developed countries have done over the last century. But due to concern about 

making their goods and raw materials uncompetitive in global markets and a lack of sufficient 

administrative capacity to effectively enforce domestic laws, the regulatory role of most developing 

country governments remains weak. Moreover, many of the countries in which the most widespread 

human rights, labor and environmental abuses take place are failed states whose governments lack either 

the capacity or the willingness to protect the welfare of their citizens and the physical environment in 

which they live. Finally, many developing country governments restrict or discourage civic institutions, 

such as independent trade unions or non-government organizations, which could play an important role 

in making both foreign and domestic firms more politically accountable.  

RESPONDING TO THE GLOBAL GOVERNANCE DEFICIT  
Nonetheless, there have been a wide range of efforts to respond to the existing shortcomings of global 

business regulation. These efforts have led to important changes in the roles of both global firms and civic 

organizations. For their part, many global firms have increasingly come to recognize that they have both 

the capacity and the obligation to use their resources to minimize the environmental and social harms 

caused by their international business operations as well as actively improve the welfare of those whom 

their investments and purchasing practices directly or indirectly impact. Many have agreed to adopt 

voluntary global codes of conduct and to compensate for the lack of effective governance in many 

developing countries by assuming quasi-government roles and responsibilities. For their part, the 30,000 

non-government organizations (NGOs) which operate international programs - approximately 1,000 of 

which draw membership from three or more countries - have come to play an increasingly important role 

in global economic governance (Ruggie, 2004). Many have partnered or worked with business 

organizations to directly assist in the delivery of various social services, while others have cooperated 

with firms to develop and govern new private regulatory mechanisms that seek to embed social values 

into economic globalization.  

In essence, the roles of all three institutions have changed: developed country governments have 

expanded the scope of their cooperation with global firms and NGOs, many global firms have agreed to be 

governed by private, non-state, regulatory mechanisms, and NGOs have become partners with both firms 

and governments in order to help compensate for both public policy and market failures. Consequently, 

the lines between public and private institutions and the profit and nonprofit sectors have become 

blurred. Global governance is no longer only exclusively provided by governments: a wide range of both 
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profit and nonprofit institutions now provide various public goods and exert significant authority in the 

global economy. This ÉÎ ÔÕÒÎ ÈÁÓ ÃÒÅÁÔÅÄ Á ȰÎÅ× ÇÌÏÂÁÌ ÐÕÂÌÉÃ ÄÏÍÁÉÎȟȱ ×ÈÉÃÈ *ÏÈÎ 2ÕÇÇÉÅ ÄÅÆÉÎÅÓ ÁÓ Ȱ!Î 

institutionalized arena of discourse, contestation, and action organized around the product of public 

goods. It is constituted by interaction among non-state actors as well as states. It permits the direct 

expression and pursuit of a variety of human interests, not merely those mediated by statesȱ (Ruggie, 

2004). It represents part of a multi-faceted effort to embed a system of social controls within global 

economic relationships that remain dominated by neo-liberal ideas and institutions. As two scholars note:  

In the former age of national capitalism, the achievement of market fairness was embedded in a 

normative framework generated by government, labor unions, and perhaps religious authority. In the 

current age of global capitalism, new actors such as NGOs, industry associations and public-private 

partnerships provide the normative framework (Giovannucci and Ponte, 2005).  

MULTI-STAKEHOLDER REGULATORY INITIATIVES 
A useful way of beginning to understand these new forms of global governance is by describing a number 

of relatively recent institutional efforts to improve the conduct of global firms and markets. Each of them 

involves, either directly or indirectly, some form of cooperation among or between governments, firms 

and civic institutions. They can be roughly divided into three categories: those focusing on global 

regulatory and/or market failures associated with human rights and corruption, labor and working 

conditions, and environmental practices.  

Human Rights and Corruption  

In December 2000, in response to the increase in violence involving security forces protecting western 

investments in developing countries, several firms, along with non-government organizations, and the 

"ÒÉÔÉÓÈ ÁÎÄ !ÍÅÒÉÃÁÎ ÇÏÖÅÒÎÍÅÎÔÓȟ ÉÓÓÕÅÄ Á ÓÅÔ ÏÆ Ȱ6ÏÌÕÎÔÁÒÙ 0ÒÉÎÃÉÐÌÅÓ ÏÎ 3ÅÃÕÒÉÔÙ ÁÎÄ (ÕÍÁÎ 2ÉÇÈÔÓȢȱ 

They represented a set of principles and procedures to enable firms in the extractive sector to maintain 

the security and safety of their business operations, while seeking to reduce the number of well-

documented abuses by both private and state security forces. These principles have been endorsed by 

several important global extractive firms, including Chevron and Texaco (who had signed separately 

before their merger), Conoco, BP, Shell, Rio Tinto, Freeport McMoRan, Newmont Mining, Occidental 

Petroleum, and ExxonMobil, as well as two Norwegian based firms, Statoil and Norsk Hydro. This example 

of business-government cooperation to address a global and national governance failure was 

subsequently endorsed by the governments of Norway and the Netherlands, home to important 

extractive industry multinational enterprises.  

Another important global multi-stakeholder regulation has sought to address the related problems of 

corruption and the misuse of revenues by developing country governments. While 3.5 billion people live 

in countries with rich deposits of oil, gas, and minerals, the development of these resources by 

international firms has typically produced poverty, corruption and civil conflict rather than economic 

development. During the late 1980s and early 1990s, a number of international non-government 

organizations including the Catholic Relief Services, Oxfam International, and Global Witness began to 

aggressively criticize global extractive industry firms for the negative social impact of their business 

operations in developing countries.  

In response, British Prime Minister Tony Blair announced the establishment of the Extractive Industries 

Transparency Initiative (EITI). The long-term goal of EITI is to increase the likelihood that royalty 

payments by foreign investors will be used to promote positive economic and social development. It 

established a global standard to promote transparency and accountability for both the revenues provided 

by extractive industry firms and the use of these revenues by host country governments. EITI has issued a 

set of reporting guidelines, along with six criteria which represent a minimum standard for EITI 

implementation. This voluntary international regulatory initiative has been actively promoted and 

financially supported by several developing country governments, including Australia, Belgium, Canada, 
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Denmark, Finland, France, Germany, Italy, Japan, the Netherlands, Norway, Spain, Sweden, Switzerland, 

the United Kingdom and the United States, as well as the government of Qatar. It has also been officially 

endorsed by the World Bank Group, the United Nations, the G8, the G20 and the European Union.  

EITI has been endorÓÅÄ ÂÙ τφ ÏÆ ÔÈÅ ×ÏÒÌÄȭÓ ÌÁÒÇÅÓÔ ÏÉÌȟ ÇÁÓ ÁÎÄ ÍÉÎÉÎÇ ÃÏÍÐÁÎÉÅÓ ÁÓ ×ÅÌÌ ÁÓ ÍÏÒÅ ÔÈÁÎ ψπ 

global investment institutions that collectively manage more than USD 16 trillion. In addition to 

governments and global firms, several important civil society organizations participate in its governance 

ÁÔ ÅÉÔÈÅÒ ÔÈÅ ÎÁÔÉÏÎÁÌ ÏÒ ÉÎÔÅÒÎÁÔÉÏÎÁÌ ÌÅÖÅÌÓȟ ÉÎÃÌÕÄÉÎÇ ÔÈÅ Ȱ0ÕÂÌÉÓÈ 7ÈÁÔ 9ÏÕ 0ÁÙȱ #ÏÁÌÉÔÉÏÎ ɀ comprised 

of 300 worldwide non-government organizations, Oxfam and Transparency International. To date, two 

developing countries, namely Azerbaijan and Liberia, have been certified as EITI complaint, while thirty 

other development countries have achieved EITI candidate status. In addition, 17 developing countries 

have published EITI audited reports and a number of others have signaled their intent to implement 

%)4)ȭÓ ÔÒÁÎÓÐÁÒÅÎÃÙ ÓÔÁÎÄÁÒÄÓȢ 

The Kimberly Process Certification Scheme represents another important new approach to address a 

global governance failure - ÉÎ ÔÈÉÓ ÃÁÓÅȟ ÔÈÅ ÉÎÔÅÒÎÁÔÉÏÎÁÌ ÓÁÌÅ ÏÆ ȰÃÏÎÆÌÉÃÔ ÄÉÁÍÏÎÄÓȱ ÂÙ ×ÁÒring factions in 

developing countries. As in the case of the emergence of virtually all other codes of global business 

conduct, the original impetus behind this global business regulation was public pressure from NGOs: 

diamond producers and retailers were accused by activists of contributing to the massive human rights 

ÖÉÏÌÁÔÉÏÎÓ ÓÔÅÍÍÉÎÇ ÆÒÏÍ ÔÈÅ ÓÁÌÅ ÏÆ ȰÂÌÏÏÄ ÄÉÁÍÏÎÄÓȱ ÔÈÁÔ ×ÅÒÅ ÆÉÎÁÎÃÉÎÇ ÒÅÂÅÌ ÁÎÄ ×ÁÒÒÉÎÇ ÇÒÏÕÐÓ ÉÎ 

several developing countries including Sierra Leone, Rwanda, the Democratic Republic of the Congo and 

#ÏÔÅ Äȭ)ÖÏÉÒÅȟ ÍÁÎÙ ÏÆ ×ÈÏÓÅ ÁÃÔÉÖÉÔÉÅÓ ÁÌÓÏ ÃÒÅÁÔÅÄ ÉÎÓÔÁÂÉÌÉÔÙ ÉÎ ÎÅÉÇÈÂÏÒÉÎÇ ÃÏÕÎÔÒÉÅÓȢ 4ÈÅ 5ÎÉÔÅÄ 

Nations Security Council embargoed trade in diamonds from Angola in 1998 and Sierra Leone in 2000. 

For its part, in 2002, the United States Congress passed the Clean Diamonds Act, which prohibited the 

ÉÍÐÏÒÔÁÔÉÏÎ ÏÆ ȰÂÌÏÏÄȱ ÏÒ ȰÃÏÎÆÌÉÃÔȱ ÄÉÁÍÏÎÄÓ ÆÒÏÍ ÃÏÎÆÌÉÃÔ ÚÏÎÅÓȢ  

In 2000, in response to fears that the reputation of their product had become tarnished due to adverse 

media attention, the South African based global mining firm De Beers, which controlled much of the 

global diamonds market, as well as several major global diamond retailers, declared that they would not 

ÄÅÁÌ ÉÎ ȰÃÏÎÆÌÉÃÔȱ ÄÉÁÍÏÎÄÓȢ ! ÊÏÉÎÔ ÒÅÓÏÌÕÔÉÏÎ ÂÙ ÁÎ ÁÓÓÏÃÉÁÔÉÏÎ ÏÆ ÉÎÔÅÒÎÁÔÉonal diamond retailers 

announced that any firm found trading in such diamonds would be expelled from the newly created 

World Diamond Council (WDC). These efforts, however, failed to satisfy global activists who considered 

the capacity of these firms to police international trade in diamonds to be inadequate. Accordingly, the 

WDC announced its support for establishing a tracking system for international trade in rough diamonds 

in order to prevent the marketing of illicitly produced stones. It specifically proposed a certification 

system that would track diamonds from production to retail distribution, thus assuring that all traders in 

polished diamonds knew the origins of their stones. But the WDC also recognized that its ability to 

effectively regulate the global mining, processing and distribution of diamonds was limited and 

accordingly requested additional government assistance. 

)Î ςπππȟ ÔÈÅ ×ÏÒÌÄȭÓ ÍÁÊÏÒ ÄÉÁÍÏÎÄ ÐÒÏÄÕÃÅÒÓ ÁÎÄ ÒÅÔÁÉÌÅÒÓ ÁÓ ×ÅÌÌ ÁÓ ÓÅÖÅÒÁÌ ÄÉÁÍÏÎÄ ÅØÐÏÒÔÉÎÇ ÁÎÄ 

importing countries, adopted the Kimberley Process (KP) named after the South African diamond mining 

town. The KP established a certification system that requires that all countries that trade or produce 

diamonds issue certificates of origin that guarantee that they do not come from conflict zones. While 

compliance by diamond exporting countries is not mandatory, each country that has endorsed the KP 

agreed to on-site monitoring.  

7ÈÁÔ ÇÉÖÅÓ ÔÈÉÓ ÉÎÔÅÒÎÁÔÉÏÎÁÌ ÁÇÒÅÅÍÅÎÔ ȰÔÅÅÔÈȱ ×ÁÓ ÔÈÅ ÁÂÉÌÉÔÙ ÏÆ ÔÈÅ +0 ÔÏ ÅØÐÅÌ ÃÏÕÎÔÒÉÅÓ ÆÏÒ ÎÏÎ-

compliance. This effectively bans non-compliant diamond exports from importing states that have 

endorsed the KP. Significantly, and unusually, the World Trade Organization granted a waiver to the KP. 

This effectively allows its forty-one member states, which repÒÅÓÅÎÔ ÔÈÅ ÍÁÊÏÒÉÔÙ ÏÆ ÔÈÅ ×ÏÒÌÄȭÓ ÄÉÁÍÏÎÄ 

consumer markets, to selectively ban diamond imports from non-complaint country diamond producers 

ÁÎÄ ÔÒÁÄÅÒÓȢ )Î ÅÓÓÅÎÃÅȟ ȰÔÈÅ +ÉÍÂÅÒÌÙ 0ÒÏÃÅÓÓ ÅÎÔ×ÉÎÅÓ Á ÖÏÌÕÎÔÁÒÙ ÉÎÄÕÓÔÒÙ ÐÒÏÇÒÁÍ ×ÉÔÈ Á ÓÔÁÔÅ-based 
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trade control regime (Haufler, 2009)Ȣȱ 4ÈÅ +0 ÉÓ ×ÉÄÅÌÙ ÒÅÇÁÒÄÅÄ ÁÓ ȰÁ ÐÏÓÉÔÉÖÅ ÅØÁÍÐÌÅ ÏÆ ÁÃÔÉÖÅ 

cooperation between governments, non-ÇÏÖÅÒÎÍÅÎÔÁÌ ÏÒÇÁÎÉÚÁÔÉÏÎÓ ÁÎÄ ÔÈÅ ÐÒÉÖÁÔÅ ÓÅÃÔÏÒȱ (Degli 

Innocenti, 2005). 

Labor Standards and Working Conditions  

Another important category of new regulatory mechanisms to address a global governance failure 

involves the development of business codes of conduct to protect the welfare and interests of workers in 

developing countries - both those employed directly by multinational firms and the much larger category 

of workers who supply the raw materials and products which are then distributed by global firms, 

ÐÒÉÍÁÒÉÌÙ ÔÏ ÃÏÎÓÕÍÅÒÓ ÉÎ ÄÅÖÅÌÏÐÅÄ ÃÏÕÎÔÒÉÅÓȢ 'ÒÅÁÔ "ÒÉÔÁÉÎ ÁÎÄ ÔÈÅ 5ÎÉÔÅÄ 3ÔÁÔÅÓ ÁÒÅ ȰÈÏÍÅȱ ÔÏ Ô×Ï ÏÆ 

the most important such global codes of conduct.  

The Ethical Trading Initiative (ETI) was established in 1998 at the initiative of the recently established 

Department of International Development of the British government, the government department which 

is responsible for promoting international development. The British government continues to provide 

funding for the ETI, though it does not formally participate in its governance. Rather, the ETI is governed 

by an alliance of firms, trade unions and NGOs. More than sixty firms with combined revenues of 170 

billion pounds belong to the ETI; they include supermarkets, fashion retailers, department stores, and the 

major suppliers to British retailers of food, beverages, flowers, clothing, shoes, homewares and other 

products. Its membership also includes eight international trade unions representing nearly 160 million 

workers from virtually every country where free trade unions exist, and more than a dozen NGOs. The 

ETI works with its corporate members to propose, investigate, and promote improvements in working 

conditions in developing countries for manufactured goods as well as agricultural products. It has 

developed both a base code of conduct, as well as codes tailored to specific agricultural and industrial 

sectors. While not formally an accreditation scheme, firms that fail to demonstrate compliance with its 

standards can be excluded from membership. 

A similar policy dynamic took place in the United States. Beginning in the early 1990s, the American 

Department of Labor began to pressure apparel manufacturers to privately monitor their domestic 

ÃÏÎÔÒÁÃÔÏÒÓ ÆÏÒ ×ÁÇÅ ÁÎÄ ÈÏÕÒ ÖÉÏÌÁÔÉÏÎÓ ÄÕÅ ÔÏ ÔÈÅ $ÅÐÁÒÔÍÅÎÔȭÓ ÌÁÃË ÏÆ ÒÅÇÕÌÁÔÏÒÙ ÃÁÐÁÃÉÔÙ ÔÏ 

adequately police this industry. During the mid 1990s, faced with media attention on poor working 

conditions in supplier factories outside the United States, most notably by suppliers to Kathie Lee Gifford 

and Nike, Labor Secretary Robert Reich convened several meeting of labor rights advocates and apparel 

executives, first in an informal forum and subsequently in a presidential task force labeled the Apparel 

Industry Partnership (AIP). Like the British Government, the Clinton Administration decided on a 

compromise strategy, one which steered a middle ground between stronger domestic or international 

labor regulation, (whose adoption was not politically feasible due to strong opposition from both 

American based firms and developing country governments), and taking no action (which would have 

angered both domestic trade unions and anti-sweatshop non-governmental activists).  

!ÃÃÏÒÄÉÎÇÌÙȟ ÔÈÅ $ÅÐÁÒÔÍÅÎÔ ÏÆ ,ÁÂÏÒ ÅÎÄÏÒÓÅÄ Á ÓÅÔ ÏÆ ȰÍÏÄÅÌ ÂÕÓÉÎÅÓÓ ÐÒÉÎÃÉÐÌÅÓȱ ÔÈÁÔ ÅÎÃÏÕÒÁÇÅÄ 

firms to adopt and implement voluntary codes of conduct for their international business operations. The 

AIP in turn led to the development of a global voluntary code, called the Fair Labor Association (FLA). The 

FLA is a nonprofit organization which is formally governed by representatives from industry, universities, 

(who have participated in order to improve labor conditions in factoriÅÓ ÍÁÎÕÆÁÃÔÕÒÉÎÇ ÕÎÉÖÅÒÓÉÔÙ ȰÌÏÇÏȱ 

products), and non-government organizations.  

It also works closely with both NGOs and trade unions in developing countries. The latter play an 

important role in monitoring and reporting on local factory conditions and in providing training and 

services to workers. Currently, the FLA has 170 university affiliates, twenty-six participating firms which 

represent virtually all global brands selling footwear, apparel, and athletic equipment in the United States, 

and a dozen suppliers, primarily located in Asia. The FLA employs its own independent inspectors who 
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make unannounced visits to the suppliers of participating firms and issues detailed annual reports that 

describe the results of its external monitoring.  

Fair Trade International (FTI) represents another important new voluntary global initiative to address 

the problems of global economic inequality. In contrast to both the ETI and the FLA, FTI is a non-profit 

social enterprise which works directly with farmers in developing countries and the distributors of 

agricultural products in developing ones. It represents a private, voluntary, market-based response to the 

global market failure caused by the low prices received by many farmers for many of their agricultural 

product, which are often too low to enable them to recover their production costs ɀ let alone improve 

their living standards.  

FTI was established in 1997 as an international consortium of seventeen national Fair Trade Certification 

systems located in Europe, North America, and Japan. The FTI works by certifying producers in developed 

countries who meet various social criteria. ,ÉËÅ +0ȟ &4) ÈÁÓ ÅÓÔÁÂÌÉÓÈÅÄ Á ÃÏÍÐÌÅØ ȰÃÈÁÉÎ ÏÆ ÃÕÓÔÏÄÙȱ 

system that tracks commodities from developing to developed countries. The products produced by 

ÃÅÒÔÉÆÉÅÄ ÐÒÏÄÕÃÅÒÓ ÁÒÅ ÐÒÏÍÉÎÅÎÔÌÙ ÌÁÂÅÌÅÄ Ȱ&ÁÉÒ 4ÒÁÄÅȟȱ ×ÈÉÃÈ ÅÎÁÂÌÅÓ ÓÏÃÉÁÌÌÙ ÍÉÎÄÅÄ ÃÏÎÓÕÍÅÒÓ ÔÏ 

ȰÖÏÔÅȱ ÔÈÅÉÒ ÖÁÌÕÅÓ ÉÎ ÔÈÅ ÍÁÒËÅÔÐÌÁÃÅȢ &4 ÌÁÂÅÌÅÄ ÐÒÏÄÕÃÔÓ ÔÙÐÉÃÁÌÌÙ ÃÏÍÍÁÎÄ Á ÐÒÉÃÅ ÐÒÅÍÉÕÍ ÁÎÄ &4) 

then passes on the additional revenues it receives ɀ minus its administrative costs ɀ to certified 

agricultural producers. FTI guarantees these farmers above world-market prices for their products, thus 

enabling them to improve their living standards and to invest in community development projects. 

Fair Trade is probably the best known social or ethical product label. While the products marketed under 

the FT label include bananas, chocolate, sugar, flowers, and nuts, the most important Fair Trade labeled 

product is coffee, a USD 80 billion annual industry and the second most widely internationally traded 

commodity. FT certified coffee is produced by more than 250 smallholder coffee cooperatives and 

700,000 affiliated farmers. Sales of FT certified coffee have been increasing rapidly. Between 1999 and 

2006, sales of FT certified coffee tripled in the United States, where it is now carried by more than 35,000 

ÒÅÔÁÉÌÅÒÓ ÁÎÄ ÒÅÓÔÁÕÒÁÎÔÓȟ ÉÎÃÌÕÄÉÎÇ 3ÔÁÒÂÕÃËÓȟ 0ÒÏÃÔÅÒ Ǫ 'ÁÍÂÌÅȟ 7ÉÌÄ /ÁÔÓȟ 3ÁÒÁ ,ÅÅ ÁÎÄ $ÕÎËÉÎȭ $ÏÎÕÔÓ. 

Its market share is higher in Western Europe, where it has enjoyed strong support from social 

democratic, green and labor political parties as well as from several European governments and the EU. 

Cafedirect, a leading FT brand in which the NGO Oxfam has an equity stake, is the sixth largest coffee 

retailer in Britain. In 2004 it paid a premium of 2.6 million pounds over the world market price for the 

coffee it imported. Globally, in 2008, more than 471,000 metric tons of coffee was FT certified. TransFair 

USA claims that between 1988 and 2008, FT coffee sales generated $143 million USD in additional 

revenue to farmers and producer organizations, effectively doubling their net revenues (Bacon, 2010).  

Environment  

Frustrated by the failure of the Rio 1992 Summit to develop an effective international agreement 

ÇÏÖÅÒÎÉÎÇ ÆÏÒÅÓÔÒÙ ÐÒÁÃÔÉÃÅÓȟ Á ÇÒÏÕÐ ÏÆ .'/Ó ÂÅÇÁÎ ÔÏ ÄÅÖÅÌÏÐ Á ÐÒÉÖÁÔÅ ÇÌÏÂÁÌ ÆÏÒÅÓÔÒÙ ȰÔÒÅÁÔÙȢȱ 4ÈÅÉÒ 

efforts were supported by a number of foundations as well as the government of Austria, whose effort to 

develop a labeling standard for tropical forestry products was withdrawn following complaints from 

developing countries to the WTO that it was discriminatory. Following several years of negotiations 

among foresters, scientists, and firms, the Forest Certification Council was established in 1993, and began 

ÏÐÅÒÁÔÉÏÎÓ ÔÈÒÅÅ ÙÅÁÒÓ ÌÁÔÅÒȢ !ÒÇÕÁÂÌÙ ÔÈÅ ÍÏÓÔ ÁÍÂÉÔÉÏÕÓ ÅØÁÍÐÌÅ ÏÆ ÔÈÅ ȰÐÒÉÖÁÔÉÚÁÔÉÏÎ ÏÆ ÅÎÖÉÒÏÎÍÅÎÔÁÌ 

ÇÏÖÅÒÎÁÎÃÅȟȱ ÔÈÅ &3# ÉÓ ÁÎ ÉÎÔÅÒÎÁÔÉÏÎÁÌ ÐÒÉÖÁÔÅ ÓÔÁÎÄÁÒÄ-setting body (Cashore, 2002). Its goal is to 

create a global market for wood harvested in a socially and environmentally sound manner. The FSC has 

developed standards for forestry management and accredits and monitors organizations that in turn 

carry out assessments of wood production practices. It then issues certificates to forestry operations that 

meet its standards that guarantee a chain of custody for wood products from approved forests to those 

firms or individuals who purchase them. The FSC is governed by representatives from environmental and 

social groups, timber firms, corporations, and community forestry groups.  
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As in the case of labor codes that certify producers in developing countries, FSC primarily operates in the 

businessɀto-business market. It relies on sales of wood products to retailers and builders, rather than to 

individual consumers. For western firms, a willingness to give preference to FSC certified products often 

represents a key component of their public commitment to CSR. In the United States, approximately 400 

retailers and builders have agreed to give preference to FSC certified suppliers, many after well-

ÐÕÂÌÉÃÉÚÅÄ ȰÎÁÍÉÎÇ ÁÎÄ ÓÈÁÍÉÎÇȱ ÃÁÍÐÁÉÇÎÓ ÂÙ ÁÃÔÉÖÉÓÔÓȢ 4ÈÅÙ ÉÎÃÌÕÄÅ (ÏÍÅ $ÅÐÏÔ ÁÎÄ ,Ï×ÅȭÓ (ÏÍÅ 

#ÅÎÔÅÒÓȟ ÒÅÓÐÅÃÔÉÖÅÌÙ ÔÈÅ ×ÏÒÌÄȭÓ ÓÅÃÏÎÄ ÌÁÒÇÅÓÔ ÈÏÍÅ ÉÍÐÒÏÖÅÍÅÎÔ ÓÔÏÒÅ ÁÎÄ ÔÈÅ ÓÅÃÏÎÄ ÌÁÒÇÅÓÔ 

American timber retailer. FSC certified wood accounts for one percent of total American sales of wood 

and wood products, but five percent of the sales of wood and wood products in much of Western Europe.  

Thanks to the efforts of the World Wildlife Fund, firms accounting for one-quarter of British consumption 

of wood products have agreed to only sell FSC certified wood. IKEA, whose retail distribution catalogue is 

the largest in the world, only sells FSC certified wood products, while 60 percent of the raw wood used by 

SCAN, a large Swedish paper company comes from FSC certified forests. Many European governments 

have either agreed to have their publically owned forests certified or to give preference to FSC certified 

products when making procurement decisions.  

As in the case of FT certified coffee, the number of hectares of FSC certified wood has grown steadily: it 

increased from 500,000 in 1994 to more than 70 million in 2006, reaching 117 million in 2009. As of 

2009, FSC had certified more than 15,000 forests. ThÉÓ ÒÅÐÒÅÓÅÎÔÓ υ ÐÅÒÃÅÎÔ ÏÆ ÔÈÅ ×ÏÒÌÄȭÓ ÐÒÏÄÕÃÔÉÖÅ 

ÆÏÒÅÓÔÓ ÁÎÄ &3# ÃÅÒÔÉÆÉÃÁÔÉÏÎ ÃÕÒÒÅÎÔÌÙ ÇÏÖÅÒÎÓ χ ÐÅÒÃÅÎÔ ÏÆ ÔÈÅ ×ÏÒÌÄȭÓ ÔÒÁÄÅ ÉÎ ×ÏÏÄȢ 4ÈÅ ÇÌÏÂÁÌ ÖÁÌÕÅ ÏÆ 

sales of FSC certified wood and wood products is currently estimated at more than $20 billion USD. 

However, most FSC certified forests are in developed countries, primarily in Europe.  

BUSINESS AND THE THIRD SECTOR 
These seven case-studies of new forms of global business governance reveal several ways in which the 

role of both corporations and NGOs and third sector organizations are changing. Most obviously, both 

institutions have developed new approaches to help compensate for the global governance gap. Firms are 

acting more like governments: many have expanded their business missions to help advance various 

human rights, social and environmental practices. This does not mean that they have become less 

committed to profit maximization; rather many global firms have come to recognize that it is often in the 

long-term interests of their shareholders to internalize more of the negative externalities of their 

business operations, particularly those that directly affect citizens in developing countries.  

The substantial increases in the number and size of social and ethical funds, along with the growing 

numbeÒ ÏÆ ÏÒÇÁÎÉÚÁÔÉÏÎÓ ÔÈÁÔ ȰÒÁÔÅȱ ÔÈÅ #32 ÐÒÁÃÔÉÃÅÓ ÏÆ ÐÕÂÌÉÃÁÌÌÙ ÔÒÁÄÅÄ ÆÉÒÍÓ ÁÎÄ ÔÈÅ ÉÎÃÒÅÁÓÅÄ 

scrutiny of corporate conduct by the media and activists, have affected the incentives of senior managers 

and many employees: they have come to value a positive social and environmental reputation and to 

recognize the business risks of becoming the target of an activist campaign. Consequently, for many large 

global firms based in developed countries, corporate social responsibility has become a business norm: 

such firms typically subscribe to one or more voluntary codes of conduct, have developed their own CSR 

policies and commitments ɀ often including social and environmental performance standards for 

suppliers ɀ and issue detailed annual reports on their social and environmental practices and programs. 

Equally importantly, global firms increasingly regard NGOs as legitimate claimants in defining and 

implementing their social and environmental commitments in developing countries ɀ as evidenced by 

their willingness to participate in voluntary codes in whose governance NGOs also participate. 

For their part, the global role of NGOs has also changed. A critical factor shaping the expansion of global 

private governance has been the decision of many third sector organizations to address their reform 

efforts directly to global firms and business associations. This shift in strategy reflects their frustration 

with their efforts to persuade governments to expand the scope of effective state regulation at both the 

national and international levels. Many third sector organizations have also become more willing to 
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cooperate with global firms: partnerships between businesses and third sector organizations in 

promoting economic and social development in developing countries have become increasingly common.  

Equally importantly, as the case-studies of both FSC and FTI illustrate, many NGOs have come to assume 

economic roles normally played by for-profit firms. Both these organizations have become social 

entrepreneurs: they have developed what are in effect new kinds of global business models that explicitly 

integrate social or environmental concerns into their market transactions. Significantly, both primarily 

rely on revenue generated through the marketplace: the funding of FSC primarily comes from forestry 

ÆÉÒÍÓ ÓÅÅËÉÎÇ ÃÅÒÔÉÆÉÃÁÔÉÏÎ ÆÏÒ ÔÈÅ ×ÏÏÄ ÔÈÅÙ ÓÅÌÌȟ ×ÈÉÌÅ &4)ȭÓ ÒÅÖÅÎÕÅÓ ÃÏÍÅ ÆÒÏÍ ÃÏÎÓÕÍÅÒÓ ÁÎÄ 

retailers willing to pay a premium price for FT certified products. Like firms, their ability to achieve their 

business objectives is thus dependent on their market competiveness. To accomplish their social and 

environmental goals, FSC must persuade forestry owners to become certified, while FTI must persuade 

retailers and consumers to agree to pay a price premium for the FT certified products. Moreover, like 

firms, both face extensive competition: there are scores of competing forestry certification programs ɀ 

many developed by forestry associations ɀ ÁÎÄ Á ÂÅ×ÉÌÄÅÒÉÎÇ ÖÁÒÉÅÔÙ ÏÆ ȰÅÔÈÉÃÁÌȱ ÃÏÆÆÅÅ ÌÁÂÅÌÓȢ 

A walk down a supermarket coffee aisle presents a terrific diversity of packages including colourful 

tropical birds, trees, farmer faces, cooperative names, and occasionally geographic indications of origin. 

Intertwined with these stories and branding strategies are a growing constellation of third -party 

ÃÅÒÔÉÆÉÃÁÔÉÏÎÓ ÐÒÏÍÉÓÉÎÇ &ÁÉÒ 4ÒÁÄÅȟ /ÒÇÁÎÉÃ ÐÒÏÄÕÃÔÉÏÎȟ "ÉÒÄ &ÒÉÅÎÄÌÙ ÐÒÁÃÔÉÃÅÓȟ ÏÒ 3ÔÁÒÂÕÃËȭÓ #Ȣ!Ȣ&Ȣ% 

Practices. Each program contains its own unique standards and governance structures (Bacon, 2010).  

CONCLUSION  
It is obviously difficuÌÔ ÔÏ ÇÅÎÅÒÁÌÉÚÅ ÁÂÏÕÔ ÔÈÅ ÏÖÅÒÁÌÌ ÉÍÐÁÃÔ ÏÆ ÅÉÔÈÅÒ ÔÈÅ ÉÎÃÒÅÁÓÉÎÇ ȰÐÕÂÌÉÃȱ ÒÏÌÅ ÏÆ 

ÃÏÒÐÏÒÁÔÉÏÎÓ ÏÒ ÔÈÅ ÅØÐÁÎÄÅÄ ȰÍÁÒËÅÔȱ ÒÏÌÅ ÏÆ ÔÈÉÒÄ ÓÅÃÔÏÒ ÏÒÇÁÎÉÚÁÔÉÏÎÓȢ /Î ÏÎÅ ÈÁÎÄȟ ÍÁÎÙ ÆÉÒÍÓ ÈÁÖÅ 

entered into cooperative relationships with third sector organizations in order to provide public services 

or improve the infrastructure for their delivery, and these efforts have clearly had a positive social impact 

in many developing countries.2 !ÃÃÏÒÄÉÎÇ ÔÏ 3ÔÁÒÂÕÃËȭÓ ÖÉÃÅ-ÐÒÅÓÉÄÅÎÔȟ Ȱ.'/Ó ÃÁÎ ÂÅ ÖÁÌÕÁÂÌÅ ÉÎ 

extending the reach of our company to areas where we have interests but no expertise or in-country 

presenceȱ (Parker, 2003). Michael Yaziji (2004) ÁÄÄÓȡ Ȱ.ÏÎÇÏÖÅÒÎÍÅÎÔÁÌ ÏÒÇÁÎÉÚÁÔÉÏÎÓ ÈÁÖÅ ÆÏÕÒ 

strengths that corporations would be well served to heed. They are legitimacy, awareness of social forces, 

distinct networks, and specialized technical expertise.ȱ 

The multi-holder partnerships discussed above have also had a discernable impact on business practices 

that fall within their jurisdiction. KP has significantly reducÅÄ ÔÈÅ ÎÕÍÂÅÒ ÏÆ ȰÃÏÎÆÌÉÃÔȱ ÄÉÁÍÏÎÄÓ ÔÈÁÔ ÁÒÅ 

internationally traded, EITI and FLA have measurably improved the working conditions of many 

employees who work for suppliers to western firms, FSC has improved many forestry practices and FTI 

has improved the living standards of many otherwise impoverished agricultural producers. These, along 

with a wide range of other corporate codes and policies by individual firms to monitor and improve 

environmental and labor practices in their supply chains, are not trivial accomplishments.3 

But it is also important to recognize the limits of these various social and environmental initiatives. 

.ÏÔ×ÉÔÈÓÔÁÎÄÉÎÇ ÔÈÅÉÒ ÉÍÐÒÅÓÓÉÖÅ ÇÒÏ×ÔÈȟ &3# ÁÎÄ &4) ȰÇÏÖÅÒÎȱ ÏÎÌÙ Á ÓÍÁÌÌ ÐÏÒÔÉÏÎ ÏÆ ÉÎÔÅÒÎÁÔÉÏÎÁÌ 

trade in forestry or agricultural commodities. Codes of conduct for labor practices such as the EITI and 

the FLA have been primarily adopted by the largest and most visible transnational firms. Less than five 

percent of transnational firms issue an annual social or environmental report or have subscribed to a 

voluntary code of conduct. Moreover, the majority of worldwide employment is with small and medium 

enterprises that ÁÒÅ ÌÁÒÇÅÌÙ ÕÎÒÅÇÕÌÁÔÅÄ ÂÙ ×ÅÓÔÅÒÎ ÂÁÓÅÄ ÃÏÄÅÓȢ 4ÈÅ Ȱ6ÏÌÕÎÔÁÒÙ 0ÒÉÎÃÉÐÌÅÓȱ ÉÌÌÕÓÔÒÁÔÅ 

                                                                    
2 For an excellent description and analysis of the ways in which many global firms have assumed quasi-government 
ÒÏÌÅÓ ÉÎ ÄÅÖÅÌÏÐÉÎÇ ÃÏÕÎÔÒÉÅÓȟ ÓÅÅ Ȱ0ÕÂÌÉÃ 2ÅÓÐÏÎÓÉÂÉÌÉÔÙ ÁÎÄ 0ÒÉÖÁÔÅ %ÎÔÅÒÐÒÉÓÅ ÉÎ $ÅÖÅÌÏÐÉÎÇ #ÏÕÎÔÒÉÅÓȟȱ California 
Management Review, Spring 2010 (forthcoming) .  
3 See, for example, Vanderberg, 2007 
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another important limitation of private global governance: only firms based in a few western countries 

have subscribed to them. But a growing share of extractive industry investments is from firms based in 

non-western countries, most notably China, who face far few domestic pressures to improve their human 

rights practices.  

Equally importantly, few social ventures are self-supporting. Most remain dependent on the willingness 

of western based companies to allocate additional resources to them. The same is true for corporate 

social responsibility: CSR expenditures must compete with other uses for corporate resources, most of 

which are much more closely linked to their core business objectives. But while there are important 

business benefits for engaging in more responsible behavior, they are rarely important enough to 

persuade firms to allocate sufficient resources to them ɀ especially as doing so neither increases the value 

of their share prices nor the volumes of their sales to consumers.4 Notwithstanding the growth of social 

investment fÕÎÄÓ ÁÎÄ ÓÏÍÅ ÉÎÃÒÅÁÓÅÓ ÉÎ ȰÅÔÈÉÃÁÌȱ ÃÏÎÓÕÍÐÔÉÏÎȟ ÆÏÒ ÍÏÓÔ ÆÉÒÍÓ ÔÈÅ ÂÕÓÉÎÅÓÓ ÂÅÎÅÆÉÔÓ ÏÆ 

better global CSR practices remain modest.  

This limits the ability of CSR policies by firms and social initiatives by third sector organizations to 

address the still pervasive and systematic global and national market and public policy failures. In the 

final analysis, there is no substitute for effective and responsible public policies, both at the global and 

national level. Developed country governments need to be pressured into playing to play a more active, 

and assertive, roleɀ not only by making global firms headquartered in their countries more accountable to 

those affected by their business practices, but equally importantly, by strengthening the capacity and the 

willingness of developing country governments to protect the welfare of their citizenry. In this context, 

what made the KP unusually effective is that is one of the only global business codes of conduct backed up 

by government trade sanctions. It represents the first and only time that the WTO approved a waiver of 

trade obligations based on human rights as well as the first time that a private voluntary certification 

process was granted legal recognition (Aaronson, 2005). In short, in the words of Dana Brown, we must 

ÂÒÉÎÇ ȰÓÔÁÔÅÓ ÂÁÃË ÉÎȱ ÔÏ ÇÌÏÂÁÌ ÂÕÓÉÎÅÓÓ ÇÏÖÅÒÎÁÎÃÅȡ  

Self-regulation cannot replace state action as a means of promoting economic development and 

allowing economies to function in a more just way. To believe that it can sends a dangerous message to 

the powerful actors in our society who have the means to promote this solution. Making global 

regulation more effective requires that states are provided with the tools and capacities to harness the 

opportunities that globalization brings. 

(Brown, 2007)  

                                                                    
4 For a more detailed discussion of the market constraints on CSR, see Vogel, 2005. 
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CORPORATE RESPONSIBILITY AND BEYOND 
We live today in a world vastly out of balance. Population has quadrupled since 1900 and is still rapidly 

increasing despite a slowing of the growth rate, and inequitable distribution of resources has created 

enormous gaps between rich and poor. Population increase is coupled with a still domiÎÁÎÔ ȬÆÒÅÅ ÍÁÒËÅÔȭ 

ideology that favors growth over stability, externalization of costs over internalization, and large over 

small. The current model also favors the weighting of financial interests over social and ecologicalɂor 

even product and service.  

These and other factors have all contributed to the demonstrated lack of balance. Ȭ4ÈÅÍ ×ÈÁÔ ÈÁÖÅ ȰÇÅÔÓȱȭ 

in this world out of whack. In contrast to the past when governments or religious institutions were 

ÄÏÍÉÎÁÎÔȟ ÔÏÄÁÙȭÓ ÍÏÓÔ ÓÉÇÎÉÆÉÃÁÎÔ ÉÎÓÔÉÔÕÔÉÏÎÓ ÁÒe corporations, many of them multinational or global in 

scope. Combined with financial institutions and an emphasis on finance capital, they dominate the 

economy with their narrow focus on maximization of profits. In this scenario, financial-economic 

interests seem to take precedence over other interests that are less immediately visible or tangible, e.g., 

societal, public good, or ecological interests.  

Despite the meltdown of 2008 and its economic fallout, it is largely the rich who keep getting richer, while 

the poorɂand local communitiesɂsuffer the consequences of economic declines, financial instability, 

lack of credit availability, and outsourcing of jobs overseas (from more developed and hence costly 

wherevers to less developed and less costly wherevers). Big bonuses keep getting paid to executives of 

ÔÈÅ ȬÔÏÏ ÂÉÇ ÔÏ ÆÁÉÌȭ ÉÎÓÔÉÔÕÔÉÏÎÓ ÔÈÁÔ ÇÏÂÂÌÅÄ ÕÐ ÇÏÖÅÒÎÍÅÎÔ ÍÏÎÉÅÓȟ ×ÈÉÌÅ ÔÈÅÙ ÃÏÎÔÉÎÕÅ ÔÈÅ ÖÅÒÙ ÓÁÍÅ 

predatory and risky practices that got them in trouble in the first place. Political institutions seem stalled 

and incapable of acting effectively on these serious problems, or the many others affecting nations, states, 

local communities, and their inhabitants. Globally, trust in business is (not surprisingly perhaps) at an all 

time lowɂhowever, trust in ÏÔÈÅÒ ÌÁÒÇÅ ÉÎÓÔÉÔÕÔÉÏÎÓ ÉÓÎȭÔ ÍÕÃÈ ÂÅÔÔÅÒ. From this 50,000 meter level, the 

state of human civilization in the world is not pretty.  

Based on the current situation, what can we expect going forward to 2020? What role will corporate 

responsibility practices in large companies play, if any, in helping to shape a better world? Or how might 

things change for the better if there is any hope at all of substantive change? And, if changes do occur in 

one direction or another, what will be the roles of civil society organizations (CSOs), community-based 

organizations (CBOs), and non-governmental organizations (NGOs) in that transformation? There are, of 

course, any number of possibilities, but below I will focus on three broad outlines that may shape the 

futureɂand then suggest the varying roles that CSOs, CBOs, and NGOs might play in a world thatɂwith 

all the other challenges facing itɂis also dealing with a rapid blurring of sector and organizational 

boundaries that is likely to continue unabated.  

BUSINESS AS USUAL 
Based on what we have witnessed to date, combined with the relative failure of the Copenhagen 15 

meetings and the lack of substantive response to the economic collapse of 2008 at this writing, one 

version of the future is that the current system stays pretty much intact. Despite the imperatives of 



WADDOCK : IMAGINING CORPORATE RESPONSIBILITY IN 2020 

40 | PAGE 

climate change and the manifest problems of the current economic system, entrenched and powerful 

business and governmental interests could conceivably inhibit significant change to deal with these issue, 

trying to ensure that (at least for the relative short term) resources continue to go to the already-

powerful. But because they are already under the scrutiny of activists, NGOs, and CSOs, and because an 

infrastructure that is pressuring companies both subtly and directly for greater responsibility has already 

been established (Waddock, 2008), corporations under this scenario are likely to continue to attempt to 

improve their sustainability and corporate responsibility records (at least superficially, although some 

companies are making substantive changes).  

Under this scenario, the globalization and growth agendas of large multinationals continue, with as much 

externalization of costs, continued outsourcing of jobs to low wage nations (albeit perhaps some 

improvement in wages in some of those countries), as feasible under the new constraints of externally-

imposed sustainability thinking. In addition, the continued and rapid growth of the so-called BRIC (Brazil, 

Russia, India, China) emerging nations, and continued global connectivity, especially the social media of 

web 2.0 technologies, will likely make very visible many of the actions of companies, thereby creating a 

significantly more transparent world whether companies want to live in that world or not.  

Under this scenario, companies will continue to experience pressure to much more openly and 

transparently recognize their roles in dealing with issues of climate change, sustainability, and specific 

issues like participation in zones of conflict, use of water and other resources, and impact on local 

communities. But consumption patterns, the materialist focus that has been fostered by patterns of over-

consumption in the West, the externalization of many social and ecological costs, and the valuing of 

financial and economic interests over the so-ÃÁÌÌÅÄ ȬÒÅÁÌȭ ÅÃÏÎÏÍÙ ÌÁÒÇÅÌÙ ×ÏÕÌÄ ÌÉËÅÌÙ ÃÏÎÔÉÎÕÅ ÐÒÅÔÔÙ 

much unabated, at least until some ecological or social catastrophe caused change. Also continuing 

unabated would be the effects of climate change and an increasing array of ecological problems, ranging 

from water to energy scarcity, to problems with food production and distribution, to issues of human 

security associated with factionalism, poverty, and other forms of strife.  

Since few real changes to the system seem to have occurred in the wake of the economic meltdown, in 

coping with climate change, or in dealing with inequity in the world, this scenario appears probable. Thus, 

the system seems destined to continue business pretty much as usual.  

Or does it? 

SYSTEM CHANGE? 
Despite the entrenched interests, political stalemates, and power struggles that seem poised to keep the 

system as it currently is intact, there is evidence that the creative destruction that Joseph Schumpeter 

talked about in his seminal book Capitalism, Socialism, and Democracy (Schumpeter, 1942) continues to 

this day. This evidence indicates that there is at least the possibility of change in the system, and it can 

potentially come from a number of different forces. Think for just a moment about the ways in which 

companies like Google, eBay, Twitter, Wal-Mart, Microsoft, and Amazon.com, to name just a few, have 

come from start-ups to industry definers and dominators in relatively short periods of time. Did anyone, 

for example, predict the current dominance of search engine Google, the retail dominance (and 

sustainability initiatives) of Wal-Mart, how Amazon.com would come to shift how books (and other 

goods) were soldɂÁÎÄ ×ÉÔÈ ÉÔÓ +ÉÎÄÌÅ ÐÒÏÄÕÃÔ ÔÈÅ ÖÅÒÙ ÆÏÒÍ ÏÆ ÂÏÏËÓȟ ÏÒ Å"ÁÙȭÓ ÁÂÉÌÉÔÙ ÔÏ ÂÒÏËÅÒ Çoods 

from individual to individual, creating wholly new markets? And consider that other start-ups, now 

incipient, might supplant them as well in time.  

CREATIVE DESTRUCTION 
Some of that creative destruction toward greater degrees of responsibility, accountability, and 

sustainability may, in fact, come from within existing (mostly large) businesses that have already moved 

forward on the sustainability and responsibility front. Much of it, however, is likely to come from other 



IMAGINING CORPORATE RESPONSIBILITY IN 2020 : WADDOCK 

 

PAGE | 41 

sources, including an array of what my collaborator Malcolm McIntosh and I have called SEE Change 

enterprises in our forthcoming book by that name.5 SEE Change enterprises wear many stripes and are 

part of what we label the sustainable enterprise economy (SEE). Some of these sustainable enterprises 

may arise out of nations with substantively different economic models than the currently dominant 

nations, e.g., the BRIC nations and polities, and perhaps with either more or less stringent responsibility 

and accountability standards.  

Further, there is always the chance that the dysfunctional and backward looking governments of 

currently developed nations will finally be able to move beyond their stalled positions on sustainability 

and economic reforms and actually effect changes. They will do so, arguably, only with significant 

pressures coming from their citizenry, that is, from progressive civil society organizations (CSOs), non-

governmental organizations (NGOs), and community-based activists, who recognize the need for change 

and put unrelenting pressure on local, regional, and national governments to step up and make those 

changes.  

The possibility that there will actually be significant change from within large corporations that have 

taken the sustainability agenda seriously is quite real although difficult to achieve. This possibility is 

particularly notable in a recent report by the World Business Council for Sustainable Development, Vision 

2050: The New Agenda for Business, which both recognizes the need for and calls for significant change in 

business. This report argues that a stabilized population of nine billion people can be sustainably 

ÓÕÐÐÏÒÔÅÄ ÂÙ ςπυπȟ ÂÕÔ ÏÎÌÙ ×ÉÔÈ ȬÆÕÎÄÁÍÅÎÔÁÌ ÃÈÁÎÇÅÓ ÉÎ ÇÏÖÅÒÎÁÎÃÅ ÓÔÒÕÃÔÕÒÅÓȟ ÅÃÏÎÏÍÉÃ ÆÒÁÍÅ×ÏÒËÓȟ 

business and human behavior (WBCSD, 2010, p. 1. )Ô ÁÌÓÏ ÁÄÍÉÔÓ ÔÈÁÔ Ȭ×ÉÔÈ ÏÒ ×ÉÔÈÏÕÔ Vision 2050, life in 

ςπυπ ×ÉÌÌ ÂÅ ÒÁÄÉÃÁÌÌÙ ÄÉÆÆÅÒÅÎÔ ÆÏÒ ÁÌÌ ÏÆ ÕÓȭ ɉ7"3#$ȟ ςπρπȟ ÐȢ σɊ. Focusing predominantly on the role of 

large corporations, which make up the CEO-led membership of the World Business Council for 

3ÕÓÔÁÉÎÁÂÌÅ $ÅÖÅÌÏÐÍÅÎÔȟ ÔÈÅ ÒÅÐÏÒÔ ÄÅÆÉÎÅÓ ×ÈÁÔ ÉÔ ÔÅÒÍÓ Á ȬÐÁÔÈ×ÁÙȭ ÆÏÒ×ÁÒÄ ÔÏ×ÁÒÄ Á ÓÕÓÔÁÉÎÁÂÌÅ 

future.  

Facing the realities of the current situation, the WBSCD argues for the need for acceptance of the limits of 

global capacity, a redefinition of success and progress, an increase in bioproductivity, lowering ecological 

impacts while simultaneously maintaining quality of life, and improving human development in counties 

currently below acceptable limits (BSCSD, 2010, p. 4). The report further argues for recognition of 

ÄÉÖÅÒÓÉÔÙ ÁÎÄ ÉÎÔÅÒÄÅÐÅÎÄÅÎÔȟ Á ȬÄÉÆÆÅÒÅÎÔȭ ÅÃÏÎÏÍÉÃ ÒÅÁÌÉÔÙ ÐÒÅÍÉÓÅÄ ÎÏÔ ÏÎ ÅÃÏÓÙÓÔÅÍ ÄÅÓÔÒÕÃÔÉÏÎ ÁÎÄ 

ever-increasing consumption, but sustainability and wellbeing, multiparty governance, innovation in 

market solutions via transparency, internalization of externalities, and inclusiveness, among other 

ÆÁÃÔÏÒÓȟ ÅÆÆÅÃÔÉÖÅÌÙ ÄÅÁÌÉÎÇ ×ÉÔÈ ÃÌÉÍÁÔÅ ÃÈÁÎÇÅȟ ÁÎÄ ȬÅÖÏÌÖÅÄȭ ×ÏÒËÐÌÁÃÅÓ ÁÎÄ ÅÍÐÌÏÙÅÅÓ ÔÈÁÔ ÅÆÆÅÃÔÉÖÅÌÙ 

recognize the worth of sustainability and incorporate it deeply in to the business (WBSCD, 2010, p 6).  

4ÈÅ ÒÅÐÏÒÔ ÉÓ ÁÌÓÏ ÒÅÁÌÉÓÔÉÃ ÁÂÏÕÔ ÔÈÅ ÒÉÓË ÔÈÁÔ ÉÔÓ ȬÁÇÅÎÄÁȭ ×ÏÎȭÔ ÂÅ ÆÏÌÌÏ×ÅÄȟ ÎÏÔÉÎÇ ÔÈÅ ÎÅÅÄ ÆÏÒ 

significantly greater systems and holistic approaches that are generally agreed, as well as a new set of 

ÖÁÌÕÅÓ ÆÏÃÕÓÅÄ ÁÒÏÕÎÄ ȬÏÎÅ ×ÏÒÌÄɂÐÌÁÎÅÔ ÁÎÄ ÐÅÏÐÌÅȟȭ ÁÍÏÎÇ ÎÕÍÅÒÏÕÓ ÏÔÈÅÒ ÐÏÓÓÉÂÌÅ ÏÂÓÔÁÃÌÅÓ 

(WBSCD, 2010, p. 32). Although the agenda for 2050 put forward by the WBSCD is still one for a 

globalized world, this report clearly takes seriously the constraints that the world is facingɂand 

recognizing the need for significant change if humanity is to thrive in the future. But though the report is 

ÌÏÎÇ ÏÎ ÄÅÔÁÉÌÓ ÏÆ ÔÈÅ ÖÉÓÉÏÎȟ ÉÔ ÉÓ ÒÅÌÁÔÉÖÅÌÙ ÓÈÏÒÔ ÏÎ ÔÈÅ ȬÈÏ×ȭ ÏÆ ÅÎÇÁÇÉÎÇ ÌÁÒÇÅ ÂÕÓÉÎÅÓÓÅÓ ÉÎ ÔÈÅ ÓÙÓÔÅÍÉÃ 

change process that it argues is needed, nor does it deal in depth with the political realities that must be 

taken into account.  

Not surprisingly, the WBSCD report focuses on the role of large multinational corporations in 

transforming and improving the world (not surprising as its membership is comprised of such MNCs). It 

assumes that these enterprises will somehow be able to transform themselves, their values, their internal 

cultures, and the outlook of their managers and leaders with respect to their roles in society to deal with 

                                                                    
5 Some of the thinking in this paper is also detailed in the book.  
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the manifest problems of the world. Such change, of course, is always possible, and the report does 

recognize the need for innovative approaches to financing (including microfinance and reallocation of 

financial resources to SMEs (small and medium-sized enterprises) and sustainability innovations, 

particularly that support small and medium-sized enterprises (where many jobs are actually created). But 

as many major change initiatives within companies have demonstrated over many years, change is hard. 

Particularly hard is change of the magnitude that is needed to achieve a more sustainable, community and 

citizen-friendly world by 2020 (or 2050 for that matter).  

The WBSCD report, and the many others like it issued by progressive business associations that have 

proliferated in recent years, while forward looking in many respects, falls short because of its attention to 

global corporations, while giving relatively scant attention to other sectors and the enterprises that 

comprise them. It does not deal with the fundamental issue that the growth mantra that underlies our 

current approach to economics and to business is fatally flawed in a resource constrained environment or 

that population growth itself is part of the problem that must be acknowledged.  

The report also does not reflect much understanding that a very different type of change process is 

already underwayɂand that is change from the bottom up, a highly unpredictable form of creative 

destruction (Schumpeter, 1942). In our modern era, creative destruction has many aspects, some of 

which derive from sectors that either blur current sector and organizational boundaries and some of 

which arise in other sectors entirely but have some potential for larger impacts. Nor, as forward-looking 

at the 2050 report is, does the WBSCD focus sufficiently on the boundary-spanning process and pressures 

on large companies that many social and civic enterprises in which already engaged. Below, I will develop 

these aspects of what McIntosh and I are calling SEE Change, while recognizing that the entrenched 

interests of existing large institutionsɂbusiness and public institutions, not to mention the many 

attitudinal, factional, political, human, and other inertial barriers that present obstacles to change.  

THE EVOLVING CORPORATE RESPONSIBILITY/SUSTAINABILITY AGENDA 
Despite the resistance to system change in large for-profit enterprises, many large companies have in fact 

adopted the trappings of corporate responsibility and sustainability in recent years. Particularly since the 

mid-1990s (about the time that the worldwide web became available to the general public, perhaps not 

surprisingly), companies have been trying to enhance their corporate citizenship by adopting a wide 

variety of corporate responsibility and sustainability initiatives. Many if not most of these initiatives are 

what I would label corporate social responsibility, in that they explicitly are meant to benefit society and 

are discretionary rather than strategic to firms. Such initiatives include expansion of existing 

philanthropic programs and foundations, particularly with the larger and more visible multinationals, as 

well as the implementation of many volunteer programs, particularly the US, where volunteerism is more 

common than in those parts of the world where the state still plays a more important role in providing a 

social safety net. Other companies engage in public-private collaborations aimed at improving specific 

aspects of society (e.g., education, health, living conditions in local communities, access to technology, 

food, water, or other resources).  

Working under external pressures arising from local communities where companies have facilities, many 

companies have also implemented extensive corporate community involvement initiatives, attempting to 

work collaboratively with local officials and NGOs on issues of importance to both the community and the 

company. In the US, for example, schools (including K-12 and higher education) receive the largest share 

of company largess, while companies often perceive that there will be benefits from improved schooling 

in the form of better prepared employees. Many companies have also created internal initiatives that are 

aimed at directly benefiting the societies in which they have operations through their charitable 

contributions.  

But as what I have elsewhere called the corporate responsibility infrastructure grew and began placing 

more pressure on the internal and stakeholder- and sustainability-related responsibility practices and 
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activities of large companies, many progressive companies began to more tightly link their sustainability 

and responsibility practices to their strategies. These pressures happened simultaneously with the 

growth of the worldwide web and growing global awareness of sustainability and climate change issuesɂ

ÁÎÄ ÂÕÓÉÎÅÓÓȭ ÒÏÌÅ ÉÎ ÔÈÅÍ. It is this type of strategic understanding and implementation on which the 

7"3#$ ÉÓ ÂÕÉÌÄÉÎÇȟ ÎÏÔ ÔÈÅ ÍÏÒÅ ȬÄÏ ÇÏÏÄȭ ÏÒÉÅÎÔÅÄ ÁÃÔÉÖÉÔÉÅÓ ÏÆ ÐÈÉÌÁÎÔÈÒÏÐÙȟ ÖÏÌÕÎÔÅÅÒÉÓÍȟ ÃÏÍÍÕÎÉÔÙ 

relations, and public-private partnership.  

One brief example may help explain the difference. The US-based coffee company Starbucks has 

developed an integrated approach to both sustainability and its corporate responsibilities that is directly 

linked to its business model. Currently, Starbucks caÌÌÓ ÔÈÅÓÅ ÉÎÉÔÉÁÔÉÖÅÓ ȬÓÈÁÒÅÄ ÐÌÁÎÅÔΆȭȢ !Ó ÄÅÓÃÒÉÂÅÄ ÏÎ 

ÔÈÅ ÃÏÍÐÁÎÙȭÓ ×ÅÂÓÉÔÅȟ 3ÈÁÒÅÄ 0ÌÁÎÅÔΆ ÉÓ 3ÔÁÒÂÕÃËÓȭ ȬÃÏÍÍÉÔÍÅÎÔ ÔÏ ÄÏ ÔÈÉÎÇÓ ÔÈÁÔ ÁÒÅ ÇÏÏÄ ÆÏÒ ÅÁÃÈ 

other and the planet. From the way we buy our coffee, to minimizing our environmental footprint, to 

being involved in local communities. )ÔȭÓ ÄÏÉÎÇ ÔÈÉÎÇÓ ÔÈÅ ×ÁÙ ×Å ÁÌ×ÁÙÓ ÈÁÖÅ. !ÎÄ ÉÔȭÓ ÕÓÉÎÇ ÏÕÒ ÓÉÚÅ ÆÏÒ 

ÇÏÏÄȢȭ 4ÈÅ ÔÈÒÅÅ ÃÏÒÎÅÒÓÔÏÎÅÓ ÏÆ ÈÏ× 3ÔÁÒÂÕÃËÓ ÖÉÅ×Ó ÉÔÓÅÌÆ ȬÄÏÉÎÇ ÂÕÓÉÎÅÓÓȭ ÉÎÖÏÌÖÅ ÅÔÈÉÃÁÌ ÓÏÕÒÃÉÎÇ 

(buying high quality coffee beans that are responsibly growth and ethically traded), environmental 

stewardship, and community involvement (being a good neighbor and bringing partners, customers, and 

communities together).6  

3ÉÍÉÌÁÒ ÃÏÍÍÅÎÔÓ ÍÉÇÈÔ ÂÅ ÍÁÄÅ ÁÂÏÕÔ '%ȭÓ Ȭ%ÃÏ-ÍÁÇÉÎÁÔÉÏÎȭ ÐÒÏÇÒÁÍȟ ×ÈÉÃÈ #%/ *effrey Immelt sees as 

the way of the future, Wal--ÁÒÔȭÓ ÄÒÉÖÅ ÔÏ×ÁÒÄÓ ÓÕÓÔÁÉÎÁÂÉÌÉÔÙ ÁÎÄȟ ÍÏÒÅ ÒÅÃÅÎÔÌÙ ÏÒÇÁÎÉÃ ÁÎÄ ÌÏÃÁÌ ÆÏÏÄÓȟ 

×ÈÉÃÈ ÁÒÅ ÒÁÐÉÄÌÙ ÂÅÃÏÍÉÎÇ ÃÏÒÅ ÔÏ ÉÔÓ ÂÕÓÉÎÅÓÓÅÓȟ ÁÎÄ #ÏÃÁ #ÏÌÁȭÓ ÁÎÄ .ÅÓÔÌÅȭÓ ÔÒÁÎÓÆÏÒÍÁÔÉÏÎ ÏÆ ÔÈÅÉÒ 

water policies, which help them ensure a future increasingly scarce resource. These examples, of course, 

are not intended to argue that any of these companies are perfect. Each still has significant sustainability, 

social-ecological, and accountability issues embedded within its business model. At the same time, each 

has also demonstrated that in the face of stakeholder pressures of various kinds, it is taking at least some 

strategically important social-ecological issues seriously.  

Note that these activities are not charity or volunteer-oriented, but rather directly linked to how the 

business is run and what the business model is. All assume continual growth. While Starbucks is more 

progressive in this respect than many companies (which does not prevent it from being the brunt of much 

community- and activist-based criticism based on its dominant market position and impacts on 

communities), it is in this general direction that corporate emphasis on sustainability and responsibility 

has moved since the mid-1990s. Particularly for branded, large, and visible companies, the integration of 

responsibilities into business models is, at least rhetorically, an important part of their world-facing 

positioning these days. The issue is, however, that fundamentally their business models are still premised 

on continuing growth and a largely-unchanged economic system. The pressures of community, activist, 

and CSOs make that proposition, long term, questionable at best. Add in the emergent process of creative 

destruction wrought by numerous new types of enterprises, and the future may have the potential to be 

reshaped.  

In the processes of creative destruction described by Schumpeter, it is not that large existing institutions 

suddenly decide that they willɂand are able toɂmake the changes that the emerging social, cultural, 

political, and technological landscape demands. Rather creative destruction is an emergent process that 

happens from within an economy or industry, and sometimes within a business from a new internal 

innovation or venture, in which new innovations and entrepreneurial ventures replace existing 

approaches, past innovations, and current systems or institutions. In some ways the emergence of 

corporate responsibility and sustainability initiatives within large enterprises reflects exactly this 

process. At least to some extent corporate responsibility and sustainability initiatives have and will 

continue to (have the potential to) transform existing large companies along the lines suggested by the 

WBSCD.  

                                                                    
6 Starbucks website, Shared Planet, http://www.starbucks.com/sharedplanet/index.aspx, accessed 3/3/10. 
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CREATIVE DESTRUCTION TOWARD A SUSTAINABLE ENTERPRISE ECONOMY?7 
Business focus has changed over time as a result of processes of creative destruction around different 

competitive issues. For example, the general orientation of the US auto industry once moved from a 

decided focus on price ÃÏÍÐÅÔÉÔÉÏÎ ÁÎÄ ÍÁÒËÅÔÉÎÇ ÏÆ ȬÂÅÌÌÓ ÁÎÄ ×ÈÉÓÔÌÅÓȭ ÔÏ Á ÍÏÒÅ ÄÅÃÉÄÅÄ ÑÕÁÌÉÔÙ 

ÏÒÉÅÎÔÁÔÉÏÎ ÄÕÒÉÎÇ ÔÈÅ ρωψπÓ ×ÈÅÎ *ÁÐÁÎȭÓ ÃÁÒ ÃÏÍÐÁÎÉÅÓ ÂÅÇÁÎ ÍÁËÉÎÇ ÍÁÒËÅÔ ÉÎÒÏÁÄÓ. The shift in the 

automobile industry in the 1970s and early 1980s, along with a similar transition in many other 

industries that allowed new competitors to gain dominance over old ones, makes the process of creative 

destruction clearer.  

With this thinking in mind, I have argued elsewhere that because of the various stakeholder pressures 

they are facing, one of the new bases of competition in the future is likely to be a combination of economic 

and social-ecological responsibility, not just profits. Concerned publics in all parts of the world are 

growing more aware of sustainability and social impacts of firmsɂand more connected to like-minded 

thinkers in the various ways that social media are now making possible. The outcome of these new forms 

of connectivity could well be that social-ecological impacts and benefits will likely continue to be raised 

ÕÐ ÁÎÄ ÐÏÔÅÎÔÉÁÌÌÙ ÍÁÄÅȟ ÁÓ ÑÕÁÌÉÔÙ ÎÏ× ÉÓȟ Á ȬÇÉÖÅÎȭ ÏÒ ÆÌÏÏÒ ÆÏÒ ÃÏÍÐÅÔÉÎÇ ÒÁÔÈÅÒ ÔÈÁÎ ÁÎ ÏÐÔÉÏÎÁÌ ÓÅÔ ÏÆ 

activities. Ironically, of course, such a move would return business to its original function of retaining its 

social contract or charter (i.e., papers of incorporation) only so long as it served the public interest 

(Greenfield, 2007).  

The seeds of such transformation toward a more sustainable enterprise economy, based on creative 

destruction, which Clayton Christensen and his colleagues (2006) have called disruptive social 

innovation, are already being planted in many new types of enterprises. Whether any of these 

enterprises, which tend to combine economic and social/ecological goals at their outset (following the 

lead of early pioneers like Ben & *ÅÒÒÙȭÓ )ÃÅ #ÒÅÁÍȟ 4ÈÅ "ÏÄÙ 3ÈÏÐȟ ÁÎÄ 4ÏÍȭÓ ÏÆ -ÁÉÎÅɊ ÈÁÖÅ ÔÈÅ ÐÏÔÅÎÔÉÁÌ 

ÔÏ ÔÒÕÌÙ ÂÅ ȬÄÉÓÒÕÐÔÉÖÅȭ ÏÆ ÔÈÅ ÃÕÒÒÅÎÔ ÓÔÒÕÃÔÕÒÅ ÒÅÍÁÉÎÓ ÔÏ ÂÅ ÓÅÅÎ. But as I will briefly detail below, there 

are numerous types of organizational innovations with some disruptiveɂor simply competitiveɂ

potential that are already underway.  

3ÅÖÅÒÁÌ ȬÍÏÖÅÍÅÎÔÓȭ ÁÎÄ ÉÎÉÔÉÁÔÉÖÅÓȟ ÓÔÉÌÌ ÉÎÃÉÐÉÅÎÔȟ ÈÁÖÅ ÂÅÇÕÎ ÉÎ ÒÅÃÅÎÔ ÙÅÁÒÓ ÔÈÁÔ ÁÒÅ ÁÔÔÅÍÐÔÉÎÇ ÔÏ ÔÁËÅ 

the basics of capitalism and the entrepreneurial spirit and merge them with the social-ecological 

imperatives that are facing the world. 5ÓÉÎÇ ÁÎ ÁÐÐÒÏÁÃÈ ÔÈÁÔ *ÅÄ %ÍÅÒÓÏÎ ɉςππσɊ ÈÁÓ ÃÁÌÌÅÄ ȬÂÌÅÎÄÅÄ 

ÖÁÌÕÅȭ ÁÎÄ *ÏÈÎ %ÌËÉÎÇÔÏÎ ɉρωωψɊ ÈÁÓ ÃÁÌÌÅÄ ÔÈÅ ÔÒÉÐÌÅ-bottom line (economic, social, and environment), 

ÅÎÔÉÔÉÅÓ ÄÅÆÉÎÉÎÇ ÔÈÅÍÓÅÌÖÅÓ ÁÓ Ȭ" #ÏÒÐÏÒÁÔÉÏÎÓȭ ɉhttp://www.bcorporation.net/ ) and Conscious 

Capitalists (http://consciouscapitalism.com/) deliberately combine the profit motive that fuels business 

with social and ecological motivation. Conscious Capitalism, founded by John Mackey, CEO of the US-

ÂÁÓÅÄ ÇÒÏÃÅÒ 7ÈÏÌÅ &ÏÏÄÓȟ ȬÒÅÃÏÇÎÉÚÅÓ ÔÈÅ ÐÏ×ÅÒ ÏÆ ÐÕÒÐÏÓÅ ÁÎÄ ÔÈÅ ÐÒÉÎÃÉÐÌÅ ÏÆ ÉÎÔÅÒÄÅÐÅÎÄÅÎÃÅȟȭ ÓÅÅÓ 

ÌÅÁÄÅÒÓ ÉÎ ÂÕÓÉÎÅÓÓ ÁÓ ȬÓÔÅ×ÁÒÄÓ ÁÎÄ ÆÁÃÉÌÉÔÁÔÏÒÓȟ ÁÎÄ ȬÅÍÂÒÁÃÅÓ ÔÈÅ ÃÏÃÒÅÁÔÉÖÅȟ ÇÅÎÅÒÁÔÉÖÅ ÎÁÔÕÒÅ ÏÆ 

ÂÕÓÉÎÅÓÓȣÔÏ ÂÅ Á ÐÏ×ÅÒÆÕÌ ÆÏÒÃÅ ÆÏÒ ÐÏÓÉÔÉÖÅ ÃÈÁÎÇÅȢȭ8 Founding members in addition to Whole Foods 

include The Container Store, One Natural Experience, and Satori Capital. Similarly, B Corporations sign a 

ÃÈÁÒÔÅÒ ÔÈÁÔ ȬÕÓÅÓ ÔÈÅ ÐÏ×ÅÒ ÏÆ ÂÕÓÉÎÅÓÓ ÔÏ ÓÏÌÖÅ ÓÏÃÉÁÌ ÁÎÄ ÅÎÖÉÒÏÎÍÅÎÔÁÌ ÐÒÏÂÌÅÍÓȟȭ ÁÎÄ ÒÅÑÕÉÒÅÓ Éts 

members to be transparent with respect to their environmental and social practices, institutionalize 

ÓÔÁËÅÈÏÌÄÅÒ ÉÎÔÅÒÅÓÔÓȟ ÁÎÄ ×ÏÒË ÔÏÇÅÔÈÅÒ ÃÏÌÌÅÃÔÉÖÅÌÙ ÔÏ ÄÅÖÅÌÏÐ ÔÈÅ " #ÏÒÐÏÒÁÔÉÏÎ ȬÂÒÁÎÄȢȭ9 Members of B 

Corporation 220 members (at this writing) include ShoreBank, Dansko, Seventh Generation, and New 

Leaf Papers.  

3ÕÃÈ ÄÅÌÉÂÅÒÁÔÅÌÙ ÓÏÃÉÁÌÌÙ ÅÎÔÒÅÐÒÅÎÅÕÒÉÁÌ ÖÅÎÔÕÒÅÓ ÁÒÅ ÐÁÒÔ ÏÆ ÔÏÄÁÙȭÓ ÅÖÏÌÖÉÎÇ business practice. Even 

the International Finance Corporation recognizes them on its website as businesses with mixed motives 

                                                                    
7 This section is developed from Sandra Waddock and Malcolm McIntosh, SEE Change: The Change to a Sustainable 
Enterprise Economy. Sheffield, UK: Greenleaf, forthcoming.  
8 Conscious Capitalism website, About, http://consciouscapitalism.com/?page_id=41, viewed 3/3/10.  
9 B Corporation website, About, http://www.bcorporation.net/about, viewed 3/3/10.  
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ÉÎ Á ÂÒÉÅÆ ÃÏÎÓÉÄÅÒÁÔÉÏÎ ÏÆ ÔÈÅ ȬÆÏÒ-ÂÅÎÅÆÉÔȭ ÃÏÒÐÏÒÁÔÉÏÎ with some potential for making change.10 Like 

social entrepreneurships, the for-benefit corporation mingles social and profitability goals quite 

deliberately. Such ventures have burgeoned since strategy scholar C.K. Prahalad and co-authors focused 

ÔÈÅÉÒ ÁÔÔÅÎÔÉÏÎ ÏÎ ÔÈÅ ȬÆÏÒÔÕÎÅ ÁÔ ÔÈÅ ÂÏÔÔÏÍ ÏÆ ÔÈÅ ÐÙÒÁÍÉÄȭ ÉÎ Á ÂÏÏË ÂÙ ÔÈÁÔ ÔÉÔÌÅ. Although the term 

social entrepreneurship had been around (Ashoka claims to have popularized and even invented the 

ÔÅÒÍȟ ÁÎÄ ÈÁÓ ÓÕÐÐÏÒÔÅÄ ÓÏÃÉÁÌ ÅÎÔÒÅÐÒÅÎÅÕÒÓȭ ÅÆÆÏÒÔÓ ÆÏÒ ÍÁÎÙ ÙÅÁÒÓɊȟ ÔÈÅ ÅÍÐÈÁÓÉÓ ÏÎ ÌÉÎËÉÎÇ ÍÏÎÅÙ-

ÍÁËÉÎÇ ÇÏÁÌÓ ×ÉÔÈ ÓÏÃÉÁÌ ÇÏÏÄ ÃÁÍÅ ÔÏ ÐÏÐÕÌÁÒ ÁÔÔÅÎÔÉÏÎ ×ÉÔÈ ÓÏÍÅ ÏÆ 0ÒÁÈÁÌÁÄȭÓ ɉςππυȟ 0ÒÁÈÁÌÁÄ Ǫ 

Hammond, 2002), work (see also Hart, 2005). Examples of social enterprises include Cafédirect, The Eden 

Project, Kiva (and other microlenders), and Good Guide (a resource for learning about the responsibility 

of companies).  

ON THE BUSINESS SIDE 
On the business side of social enterprise and social entrepreneurship, we find numerous emerging new 

associations like Volans, which are attempting to encourage various forms of social enterprise. Volans 

was founded by John Elkington, also founder of the UK-based consultancy, SustainAbility, and attempts to 

foster social entrepreneurship directly. "ÉÌÌÉÎÇ ÉÔÓÅÌÆ ÁÓ ȬÐÁÒÔ ÔÈÉÎË-tank, part consultancy, and part 

ÂÒÏËÅÒȟȭ 6ÏÌÁÎÓ ÉÓ Á ÎÏÔ-for profit company that works with entrepreneurs attempting to scale social 

innovation globally.11 Though it is more visible than some of its counterparts, it is representative of a new 

class of enterprise that is aimed at supporting small (sometimes very small) and mid-sized multiple 

bottom line enterprises and their entrepreneurs.  

Volans is interested in scalable social entrepreneurship and enterprise so that ultimately the world will 

be operating under a different model than it does today. In a publication entitled The Phoenix Economy: 50 

Pioneers in the Business of Social Innovation, Elkington and his collaborators (2009) suggest that such 

scalable ventures go through a series of stages. 4ÈÅ ÐÒÏÃÅÓÓ ÓÔÁÒÔÓ ×ÉÔÈ Á ȬÅÕÒÅËÁȭ ÍÏÍÅÎÔ ÉÎ ×ÈÉÃÈ ÔÈÅ 

social entrepreneur recognizes an opportunity in a dysfunctional system and is followed by 

experimentation, often in a trial and error manner, which continues until there is sufficient understanding 

and a network of support (e.g., investors, entrepreneurs, and managers) to build a new model of 

enterprise that somehow creates value. 3ÔÁÇÅ τ ÏÆ ÔÈÅ ÐÒÏÃÅÓÓ ÉÓ ÃÁÌÌÅÄ ȬÅÃÏÓÙÓÔÅÍȟȭ ÁÎÄ ÉÔ ÁÓÓÕÍÅÓ ÔÈÁt 

critical mass has arrived as others start to imitate the innovation and new alliances are created. 

5ÌÔÉÍÁÔÅÌÙ ɉÔÈÏÕÇÈ ÔÈÉÓ ÈÁÓ ÎÏÔ ÈÁÐÐÅÎÅÄ ÙÅÔɊȟ ÔÈÅ ÅÃÏÎÏÍÉÃ ÓÙÓÔÅÍ ×ÏÕÌÄ ȬÆÌÉÐȣÔÏ Á ÍÏÒÅ ÓÕÓÔÁÉÎÁÂÌÅ 

stateɂdriving market and institutional transformation.ȭ  

The Phoenix Economy also suggests, as McIntosh and I do in SEE Changeȟ ÔÈÁÔ Á ÓÔÒÕÃÔÕÒÁÌ ȬÒÅÖÏÌÕÔÉÏÎȭ ÏÆ 

sorts is under way. Under this scenario, a new economy embedded with social and sustainability values 

will someday, hopefully in the not too distant future (they predict by 2020) replace the current one, as 

thinking about value and the future will have shifted significantly (Elkington et all., 2009, p. 17). 

Highlighting the growing numbers of social enterprises, Volans names 50 pioneers in its 2009 survey. 

4ÈÅÙ ÁÌÌ ÍÅÔ ÁÔ ÌÅÁÓÔ ÓÏÍÅ ÏÆ 6ÏÌÁÎÓȭ ÃÒÉÔÅÒÉÁ ÆÏÒ ȬÍÏÄÅÌÉÎÇ ÔÈÅ 0ÈÏÅÎÉØ ÁÇÅÎÄÁȡȭ pioneering the business 

of social innovation, creating value blends across a triple bottom line, operating globally, evolving 

ÎÅÔ×ÏÒËÓ ÁÓ ȬÐÏÓÓÉÂÉÌÉÔÙ ÆÁÃÔÏÒÉÅÓȟȭ ÏÆÆÅÒing hope, and aiming for catalytic change (Elkington et al., 2009, p. 

43).  

The 50 Volans pioneers were selected from more than 400 nominations, highlighting the rapid evolution 

of social entrepreneurship at the global level. Among the pioneers are Ashoka (see next section), 

CellBazaar (Bangladesh) of Grameenphone (developing commerce via cell phones), Ceres (business and 

ÉÎÖÅÓÔÏÒ ÎÅÔ×ÏÒË ÔÏ ÉÎÔÅÇÒÁÔÅ ÓÕÓÔÁÉÎÁÂÉÌÉÔÙ ÉÎÔÏ ÃÁÐÉÔÁÌ ÍÁÒËÅÔÓɊȟ '%ȭÓ %ÃÏ-magination, Google, Inc. (for 

multiple initiatives under its philanthropy), the Global Footprint Network, Innocentive (a collaborative 

problem solving network), the Marine Stewardship Council, and Sustainable Asset Management. As can 

                                                                    
10 International Finance Corporation, http://ifcblog.ifc.org/emergingmarketsifc/2007/06/forbenefit_corp.html, 
viewed 3/3/10.  
11 Volans, About, http://www.volans.com/about-volans/, viewed 3/4/10.  
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be noted, these pioneers range widely from initiatives within major corporations to start-ups to NGOs. 

Volans is but one of any number of new enterprises that are aimed at fostering the growth of social 

entrepreneurship, either with grants (e.g., Ashoka) or through supporting micro-enterprise with 

microloans (e.g., Kiva). Indeed, the UN itself has fueled the growth of microenterprise by supporting 

ÏÐÅÎÌÙȟ ÅÖÅÎ ÄÅÃÌÁÒÉÎÇ ςππυ ÔÈÅ ȬÙÅÁÒ ÏÆ ÍÉÃÒÏÃÒÅÄÉÔȢȭ 

ON THE NGO, CSO, COMMUNITY SIDE 
7ÉÔÈ Á ÔÁÇ ÌÉÎÅ ÏÆ ȬÅÖÅÒÙÏÎÅ Á ÃÈÁÎÇÅÍÁËÅÒȟȭ !ÓÈÏËÁ ÈÁÓ ÓÉÎÃÅ ρωψπ ÃÌÁÉÍÅÄ ÔÏ ÂÅ ÔÈÅ ȬÇÌÏÂÁÌ ÁÓÓÏÃÉÁÔÉÏÎ 

oÆ ÔÈÅ ×ÏÒÌÄȭÓ ÌÅÁÄÉÎÇ ÓÏÃÉÁÌ ÅÎÔÒÅÐÒÅÎÅÕÒÓȢȭ12 Although today, there are numerous social enterprises 

×ÈÏÓÅ ÍÉÓÓÉÏÎ ÉÓ ÔÏ ÆÏÓÔÅÒ ÓÏÃÉÁÌ ÅÎÔÒÅÐÒÅÎÅÕÒÓÈÉÐȟ !ÓÈÏËÁ ÉÓ ÔÈÅ ȬÇÒÁÎÄÄÁÄÄÙȭ ÏÆ ÓÕÃÈ ÉÎÓÔÉÔÕÔÉÏÎÓ. Over 

time, Ashoka has selected more than 2000 entrepreneurs from 60 countries to become Ashoka Fellows, 

and provided them with stipends, professional help, and a global network to help them become successful 

social entrepreneurs. )Î ÐÁÒÔÉÃÕÌÁÒ !ÓÈÏËÁ ×ÏÒËÓ ×ÉÔÈ ×ÈÁÔ ÉÔ ÔÅÒÍÓ ÔÈÅ ȬÃÉÔÉÚÅÎ ÓÅÃÔÏÒȟȭ ÏÒ ÃÉÖÉÌ ÓÏÃÉety 

organizations (also called nonprofits and NGOs in various parts of the world) to try to foster the same 

kind of growth and development in that sphere that the business sector experienced in recent years, but 

doing so through social innovation and entrepreneurship rather than governmental support. The choice 

ÏÆ ÔÅÒÍÉÎÏÌÏÇÙ ÉÓ ÄÅÌÉÂÅÒÁÔÅȟ ÁÎÄ ÍÅÁÎÔ ÔÏ ÒÅÆÌÅÃÔ ȬÐÅÏÐÌÅ ×ÈÏ ÃÁÒÅ ÁÎÄ ÔÁËÅ ÁÃÔÉÏÎ ÔÏ ÓÅÒÖÅ ÏÔÈÅÒÓ ÃÁÕÓÅ 

ÎÅÅÄÅÄ ÃÈÁÎÇÅȢȭ13  

The increasing popularity of social entrepreneurship is manifested in the fact that Muhammad Yunus, 

founder of the pioneering microfinance organization, Grameen Bank, which now has evolved to 

encompass numerous types of social enterprise, won the Nobel Peace Prize in 2006. Further, several 

institutions now provide specific support to social entrepreneurs beyond those already mentioned, 

including the Skoll Foundation (and its Social Edge program), Kiva, Global giving, the Schwab Foundation, 

the Acumen Fund, the Kauffman Foundation, and the Draper Richards Foundation, among others.  

The burgeoning of social innovation through social entrepreneurship and enterprise has had the impact 

of fostering the growth of similar organizations to Ashoka, like Volans, and Echoing Green (a similar US-

based support system for social entrepreneurs founded in 1989). Major US universities including 

Harvard, Duke, Columbia, the University of Washington (which sponsors a global competition), Oxford 

University, Stanford, the Tata Institute for Social Sciences, and the University of the Pacific, among others, 

already offer courses or programs in social entrepreneurship. Global institutions like the World Economic 

Forum and the World Bank, along with the United Nations, are also engaged in fostering more social 

entrepreneurship. The fact that so many different types of institutions have become engaged with the 

questions around social entrepreneurship and issues associated with their growth attests to the 

emergence of social entrepreneurship as a new social phenomenon.  

BOUNDARY BLURRING ENTERPRISE 
By most accounts there has been tremendous growth in civil society organizations (nonprofits, non-

governmental organizations (NG0s), civil society organizations (CSOs), community-based organizations 

(CBOs), and similar institutions that are neither governmentally- nor economically-based and motivated. 

Such enterprises exist at multiple levelsɂranging from single individual, web-based activists, to local 

activist groups, to community-based enterprises, to regional and global NGOs with significant clout and 

impact on the world (think, for example, of the Red Cross/Red Crescent, Oxfam, Greenpeace, and WWF, as 

examples). Ecologist Paul Hawken, in researching entities that contribute to what he claims is a largely 

unrecognized global movement around social justice and sustainability issues, has uncovered as many as 

                                                                    
12 Ashoka home page, http://www.ashoka.org/, viewed 3/4/10.  
13 Ashoka, Citizens Sector, http://www.ashoka.org/citizensector, viewed 3/4/10.  
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two million such entities with these focuses in his work on what he terms Blessed Unrest (Hawken, 2008). 

Another study suggests that the US alone has 1.5 million CSOs, and India as many as a million.14 

CSOs, CBOs, and NGOs are typically thought to be part of the civil society sector, but increasingly sector 

boundaries, which were once sacrosanct, are blurring. For example, many social enterprises have begun 

incorporating more business practices to improve their performance. Like their counterpart socially 

entrepreneurially businesses, many are developing businesses internally that provide on-going and 

steady sources of income from internal for-profit activities that support the not-for-profit missionɂand 

cross the boundary between business and civil society. For example, some NGOs sell merchandise at a 

profit or have internal profit-making ventures that help stabilize income flow.  

Other NGOs are social enterprises much like the ones discussed above, except that they are established as 

not-for-profit ventures with a social mission and, rather than needing to make a profit, they simply need 

to earn or otherwise raise enough revenue to support their business in an on-going way. This path makes 

the most sense for social entrepreneurs who think that their venture has some money-making potential, 

but who believe they may still need to do some fundraising of the more traditional nonprofit-oriented 

type to ensure the longevity of the enterprise. Grayston Bakery, long affiliated ×ÉÔÈ "ÅÎ Ǫ *ÅÒÒÙȭÓ )ÃÅ 

Cream (now part of Unilever), is one example of a mixed model. The bakery produces brownies for Ben & 

*ÅÒÒÙȭÓ ÂÙ ÅÍÐÌÏÙÉÎÇ ÔÈÅ ÆÏÒÍÅÒÌÙ ÈÏÍÅÌÅÓÓȟ ÍÅÅÔÉÎÇ Á ÓÏÃÉÁÌ ÍÉÓÓÉÏÎ ÁÌÏÎÇ ×ÉÔÈ Á ÆÏÒ-profit mission of 

producing quality bakery items.  

Some new ways of organizing blur boundaries even more dramatically than do the business-centric 

examples above. One example is that of Global Action Networks (GANS), which have emerged over the 

past several decades. GANs, as Steve Waddell (2003) of Networking Impact (itself a social enterprise) has 

termed them, are networks of parties around a given issue. Examples include the UN Global Compact, the 

Forest Stewardship Council, the Marine Stewardship Council, and the Global Reporting Initiative, among 

many others that have emerged in the world over the past several decades. GANs are defined by being 

global, focusing on issues related to the public interest (v. profits), developing interdisciplinary action-

learning via experimentation among members that helps them address intractable challenges, creating 

diverse networks of stakeholders around their issue, and generating systemic change through cross-

sectoral action. 15  

Other initiatives, like the Slow Food movement (http://www.slowfood.com/), which focuses countering 

fast food and generating pleasure in eating and cooking, the Slow Movement more generally 

(http://www.slowmovement.com/), or the Business Alliance for Local Living Economies (BALLE) 

(http://www.livingeconomies.org/), began locally with activist communities and entrepreneurs, and are 

spreading their messages virally through the internet and local networks that carry forward. BALLE is a 

good example. In just a few years it grew from a few founding members to at this writing encompassing 

some 20,000 entrepreneurs and 21,000 businesses in 80 communities in the US and Canada. "!,,%ȭÓ 

general idea is to build what it calls local living economies (v. globalized ones), using local networks that 

are community-based, green, fair, and accountable to local stakeholders.16  

The blurring of boundaries has come about in some ways because of the pervasiveness of connectivity 

and is being greatly enhanced by the new social media (e.g., FaceBook, YouTube, Twitter, and related 

technologies). Technological connectivity of all sorts, particularly social media also blur many 

boundariesɂpersonal to collective, individual to organization. 4ÈÅÙ ÅÎÁÂÌÅ ÔÈÅ ÅÍÅÒÇÅÎÃÅ ÏÆ ȬÃÏÎÎÅÃÔÅÄȭ 

groups that rarely if ever come together in person, but that can engage actively on issues when called 

upon. 0ÈÅÎÏÍÅÎÁ ÌÉËÅ ȬÆÌÁÓÈ ÍÏÂÓȟȭ ÉÎÔÅÒÅÓÔ ÇÒÏÕÐÓ ÁÒÏÕÎÄ ÂÏÔÈ ÓÐÅÃÉÆÉÃ ÁÎÄ ÇÅÎÅÒÁÌ ÉÓÓÕÅÓȟ ÁÎÄ ÏÔÈÅÒ 

                                                                    
14 Paul Hawken, Blessed Unrest: How the Largest Movement in the World Came into Being and Why No One Saw It 
Coming. New York: Viking Press, 2008.  
15 Scaling Impact, http://www.scalingimpact.net/?p=gan, 3/5/10.  
16 BALLE homepage, http://www.livingeconomies.org/, 3/5/10.  
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web-enabled enterprises are springing up and changing the way that humans, at least in the developed 

and connected world, communicate with each otherɂand with businesses.  

Business today is at a very early stage of figuring out how to deal with these new media effectively, either 

for communicating with stakeholders or spreading its own message. 0ÏÌÉÔÉÃÁÌ ÁÓÓÏÃÉÁÔÉÏÎÓȟ ÌÉËÅ ÔÈÅ 53ȭ 

www.MoveOn.org, can draw upon their membership to contact legislators around specific issues and 

build political clout the larger their networks grow. Local communities, NGOs, and CSOs have all yet to 

fully tap the power of the new social media for engaging their membership and moving actions forward, 

but the potential is there for creating transparency for both themselves and the subjects of their interest.  

CORPORATE RESPONSIBILITY: AN INSUFFICIENT AGENDA? 
What are the implications of all of all these shifts in enterprise (of all sorts), blurring boundaries, and 

connectivity for the future of corporate responsibility? Corporate responsibility practices (aka corporate 

citizenship and corporate social responsibility) ranging from philanthropy to the beginning of the type of 

integration into strategy and the business model noted above have become widely adopted, especially by 

large corporations, over the past couple of decades. CR in its traditional and most widely-accepted guises, 

×ÈÁÔ ) ×ÏÕÌÄ ÃÁÌÌ ÃÏÒÐÏÒÁÔÅ ȬÓÏÃÉÁÌȭ ÒÅÓÐÏÎsibility, or the philanthropy, volunteerism, community 

relations, and other explicit pro-social activities (without necessary bottom line benefit) of firms, is likely 

to continue. I believe, however, that the processes of creative destruction outlined above will create a 

wholly new corporate responsibility agenda over the medium-to-long term.  

In a future-oriented piece, published in The Edge, internet guru David Gerlenter says the fundamental 

ÑÕÅÓÔÉÏÎ ÆÏÒ ÔÈÅ )ÎÔÅÒÎÅÔ ÁÇÅ ÉÓȟ Ȭ7ÈÁÔ ÄÏ ÏÕÒ ÃÈÉÌÄÒÅÎ ËÎÏ× ÔÈÁÔ ÏÕÒ ÐÁÒÅÎÔÓ ÄÉÄÎȭÔȩȭ His answer is that 

ÔÈÅÙ ËÎÏ× Ȭ.Ï×ȟȭ ÂÅÃÁÕÓÅ ÔÈÅ ÉÎÔÅÒÎÅÔ ÉÓ ÁÂÏÕÔ ȬÎÏ×Ȣȭ  

Internet culture is a culture of nowness. The Internet tells you what your friends are doing and the 

world news now, the state of the shops and markets and weather now, public opinion, trends and 

fashions now. The Internet connects each of us to countless sites right now ɂ to many different places 

at one moment in time.  

(Gerlenter, 2010) 

Think about the implications for the future of corporate responsibility if Gerlenter is correct. Information 

ÁÂÏÕÔ Á ÃÏÍÐÁÎÙȭÓ ɉÏÒ ÁÎÙ ÅÎÔÅÒÐÒÉÓÅÓȭɊ ÁÃÃÏÕÎÔÁÂÉÌÉÔÙȟ ÓÔÁËÅÈÏÌÄÅÒȟ ÁÎÄ ÒÅÓÐÏÎÓÉÂÉÌÉÔÙ ÐÒÁÃÔÉÃÅÓ ÁÌ×ÁÙÓ 

ÔÒÁÎÓÐÁÒÅÎÔ ÉÎ ÔÈÅ ȬÎÏ×ȟȭ ÁÎÄ ÉÎÓÔÁÎÔÁÎÅÏÕÓÌÙ ÁÖÁÉÌÁÂÌÅ ÔÏ ÁÎÙÏÎÅ ÉÎÔÅÒÅÓÔÅÄ. Community leaders, activist, 

NGOs, CSOÓȟ #"/Ó ÁÒÅ ÁÌÌ ÐÁÒÔ ÏÆ ÔÈÉÓ ȬÎÏ×ȭ ÃÕÌÔÕÒÅ ÁÓ ×ÅÌÌɂand their activities, too, will be transparent in 

the stream of information available to the world. No one knows exactly what this future will look like or 

what its full implications will be. We can, however, suggest that in a world of such obvious transparency, a 

key will be authenticityɂthe merging of values, actions, strategies, and goals consistently constructively, 

and transparentlyɂwill be tremendously important. And the demand for authenticity is likely to be as 

true for NGOs, CSO, and community groups as it is for business enterprises and blended value enterprises.  

Because transparency for companies (and other types of enterprise, including NGOs, CSOs, and activists) 

will exist whether they want it to or not, it seems to me all enterprises will be under a new and very 

bright spotlight. This spotlight will be enhanced by social media and the numerous CSOs, NGOs, activists, 

and local interest groups in communities. Such actors may well pay attention to specific business entities 

and their activities, and very well may highlight issues of responsibility, sustainability, equity, and 

ÁÃÃÏÕÎÔÁÂÉÌÉÔÙ ɉÍÕÃÈ ÁÓ (Á×ËÅÎ ÆÉÎÄÓ ÔÈÁÔ ÈÉÓ ÍÉÌÌÉÏÎ ÐÌÕÓ ȬÂÌÅÓÓÅÄ ÕÎÒÅÓÔȭ ÅÎÔÅÒÐÒÉÓÅÓ ÄÏɊȟ ÓÉÎÃÅ ÔÈÅÓÅ 

issues are likely to continue to hold center stage for the foreseeable future.  

CSOs, NGOs, and communities will, if I am correct, be able to target problematic activities and bring 

pressure to bear on enterprises with various forms of stakeholder engagement and activism in an effort 

to bring about their desired outcomes, whatever they might be. Larger enterprises will be all the more 

visible the more connectivity increases. Further, the more sophisticated external stakeholders, such as 
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NGOs, CSOs, and community groups, become, the more likely they are to continue to target larger 

enterprises with their activism. Thus, citizen- and NGO-based demands for more accountability by large 

institutions of all sorts will continue to affect the agendas of large corporations.  

But that does not leave smaller enterprises immune, because the reality of web 2.0 media are that 

ÅÖÅÒÙÏÎÅȭÓ ÁÎÄ ÅÖÅÒÙ ÏÒÇÁÎÉÚÁÔÉÏÎȭÓ ÁÃÔÉÖÉÔÉÅÓ ÂÅÃÏÍÅ ÅÁÓÙ ÔÏ ÔÁÒÇÅÔ ÁÔ Á ÌÏÃÁÌ ÌÅÖÅÌ ÁÓ ×ÅÌÌȟ ÐÁÒÔÉÃÕÌÁÒÌÙ 

when some practices are considered problematic by a group of connected observers. Thus, at the local 

level, many more people are becoming aware of the negative impacts of globalization and current 

company practices on their communities, and of the web of connectivity that constitutes many large 

actors today. In a wÅÂ ςȢπ ×ÏÒÌÄȟ ×ÈÅÒÅ ÃÏÍÐÁÎÉÅÓȭ ÁÃÔÉÖÉÔÉÅÓ ÁÎÄ ÐÒÁÃÔÉÃÅÓ ÁÒÅ ÔÒÁÎÓÐÁÒÅÎÔ ×ÈÅÔÈÅÒ ÔÈÅÙ 

want them to be or not, companies will increasingly be held responsible for their impacts. Abetted by the 

proliferation of social-cause NGOs, social enterprise (from both within business and from outside it), and 

blurring sector boundaries, the current largely-reactive corporate social responsibility agenda may 

continue but will likely take second place to more truly strategic and business-integrated responsibility 

and sustainability practices. At least that integration is what needs to happen if we are to achieve anything 

close to the 2050 vision articulated by the WBSCD.  

TOWARD RESPONSIBLE AND SUSTAINABLE COMPANIES 
Based on the foregoing, it seems that there are at least five underlying reasons why a move toward 

embedding sustainability, responsibility, accountability and transparency practices into the strategies 

and practices of all enterprise (profit making or not-for-profit) is important. Such a move could ensure 

that all enterprises live up to a social contract in which they are benefitting society or the natural 

environment (i.e., returning to the original social contract in which companies needed to serve the public 

interest to exist). Whether these strategies result in changes in legal statutes or not, these reasons 

represent significant pressures that companies are likely to face:  

1. There is growing public awareness and a scientific consensus globally about the issues 

associated with sustainability and climate change that is ultimately bound to affect not 

only communities and nations, but also other institutions including companies. 

2. The worldwide web and particularly the advent of web 2.0-based social media have made 

transparency a norm for businesses (and other institutions) whether they want to be 

transparent or not. There are likely to be few places to hide in the web 2.0 world of the 

future, and business models, responsibility and sustainability practices, and stakeholder 

relationships are likely to be at the core of much of this visibility. Enterprises other than 

business will likely face much the same scrutiny, partially as reaction to the scrutiny of 

business.  

3. Sustainability issues will force a de-emphasis on consumption, and possibly a re-emphasis 

on community, relationships, and non-material-based improvements to quality of life, that 

is a move toward defining success in terms of wellbeing rather than growth (which is 

inherently unsustainable).  

4. Also for sustainability reasons, companies are likely to continue to de-materialize as much 

as possible in the face of resource constraints, and shift their emphasis to the provision of 

services, which demand far more stakeholder-facing activity and put the company at 

reputational, goodwill, customer- and employee-retention risk if mishandled.  

5. The dominance of financial institutions over the productive sector of the economy that 

occurred during the run-up to the economic meltdown of 2008 will (hopefully) be 

mitigated and rebalanced in favor of the productive and social sectors, which as I have 

noted will continue to blur. 4ÈÉÓ ÒÅÂÁÌÁÎÃÅ ×ÉÌÌ ÌÉËÅÌÙ ÆÏÃÕÓ ÃÏÍÐÁÎÉÅÓȭ ÁÔÔÅÎÔÉÏÎ ÏÎ ÔÈÅ 

production of socially-beneficial or desirable goods and services. Perhaps as a by-product 

generating more meaningful workplaces, products, and services, something else that 

stakeholders will likely demand.  
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)Î ÔÈÉÓ ×ÏÒÌÄȟ ÒÅÓÐÏÎÓÉÂÉÌÉÔÙ ÐÒÁÃÔÉÃÅÓ ÍÁÙ ÖÅÒÙ ÌÉËÅÌÙ ÍÏÖÅ ÆÒÏÍ ÂÅÉÎÇ ÓÏÍÅÔÈÉÎÇ ȬÎÉÃÅ ÔÏ ÄÏȟȭ ÖÏÌÕÎÔÁÒÙȟ 

and reactive to external social pressures, toɂlike qualityɂpart of the norms of what it means to do 

business in 2020. Corporate responsibility practices may well be a possible source of competitive 

advantage today for pioneering companies (e.g., Starbucks with its global sourcing criteria, Levi Strauss 

with its pioneering supply chain ethical guidelines, GE with Eco-magination, Wal-Mart with its 

sustainability program). It can also be a source of reputational advantage.  

But the fundamentals of sustainability and stakeholder-related responsibilities for businesses as well as 

other enterprÉÓÅÓ ÁÒÅ ÆÁÒ ÍÏÒÅ ÌÉËÅÌÙ ÔÏ ÂÅ Á ÂÕÓÉÎÅÓÓ ÉÍÐÅÒÁÔÉÖÅ ÉÎ ÔÏÍÏÒÒÏ×ȭÓ ×ÅÂ ςȢπ ×ÏÒÌÄ ÏÆ ςπςπ. 

#ÏÎÓÔÁÎÔÌÙ ȬÉÎ ÔÏÕÃÈȭ ÓÔÁËÅÈÏÌÄÅÒÓȟ .'/Óȟ ÁÎÄ ÃÏÍÍÕÎÉÔÙ ÁÃÔÉÖÉÓÔÓ ÍÁÙ ÂÅ ÁÂÌÅ ÔÏ ÐÒÅÓÓÕÒÅ ÃÏÍÐÁÎÉÅÓ ÉÎ 

ways currently unimagined (assuming, of course, no totally disastrous ecological, economic, or 

technological meltdown between now and then, which I think is at least a possibility). If this scenario is at 

all correct, companies will need to move beyond corporate social responsibility to actually realized 

responsible and sustainable companiesɂwith all sizes, shapes, and goal structures.  

Further, there a number of core issues facing the world with its expected continued population growthɂ

and without serious effort, these are unlikely to go away. They include food production and distribution, 

population growth, distribution, and demography, energy sources, water resources, and human security, 

which is related to more equitable distribution of resources. Increasingly, if companies are retain what 

many practitioners call thÅÉÒ ȬÓÏÃÉÁÌ ÌÉÃÅÎÓÅ ÔÏ ÏÐÅÒÁÔÅȭ ɉÆÕÎÄÁÍÅÎÔÁÌÌÙȟ ÔÈÅÉÒ ÓÏÃÉÁÌ ÃÏÎÔÒÁÃÔɊȟ ÔÈÅÙ ×ÉÌÌ 

need to be productively engaged with other citizens, with NGOs, with multilateral and other global 

institutions, and locally with their communities on these issues, even if they currently do not seem to be 

ȬÂÕÓÉÎÅÓÓ ÃÅÎÔÒÁÌȢȭ 

CSOS, NGOS, ACTIVISTS, AND COMMUNITIES IN 2020 
Any kind of shift to a sustainable enterprise economy demands the active involvement and engagement of 

civil society, CSO, and NGOs in a variety of ways. There has been historically unprecedented growth in 

CSOs and NGOs since World War II. Recent work by ecologist Paul Hawken on the social movement that 

ÈÅ ÔÅÒÍÓ ȬÂÌÅÓÓÅÄ ÕÎÒÅÓÔȭ ɉ(Á×ËÅÎȟ ςππψɊ ÓÕÇÇÅÓÔÓ ÔÈÁÔ ÔÈÅÒÅ ÁÒÅ ÍÁÎÙ ÐÅÏÐÌÅ ÉÎ ÔÈÅ ×ÏÒÌÄȟ ÍÏÓÔ ÆÒÏÍ 

civil society, who see the need for this transition and are already working toward it. The problem, as 

Hawken describes it, is that although he has found as many as one to two million blessed unrest 

enterprises (listed on his website), most are unaware of the othÅÒÓȭ ÅØÉÓÔÅÎÃÅ ÁÎÄ ÁÒÅ ×ÏÒËÉÎÇ ÌÁÒÇÅÌÙ 

independently. Contrast that situation to the global identity, clout, and reach of multinational 

corporations, with their marketing knowhow, organizing, and innovation capacities, and instantaneous 

reach of finance institutions globally so that capital now moves without borders.  

By 2020, assuming no massive ecological or economic meltdown that drastically changes the picture, an 

assumption of which I am not entirely sanguine, current trends indicate that many more people than 

today will be technologically connected. The transparency for organizations of all sorts that will be made 

possible by the web and particularly social mediaɂand whatever new media followɂwill make it both a 

more challenging task for CSOs and community organizations, because they will have to filter through this 

information and easier because the information needed will be available quite readily.  

While it is impossible to predict what specific technologies and types of enterprise are likely to take hold 

in the future, it seems reasonable to predict that: 1) connectivity will be greatly enhanced and web 2.0 

types of social media will be prevalent, not just for individuals, but for groups and organizations, 2) 

community organizing, activism, and work by NGOs and CSOs will rely, just as much as business will, on 

web technologies and information based in the so-ÃÁÌÌÅÄ ȬÃÌÏÕÄȭ ÏÆ ÃÏÎÎÅÃÔÅÄ ÂÕÔ ÎÏÎ-local computers for 

sources of information, organizing, and idea-generation.  

In a world where economic and financial interests still dominate social, ecological, and public interest, it 

seems clear that priorities among business, government, and civil society strongly need to be rebalanced. 
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This rebalancing implies that no one set of interests or concerns dominates the others. To effect such a 

ÒÅÂÁÌÁÎÃÉÎÇȟ ÔÈÅÒÅ ×ÉÌÌ ÂÅ Á ÎÅÅÄ ÆÏÒ ÃÉÖÉÌ ÓÏÃÉÅÔÙ ÏÒÇÁÎÉÚÁÔÉÏÎÓ ÏÆ ÁÌÌ ÓÏÒÔÓ ÔÏ ÅÎÇÁÇÅ ȬÓÍÁÒÔÅÒȭ ÁÎÄ ÍÏÒÅ 

proactively with businesses, governments, and other members of civil society. They will need to discover 

and more effectively use the clout that comes from a cohesive and focused concerned citizenry in 

democratic regimes than they have to date. Below are some of the issues that this context poses and some 

suggestions about how CSOs, NGOs, and communities could effectively move their efforts toward forward. 

ACCOUNTABILITY 
One of the key issues for civil society organizations generally is to ensure the integrity, responsibility, 

sustainability, transparency, and, ultimately, accountability of larger institutions, including businesses 

and governmental institutions. $ÏÉÎÇ ÓÏ ÉÓ ÎÏÔ ÅÁÓÙ ÈÏ×ÅÖÅÒ ÉÎ ÔÈÅ ȬÃÏÎÎÅÃÔÅÄȭ ÁÎÄ ÅÖÅÒ ÐÒÅÓÅÎÔ ȬÎÏ×ȭ ÏÆ 

the future, the opportunities will exist for civil society organizations to ensure institutional accountability 

by constantly scanning the activities of relevant organizations, associations, and groups. Doing so will 

ÒÅÑÕÉÒÅ ÔÈÁÔ #3/Ó ÍÁÉÎÔÁÉÎ ÖÉÇÉÌÁÎÃÅ ÁÎÄ Á×ÁÒÅÎÅÓÓ ÏÆ ×ÈÁÔ ÉÓ ÉÎ ÔÈÅ ÇÌÏÃÁÌ ɉÇÌÏÂÁÌ ÁÎÄ ÌÏÃÁÌɊ ȬÎÏ×ȭ ÏÆ 

both cyberspace and on-the-ground actions for relevant information about key players that affect their 

communities. Being effective in doing this means that they will need to develop sufficient understanding 

of the system (including how business operates) to be able to translate information into implications 

accurately.  

The shoe, of course, is also on the other foot. Being part of this ever-ÐÒÅÓÅÎÔ ȬÎÏ×ȭ ÏÆ ÔÒÁÎÓÐÁÒÅÎÃÙ ×ÉÌÌ 

place CSOs and NGOs under just about as much scrutiny for their own practices as the businesses and 

other institutions that they monitor. Demands for accountability from CSOs will be as loud as they are for 

businesses and new ways will need to be developed for ensuring that appropriate levels of accountability, 

authenticity, and integrity are achieved. 

COLLABORATION AND COORDINATION 
Since tiny social enterprises and civil society organizations operating independently (the organizations of 

ȬÂÌÅÓÓÅÄ ÕÎÒÅÓÔȭɊ ÁÒÅ ÕÎÌÉËÅÌÙ ÔÏ ÂÅ ÁÂÌÅ ÔÏ ÁÃÔ ÅÆÆÅÃÔÉÖÅÌÙ ÁÇÁÉÎÓÔ ÍÕÃÈ ÌÁÒÇÅÒ ÉÎÓÔÉÔÕÔÉÏÎÓȟ ÔÈÅÒÅ ×ÉÌÌ ÂÅ Á 

need to learn to determine shared goals and visions and, ultimately, collaborate and coordinate activities. 

Difficult as it is for the independent social entrepreneurs to collaborate (whether are in businesses or not-

for-profit enterprises), they will need to find common ground so that they can combine resources and 

make their voices heard in local, national, and global debates about the future. Particularly for social 

activists and CSOs, the need to consolidate resources to gain clout and political/social impact is likely to 

become ever more apparent. Web 2.0 technologies will aid in this process, as they can potentially provide 

a common means of communication and coordination that can allow the emergence of workable 

frameworks for action on matters of common interest. Only through coordinated action and agreement 

about goals and, to some extent, means, will the interests of civil society be able to be heard as a set of 

countervailing pressures and power in the din of activism likely to be generated by existing institutions.  

RESPONSIBILITIES 
Bringing community, social, and ecological interests into alignment with those of business may be easier 

to the extent that SEE Change enterprises with their blended value approaches grow and begin to become 

major players in the economic landscape. The first skill needed to fulfill these responsibilities is enhanced 

awarenessɂof what the problems are, of how actions today lead to implications tomorrow, of how 

entities are interdependent with each others. In other words, the capacity for systems thinking and 

understanding is likely to be paramount (Waddock and McIntosh, in press). Co-requisite with systems 

understanding is the ability to place attention on issues and goals that are not inherently simpleɂgoals 

ÓÕÃÈ ÁÓ ×ÅÌÌÂÅÉÎÇ ÁÎÄ ÓÏÃÉÅÔÁÌ ÏÒ ÅÃÏÌÏÇÉÃÁÌ ÈÅÁÌÔÈȟ ÎÏÔ ÊÕÓÔ ÔÈÅ ȬÓÉÍÐÌÅȭ bottom line associated with 

accounting and finance.  

Defining wellbeing, determining what elements constitute it, and conveying the idea is inherently more 

difficult than looking at a financial bottom line and determining whether a profit or loss has been 
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attained. Yet we clearly need new society and ecology based definitions of wellbeing that go well beyond 

current measures, e.g., of gross domestic product. (Notably, there are a number of contenders to work 

alongside, or replace, GDP, including the Happy Planet Index and the Genuine Progress Indicator, among 

others). The elements that constitute wellbeing may differ from region to region, or by culture. Any 

definition of wellbeing is likely to include elements of sustainability for the individual as well as the 

natural environment, community connections, availability of productive and meaningful employment and 

non-work activities, among other factors. There is no single metric, at this point anyway, that is fully 

accepted as conveying wellbeing (despite ongoing efforts to develop such metrics). Yet finding some ways 

to articulate the idea of wellbeing as equally or more important than profitability, growth, or other 

simplistic measures will be crucial to a sustainable future.  

The need to balance the social-ecological interests with economic interests brings a set of responsibilities 

that are particularly important for civil society organizations. Such entities will need to develop newɂ

probably web-based and certainly collectiveɂways to pressure regulators and legislators for appropriate 

mandate and regulation. Such regulation can help balance the need for innovation so well handled by the 

business sector with what is important to community or society. Knowing what the needs on both sides 

are will likely demand sophisticated understanding of business and how it operates, not just how civil 

society enterprises operate, not to mention how political change happens. That understanding will need 

to be closely linked with the ability to listen carefully to the concerns, needs, and interests of community 

and society members in ways that go beyond one-dimensional polling.  

Use of sophisticated systemically-oriented approaches (e.g., open space, future search, world café, mind 

mapping) can help in this regard. But these techniques provide complicated rather than simple answers. 

A requisite skill to accompany the use of techniques that tap underlying needs and interests is having the 

communication skill to articulate those needs not simplistically but simply, powerfully, and emotionally 

ÅÆÆÅÃÔÉÖÅÌÙ ÓÏ ÔÈÁÔ ÔÈÅÙ ȬÓÔÉÃËȭ ɉ(ÅÁÔÈ ÁÎÄ (ÅÁÔÈȟ ςππχɊ. This skill is one of being able to articulate ideas so 

that they are, effectively, contagious.  

A SEA FOR CIVIL SOCIETY AND COMMUNITY IN SEE CHANGE 
Dealing with profit-oriented businesses, SEE (sustainable enterprise economy) Change enterprises 

(Waddock & McIntosh, in press), and blurred boundaries presented by blended value enterprises and 

technology will not be easy for members of civil society. Indeed, I have come to believe in writing this 

paper that there is also need for SEA change for civil society. To wit, dealing with the future will demand: 

Seeing, Engaging, and Acting from civil society. 

Seeing. To be effective, civil society members (and others, of course) will need to enlarge their 

perspectives (grow beyond conventional levels of consciousness to post-conventional levels) to 

encompass and understand perspectives from individuals in enterprises quite different from their own 

(business, government, and other CSOs, NGOs, and communities). This new form of  

ȬÓÅÅÉÎÇȭ ÍÅÁÎÓ ÂÅÉÎÇ ÁÂÌÅ ÔÏ ÃÏÐÅ ×ÉÔÈ ÁÍÂÉÇÕÉÔÙȟ ×ÈÉÌÅ ÌÉÓÔÅÎÉÎÇ ÔÏ ÏÔÈÅÒÓ ÉÎ ×ÁÙÓ ÔÈÁÔ ÁÌÌÏ× ÔÈÅ ÏÂÓÅÒÖÅ 

to really hear and understand what is being said, interpret it accurately, and translate its implications for 

others. This type of listening means listening beneath the surface concerns to understand the 

fundamentals of what is being said. Part of this process is the ability to frame ideas so that they are 

engaging and actionableɂthe other two elements of SEA.  

Engaging . The second set of skills for SEA change in civil society is the capacity for engaging others. That 

engagement process, of course, means being able to engage with other like-minded individuals to form 

the coalitions that will be needed to deal effectively with larger entities, to collaborate across their 

boundaries, and coordinate actions. But it will increasingly mean also engaging with others who are not 

necessarily like-minded, e.g., in the blurred other sectors that will demand interaction around issues of 

blended value, organizational interaction, or forward momentum. Such blurred boundary engagement 
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will be more difficult but essential to the success of civil society organizations attempting to work in the 

ÃÏÎÔÅØÔ ÏÆ ÔÈÅ ȬÎÏ×ȭ ÔÈÁÔ ςπςπ ÉÓ ÌÉËÅÌÙ ÔÏ ÐÒÅÓÅnt. 

Acting . The final element of SEA change for civil society is the capacity to act effectively. If civil society can 

learn anything from business, it is the capacity to innovate, act, and implementɂbut to do so with a 

bigger perspective and system understanding. Acting effectively means designing effective and 

coordinated strategies, with clear goals, and well articulated means of achieving those goals. It means 

having the courage to take initiatives when necessary, and the capacity to follow through even when 

obstacles are presented.  

CONCLUSION 
This SEA change for civil society enterprises partly means coordinating and working together by defining 

common goals, even while acknowledging that there are differences. Somehow the task for civil society 

will be to work from a deeper perspective than the surface goals and find what the common ground is in 

initiatives that look different on the surfaceɂand being able to consistently work from that deeper 

perspective. Thus, particularly civil society actors who hope to engage with business have to get beyond 

the us v. them thinking that separates and figure out what it is that all of us want our world to be, not just 

for ourselves, but also for our children and their children. That will require courage, persistence, and real 

leadership from just about everywhere, but that everywhere will be critically important in civil society 

enterprises. We are, after all, all in this together. 
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INTRODUCTION 
Our globalized society is facing tremendous sustainability challenges (Rishcard, 2002) such as climate 

change (Gore, 2006), limited natural resources (WWF, 2008) and poverty (The World Bank, 2007; United 

Nations, 2009) to name just a few. Business is perceived partly as the culprit causing some of the 

problems (Livesey, 2002) and similarly seen as a possible agent to develop solutions to address the 

challenges (Grayson and Hodges, 2004; Porter and Kramer, 2006, Senge et al 2008). To discover potential 

ÓÏÌÕÔÉÏÎÓ ÁÎÄ ÔÏ ÕÐÓÃÁÌÅ ÅØÅÍÐÌÁÒÙ ÐÒÏÊÅÃÔÓ ÉÓ ÃÒÉÔÉÃÁÌ ÔÏ ÅÎÓÕÒÅ ÈÕÍÁÎÉÔÙȭÓ ÃÏÍÍÏÎ ÆÕÔÕÒÅ (World 

Commission on Environment and Development, 1987).  

In recent years social enterprises (Briscoe and Ward, 2005; Doherty, 2009; Lynch and Walls, 2009; SEKN, 

2006) and social entrepreneurs (Bornstein, 2007; Drayton, 2009; Elkington and Hartigan, 2008; Haugh, 

2007; Leadbeater, 1997; Nicholls, 2006; Seelos and Mair, 2005; Yunus, 2009) have been heralded as 

ÐÏÔÅÎÔÉÁÌ ÓÏÌÕÔÉÏÎÓ ÔÏ ÈÕÍÁÎÉÔÙȭÓ ÃÈÁÌÌÅÎÇÅÓȢ 3ÏÃÉÁÌ ÅÎÔÒÅÐÒÅÎÅÕÒÓÈÉÐ ÆÏÒ ÅØÁÍÐÌÅ ÉÓ ÐÅÒÃÅÉÖÅÄ ÁÓ ÈÏÌÄÉÎÇ 

ȰÔÈÅ ÐÏÔÅÎÔÉÁÌ ÔÏ ÁÓÓÉÓÔ ÔÈÅ ÅÃÏÎÏÍÉÃ ÁÎÄ ÓÏÃial development of individuals and societies around the 

×ÏÒÌÄȱ (Haugh, 2007: 743). A central question in the current debate is how to scale solutions which have 

been proven beneficial on a local level (Beloe, et al., 2004; Chambers, 2005; Kramer, 2005; Moore and 

Westley, 2009). If local social businesses could go to scale they could effectively address some of the 

global issues we are confronted with.  

It seems that practitioners have spotted an additional way to large scale social innovation and change ɀ 

social intrapreneurs (Fetzer and Aaron, 2009; Net Impact, 2009; SustainAbility, 2008). The term 

intrapreneur has been defined as a person within a large corporation who takes direct responsibility for 

turning an idea into a profitable finished product through assertive risk-taking and innovation (Macrae, 

1976; 1982; Pinchot, 1983; 1985; Pinchot and Pellman, 1999). Our current working definition for social 

intrapreneurs builds on this definition: 

A person within a large corporation who takes direct initiative for innovation(s) which addresses 

social or environmental challenges profitably. 

The definition explains why social intrapreneurs hold the potential to large scale innovation and change. 

3ÏÃÉÁÌ ÉÎÔÒÁÐÒÅÎÅÕÒ 'ÉÂ "ÕÌÌÏÃÈ ÁÔ !ÃÃÅÎÔÕÒÅ ÅØÐÌÁÉÎÓȡ Ȱ!ÆÆÅÃÔÉÎÇ ÅÖÅÎ ÓÍÁÌÌ ÃÈÁÎÇÅ in large organizations 

can lead to significant positive social impact.ȱ (SustainAbility, 2008: 15).  

The value of studying social intrapreneurship lies in its potential to develop solutions to our global 

challenges. In contrast to social entrepreneurs social intrapreneurs can leverage existing infrastructures 

and organizational capabilities to deliver social value already at scale.  

This empirical paper sheds more light on the following three central research questions: 
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1. How do social intrapreneurs generate social innovation and change? 

2. What are their personal characteristics? 

3. How can external institutions such as NGOs and academic centres support their projects and 

personal development? 

We will first present the research methodology applied to generate more insights about social 

intrapreneurs; then we outline first why social intrapreneurs seem to be an under-exploited category of 

change agents as they are generating social innovation and change. In a second step we drill deeper into 

the personal characteristics of the social intrapreneur such as their mindset, their skills and behaviours. 

In the discussion section we shed light on the role of external institutions such as NGOs and academic 

centres in the personal development of social intrapreneurs as well as of their social innovations. The 

final conclusions summarize the arguments presented and describe the implications for practice and 

future research.  

RESEARCH METHODOLOGY 
As the field of social intrapreneurship has not yet attracted academic attention we took a qualitative 

research approach (Miles and Huberman, 2005; Strauss and Corbin, 1998; Taylor and Trujillo, 2001). We 

tried to identify different cases of social intrapreneurship which could be compared following a 

comparative case study approach (Eisenhardt, 1989; Yin, 2003). In this process we used the working 

definition of social intrapreneurs presented above to distinguish from existing models such as tempered 

radicals (Meyerson, 2001; Meyerson, 2004), corporate volunteers (Liao-Troth, 2008), corporate 

responsibility champions (Exter, 2009) as well as green teams (Esty and Winston, 2009). Social 

intrapreneurs further social and environmental goals while at the same time generating a profit for their 

employers.  

The first group of cases was identified by reviewing existing practitioner publications on the subject 

(Fetzer and Aaron, 2009; Net Impact, 2009; SustainAbility, 2008) as well as profiles available on the 

!ÓÐÅÎ )ÎÓÔÉÔÕÔÅȭÓ &ÉÒÓÔ -ÏÖÅÒÓ &ÅÌÌÏ×ÓÈÉÐ 0ÒÏÇÒÁÍ ×ÅÂÓÉÔÅȢ  

The second group of cases was obtained by issuing a call for participation through the Ethical Corporation 

magazine, personal contacts and postings at different listservers around the issue of social innovation and 

change. We did semi-structured interviews (Miles and Huberman, 2005) with all prospective self-

identified social intrapreneurs who answered our call. In total 25 interviews have been conducted to date 

with social intrapreneurs. To control for validity social intrapreneurs were asked to review and release a 

short summary of the interview ɀ a process known as communicative validation (Yin, 2003).  

To further validate our sense-making process we did interviews with intermediaries in the social 

innovation space such as the authors of previous publications on social intrapreneurs. In total 5 

interviews have been conducted with intermediaries.  

The study of previous publications and web profiles, together with interviews with social intrapreneurs 

as well as intermediaries helped us to triangulate results (Jick, 1979). The data was analyzed following 

3ÔÒÁÕÓÓ Ǫ #ÏÒÂÉÎȭÓ (1998) process of description, conceptual ordering and theorizing. Secondly a form of 

analytic induction (Wilson, 2004) was used to compare constructs across cases. This process helped to 

facilitate cross-case comparison and is considered a suitable method for building theory and testing ideas 

across multiple cases (Miles and Huberman, 2005). 

In the presentation of the results we are following a qualitative constructivist approach (Berger and 

Luckmann, 1966; Hemingway, 2005) not claiming to demonstrate a true or false report on reality but 

instead to access a repertoire of narratives. 
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SOCIAL INTRAPRENEURS - AN UNDER-EXPLOITED CATEGORY OF CHANGE AGENTS 
Social intrapreneurs create innovations which are both socially and financially beneficial by leveraging 

the resources and capabilities of their organizations. Nick Hughes and Susie Lonie from Vodafone are 

ÅØÁÍÐÌÅÓȟ ÌÅÖÅÒÁÇÉÎÇ 6ÏÄÁÆÏÎÅȭÓ ÅØÐÅÒÔÉÓÅ ÉÎ ÔÅÌÅÃÏÍÍÕÎÉÃÁÔÉÏÎÓ ÁÎÄ ÔÅÃÈÎÏÌÏÇÙ ÔÏ ÐÒÏÖÉÄÅ ÂÁÎËÉÎÇ 

solutions to the people of Kenya, making their financial life easier and more secure (Basu, 2008; 

SustainAbility, 2008: 35). Developed by the British telco giant Vodafone and the Kenyan mobile 

telecommunications provider Safaricom, their service is called M-PESA: M stands for mobile and PESA is 

Swahili for money ɀ ÁÎ ÏÂÖÉÏÕÓ ÎÁÍÅ ÆÏÒ Á ÍÏÂÉÌÅ ÂÁÎËÉÎÇ ÓÙÓÔÅÍȢ +ÅÎÙÁȭÓ ÂÁÎËÉÎÇ ÉÎÆÒÁÓÔÒÕÃÔÕÒÅ ÉÓ ÓÏ 

poor that it does not reach about 80% of the population. Mobile phone use is much more widespread. 

According to the Financial Sector Deepening (FSD) Trust over 54% of the population - including even the 

rural poor - own mobile phones. No wonder, then, that within one year from its launch in February 2007 

more than 200,000 customers registered for the M-PESA service. 

M-PESA is a example for the work of social intrapreneurs in the space of inclusive business (UNDP, 2008) 

and Business at the Bottom of the Pyramid (Prahalad, 2005; Prahalad and Hart, 2002). The societal 

challenge here is to bring the benefits of business to low-income families thus increasing their quality of 

life. In Latin America alone, 33% of the population, around 180 million people are considered poor 

(ECLAC, 2009). While being poor they have the same nutritional, security, housing and other needs as 

middle class citizens and usually have to pay a much higher price for such services (Prahalad and Hart, 

2002). Social intrapreneurs are alleviating this situation. Some of them use the capabilities of 

multinational insurance companies to offer micro-insurance to low-income families. Their offerings of 

health, life, accident and disability insurance are already reaching more than 2.3 million people in 

developing countries. Others such as Ian Mackintosh at SABMiller are working with local farmers and 

indigenous communities to source natural ingredients for their production process giving these suppliers 

a stable source of income. Social intrapreneurs in the energy sector are trying to leverage the business 

expertise of their employers to provide micro-energy solutions to off-grid villages. 6ÉÊÁÙ 3ÈÁÒÍÁȭÓ 3ÈÁËÔi 

initiative at Hindustan Unilever, India's largest fast moving consumer goods company, is another example 

addressing the financial divide (SustainAbility, 2008: 40). 3ÈÁËÔÉ ÍÅÁÎÓ Ȭ0Ï×ÅÒȭ ÉÎ 3ÁÎÓËÒÉÔ ÁÎÄ ÉÔÓ 

primary aim is to empower Indian women to become micro-ÅÎÔÒÅÐÒÅÎÅÕÒÓ ÂÙ ÄÉÓÔÒÉÂÕÔÉÎÇ ÔÈÅ ÃÏÍÐÁÎÙȭÓ 

products such as detergents, toilet soaps, and shampoos in small rural villages. Figures indicate that the 

program created employment for over 40,000 women entrepreneurs ɀ thereby doubling their daily 

iÎÃÏÍÅȢ 4ÈÅ ÉÎÉÔÉÁÔÉÖÅ ÃÈÁÎÇÅÄ ÔÈÅ ÌÉÖÅÓ ÏÆ ÐÁÒÔÉÃÉÐÁÔÉÎÇ ×ÏÍÅÎ ÌÉËÅ 3ÕÓÈÅÅÌÁȡ Ȱ7ÈÅÎ ÔÈÅ ÐÅÏÐÌÅ ÓÅÅ ÍÅȟ 

ÔÈÅÙ ÃÒÏ×Ä ÁÒÏÕÎÄ ÍÅ ÁÎÄ ÃÁÌÌ ÍÅ Ȭ3ÈÁËÔÉ ÁÍÍÁȭȢ ) ÁÍ ÓÏÍÅÏÎÅ ÔÏÄÁÙȢȱ (Wright, 2008).  

Another big area social intrapreneurs are addressing is resource consumption and waste. Resources are 

used to produce goods and services, which, after their use, end up in landfills around the globe. The 

United Kingdom, for example, produces more than 434 million tons (478 million US short tons) of waste 

every year. This rate of rubbish generation would fill the Albert Hall in London in less than two hours. On 

average, each person in the UK throws away seven times their body weight (about 500kg) in rubbish 

every year. To deal with this issue, the UK government has issued a landfill directive encouraging waste 

avoidance and recycling. The associated landfill tax is regarded as a key mechanism in enabling the UK to 

meet the demanding targets (Spitzeck, 2010). Initiatives like these provide an additional financial 

motivation to reduce resource consumption and waste going to landfill. Richard Ellis at Alliance Boots in 

the UK implemented a recycling programme which saved 256 tonnes of rubbish from going to landfill. 

This engagement saved his company £156,000 in landfill tax (Fetzer and Aaron, 2009). Other examples 

are saving water by innovative drip irrigation systems which help farmers in dry areas to efficiently 

water their plants. Social intrapreneurs in logistics optimize their routes in order to save petrol and to 

avoid emissions. To develop chemicals from natural ingredients instead of oil is the challenge for one 

social intrapreneur at an international pharmaceutical company.  

Climate change is another area of activity for social intrapreneurs. Social intrapreneurs at different 

telecommunication companies are promoting teleworking solutions to improve employee satisfaction, 
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reduce traffic and congestion as well as reducing CO2 emissions. Hugh Saddington at the Australian 

telecommunications company Telstra has successfully championed a series of carbon calculators for 

Telstra clients to see how much their use of various Telstra services such as video-conferencing will 

reduce their carbon footprint. The more successfully they sell these products and services the better for 

the planet. Early in their career with the German electrical engineering company Siemens, the IT 

professionals Mark Siebert and David Murphy built an internal network of people interested in 

sustainability issues. This group of socially and environmentally sensitive colleagues discussed issues in 

the intersection of IT and sustainability. The first wave of their engagement concentrated on Ȱ'ÒÅÅÎ )4ȱ ɀ 

eco-friendly and resource saving applications resonated with their employer as well as with clients which 

were able to save costs related to their IT infrastructure. At the same time this lowered emissions from 

energy consumption.  

The activities of other social intrapreneurs focus on awareness building as well as leveraging other 

ÏÒÇÁÎÉÚÁÔÉÏÎÓȭ ÅÆÆÅÃÔÉÖÅÎÅÓÓȢ %ÓÐÅÃÉÁÌÌÙ ÓÏÃÉÁÌ ÉÎÔÒÁÐÒÅÎÅÕÒÓ ×ÏÒËÉÎÇ ÆÏÒ ÍÅÄÉÁ ÃÏÍÐÁÎÉÅÓ ÈÁÖÅ ÒÅÁÌÉÚÅÄ 

that there is a significant segment of the population interested in sustainability issues. On one side this 

represents a new reader segment; on the other hand it puts sustainability issues in the mainstream 

media. For example, marketing company Ogilvy was able to attract new clients by launching green 

marketing offers (Fetzer and Aaron, 2009). Finally there are social intrapreneurs leveraging the 

capabilities of consulting firms to enhance the effectiveness of civil society organizations. Gib Bulloch at 

!ÃÃÅÎÔÕÒÅ ÉÎÉÔÉÁÔÅÄ !ÃÃÅÎÔÕÒÅȭÓ $ÅÖÅÌÏÐÍÅÎÔ 0ÁÒÔÎÅÒÓÈÉÐ ÐÒÏÇÒÁÍ (SustainAbility, 2008: 15, 48), Jo da 

3ÉÌÖÁ ÁÔ !ÒÕÐ ɍ&ÏÒÃÅ ÆÏÒ 'ÏÏÄ ςππωɎ ÁÎÄ 2ÁÌÆ 3ÃÈÎÅÉÄÅÒ ×ÁÓ ÂÅÈÉÎÄ 0ÒÉÃÅ×ÁÔÅÒÈÏÕÓÅ#ÏÏÐÅÒÓȭ 5ÌÙÓses 

initiative (Pless and Maak, 2009).  

We found the majority of social intrapreneurs to be engaged in inclusive business resource consumption 

as well as climate change. The examples above outline that social intrapreneurs do not necessarily need 

to scale their initiatives themselves, as the small changes they provoke inside big organizations have an 

immediate impact on thousands, and in some cases millions, of people. Research in the field of social 

intrapreneurship is currently driven by practitioners and no academic studies could be identified. From 

our initial results we conclude that the study of social intrapreneurship holds great potential for 

academics interested in social change and innovation.  

THE MINDSET, BEHAVIOUR AND SKILLS OF SOCIAL INTRAPRENEURS 
Beyond identifying how social intrapreneurs act as change agents in companies, we were also interested 

in identifying mindsets, behaviours and skills which are common to social intrapreneurs. Only with the 

right mindset, appropriate behaviours and skills will individuals be able to deal with current 

sustainability challenges (Ashridge, 2008; Gioia, 2002). In contrast with previous practitioner studies 

(Net Impact, 2009; SustainAbility, 2008) which have focused on the lifespan of the projects of social 

intrapreneurs we therefore took as our unit of analysis the personal history of the social intrapreneurs 

themselves. We were particularly interested in discovering through our interviews whether there are 

specific life circumstances (e.g. early exposure to social issues or entrepreneurism; opportunities for 

skills development) or personality traits (e.g. a consistent tendency to persist in the face of adversity; 

openness to new experiences) that are common to social intrapreneurs.  

We were also interested in discovering whether any of these environmental factors or personal 

characteristiÃÓ ÅÎÈÁÎÃÅ ÏÒ ÄÉÍÉÎÉÓÈ Á ÓÏÃÉÁÌ ÉÎÔÒÁÐÒÅÎÅÕÒȭÓ ÃÈÁÎÃÅÓ ÏÆ ÇÕÉÄÉÎÇ Á ÐÒÏÊÅÃÔ ÔÏ Á ÓÕÃÃÅÓÓÆÕÌ 

conclusion (i.e. producing both positive commercial and social impacts). Hemingway (2005) has 

suggested that a corporate social entrepreneur will be active, frustrated, conformist or apathetic 

depending on the interaction between their personal values (collectivist vs. individualistic) and corporate 

culture (supportive vs. unsupportive). We wanted to explore both the antecedent and contemporaneous 

events which shape this interaction in greater detail. 
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Based on our interview data and what we found in the practitioner literature we observed the following 

ideal types of social intrapreneurs: 

Table 1: Types of Social Intrapreneurs 

Type of Social 

Intrapreneur  

Description 

Resigned Quit their company because of a lack of support for their social intrapreneurial ideas. 

Frustrated Remained within the company, but have given up pushing for social innovation and 
concentrating on their core job. 

Emergent Starting out with their idea and it is still unclear how the corporate environment will 

respond. 

Quiet Operating below the corporate radar in order not to attract criticism and objections. 

Tolerated Experimenting with ideas while the company is indifferent or neutral towards their 
activities. 

Embraced The company is actively encouraging the idea empowering the social intrapreneur. 

 

Our interviews suggest that social intrapreneurs may be some or all of these types at different stages, 

during the development of their ideas. While the interaction between the social intrapreneur and the 

corporate environment varies, we observed some stable sets of mindsets, behaviours and skills. 

MINDSET 
A mindset is defined by the principles and values that shape individual decision-making (Avastone 

Consulting, 2007; Kohlberg, 1981). The principles and values of the majority of social intrapreneurs we 

interviewed centre around societal value creation such as preserving nature and serving others. 

Ȱ)ȭÖÅ ÂÅÅÎ ÂÒÏÕÇÈÔ ÕÐ ÎÏÔ ÔÏ ×ÁÓÔÅ ÁÎÙÔÈÉÎÇ Ȣ Ȣ ȢÍÙ ÍÕÍȭÓ Á ÃÏÏË ÁÎÄ ÍÙ ÄÁÄȭÓ Á ÓÏÃÉÁÌ ×ÏÒËÅÒ ÂÕÔ 

ÔÈÅÙȭÖÅ ÁÌ×ÁÙÓ ÈÁÄ ÔÈÅ ÓÁÍÅ ÉÎÔÅÒÅÓÔÓ ÁÓ ÍÅ ɀ ÔÈÅÙ ÌÉËÅ ÇÁÒÄÅÎÉÎÇ ÁÎÄ ÔÈÅÙȭÖÅ ÇÏÔ Á ÂÏÏË ÏÎ ÓÅÌÆ 

ÓÕÆÆÉÃÉÅÎÃÙ ) ÆÏÕÎÄ ÉÎÔÅÒÅÓÔÉÎÇȢȱ 

* * * 

Ȱ) ÁÌ×ÁÙÓ ÌÉËÅÄ ÔÏ ÂÅ ÉÎÖÏÌÖÅÄ Én projects and wanted to see the fruits. I was inspired by an aunty who 

was in Sao Paulo and worked in a favela in Monte Azul with child care centres.ȱ 

* * * 

Ȱ) ÔÈÉÎË ) ÈÁÖÅ Á ÄÉÆÆÅÒÅÎÔ ÍÉÎÄÓÅÔ ɀ ÐÏÓÓÉÂÌÙ ÂÅÃÁÕÓÅ ) ÈÁÖÅ ÈÁÄ ÓÕÃÈ Á ÖÁÒÉÅÄ ÃÁÒÅÅÒȢȱ 

Several of our subjects reported having early experiences of nature ɀ whether by the sea, in the 

countryside or on farms - which kindled an interest in, and often a desire to preserve, the natural 

environment. 

ȰAlthough I was born in London, we then moved to Froom when I was aged 8 ɀ quite a rural town. I spent 

ÔÉÍÅ ÉÎ 7ÁÌÅÓ ÁÔ ÍÙ ÇÒÁÎÄÐÁÒÅÎÔÓȭ ÆÁÒÍ ɀ so had a dual urban and countryside upbringing. )ȭÖÅ ÁÌ×ÁÙÓ 

loved the countryside. )ȭÖÅ ÁÌ×ÁÙÓ ÂÅÅÎ ÁÔÔÒÁÃÔÅÄ ÔÏ ÔÈÅ ÉÄÅÁ ÏÆ ÂÅÉÎÇ ÓÅÌÆ-sufficient which has evolved into 

sustainability.ȱ 

* * * 

Ȱ4ÈÅÒÅ ×ÁÓ ÍÙ ÉÍÍÅÄÉÁÔÅ ÆÁÍÉÌÙ ÁÎÄ ÍÙ ÈÁÌÆ ÓÉÓÔÅÒȭÓ ÆÁÍÉÌÙ ÏÎ a smallholding in Cornwall. . . On a 

smallholding you see where your food comes from. There were influences from there.ȱ 
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Even later experiences can awaken an awareness of nature and the interdependence of people and their 

environment: 

ȰApart from a two-×ÅÅË ÅØÃÈÁÎÇÅ ÉÎ &ÒÁÎÃÅȟ ) ÈÁÄÎȭÔ ÔÒÁÖÅÌÌÅÄ ÁÔ ÁÌÌ. Then I was living in the jungle in 

India ɀ living right up against nature in its raw and beautiful form . . . humanity is there in three 

dimensions, floodlit every day. It was huge ɀ and realising we are all human beings ɀ different from 

home ɀ realising dependency and balance with the environment. My thinking about society and the 

environment goes back to that year.ȱ 

However, social intrapreneurs have overcome the traditional dichotomy of thinking either in business or 

in societal terms. Many of our interviewees struggled with a corporate environment which either placed 

their ideas in a philanthropy or business field. They, however, integrate both ideas (Porter and Kramer, 

2002) and are able to express those with business and societal indicators. 

Ȱ4ÈÅÒÅ ×ÁÓ Á ÌÏÎÇ-term relationship. I could present that in a business framework. 4ÈÉÓ ÉÓÎȭÔ ÁÂÏÕÔ 

ÍÁËÉÎÇ ÍÏÎÅÙ ÂÕÔ ÉÔȭÓ ÎÏÔ ÁÂÏÕÔ ÐÈÉÌÁÎÔÈÒÏÐÙȟ ÅÉÔÈÅÒ. This debate went on for months. People 

presumed this was philanthropy ɀ ) ÓÁÉÄȟ ÎÏȟ ÔÈÉÓ ÉÓ ÁÂÏÕÔ ÄÏÉÎÇ ÇÏÏÄ ÂÕÓÉÎÅÓÓȢȱ 

* * * 

Ȱ+ÅÙ ÌÅÓÓÏÎȩ !ÌÍÏÓÔ ÄÉÓÇÕÉÓÅ ÓÏÃÉÁÌ ÁÓÐÅÃÔÓ ÁÎÄ ÐÒÅÓÅÎÔ ɍÔÈÅ ÐÒÏÊÅÃÔ ÉÄÅÁɎ ÁÓ ÈÅÌÐÉÎÇ ÂÕÓÉÎÅÓÓ ÔÏ ÇÒÏ× 

revenue. You can still talk about sustainability ɀ but emphasise business ɀ then people are happier to 

ÔÁÌËȢȱ 

Our interviewees clearly exhibited principles and values oriented around social and environmental care 

and preservation. /ÎÅ ÉÎÔÅÒÍÅÄÉÁÒÙ ÉÎ ÔÈÅ ÓÏÃÉÁÌ ÉÎÔÒÁÐÒÅÎÅÕÒÓÈÉÐ ÅÎÖÉÒÏÎÍÅÎÔ ÒÅÍÁÒËÅÄȡ Ȱ4ÈÅ ÌÏÙÁÌÔÙ ÏÆ 

ÓÏÃÉÁÌ ÉÎÔÒÁÐÒÅÎÅÕÒÓ ÉÓ ÂÉÇÇÅÒ ÒÅÇÁÒÄÉÎÇ ÔÈÅ ÓÏÃÉÅÔÁÌ ÖÁÌÕÅ ÔÈÁÎ ÔÏ ÔÈÅ ÃÏÍÐÁÎÙȢȱ Therefore we describe 

their mindset as oriented towards societal value creation. However, in contrast to many people working 

in the non-profit sector social intrapreneurs are able to understand the business value of addressing 

societal issues and overcame the dichotomy of either profit or societal value.  

BEHAVIOURS 
Social intrapreneurs demonstrated some dominant behaviours in the way how they became aware of 

societal challenges as well how they would approach resolving them. Three behaviours were most 

common: persistency and self-belief, learning, and outreach. 

All our interviewees referred to being persistent in following through with their ideas especially when 

asked what advice they would give to others. 

 

 Ȱ0ÅÒÓÅÖÅÒÁÎÃÅ ɀ there were times when it felt like I was fighting a guerrilla war inside the 

organisation. "Å ÄÅÔÅÒÍÉÎÅÄ ÔÏ ÍÁËÅ ÈÁÐÐÅÎ ×ÈÅÒÅ ÙÏÕ ÔÈÉÎË ÉÔ ÒÉÇÈÔ ÆÏÒ ÏÒÇÁÎÉÓÁÔÉÏÎȢȱ 

* * * 

Ȱ"Å ÒÅÓÉÌÉÅÎÔ ÁÎÄ ÔÈÉÃË-skinned re. [the] ÃÙÎÉÃÉÓÍ ÁÎÄ ÄÏÕÂÔ ÙÏÕ ×ÉÌÌ ÇÅÔȢȱ 

* * * 

Ȱ$ÏÎȭÔ ÇÉÖÅ ÕÐ ɀ this is where dogged determination comes in. In the early days, I was accused of all 

sorts by competitors, trade associations, the media. It would have been easy to sweep it [labour issues] 

under the carpet. [Q: What kept you going?] I was right and they were wrong. )ȭÄ ÓÅÅÎ ÉÔ ÁÎÄ they 

ÈÁÄÎȭÔȢȱ 

* * * 
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Ȱ"Å ÃÏÕÒÁÇÅÏÕÓȟ ÈÏÌÄ ÏÎ ÔÏ ÙÏÕÒ ÉÄÅÁ ÅÖÅÎ ÉÆ ÔÈÉÓ ÉÓ ÄÉÆÆÉÃÕÌÔ ÁÔ ÔÉÍÅÓȢ )Æ ÙÏÕ ÃÁÎȭÔ ÆÉÎÄ ÔÈÅ ÂÕÓÉÎÅÓÓ ÃÁÓÅ 

for your project ɀ ÔÈÉÎË ÁÇÁÉÎ ÁÎÄ ÃÒÅÁÔÅ ÉÔȢȱ 

Also social intrapreneurs exhibited a strong learning orientation mostly expressing an experiential 

learning experience (Kolb, 1984) which involved trial and error.  

Ȱ) ÌÏÖÅÄ ÅÎÇÉÎÅÅÒÉÎÇ ɀ )ȭÍ Á ÌÅÁÒÎÉÎÇ ÊÕÎËÉÅ ɀ you learn new stuff every day.ȱ 

* * * 

Ȱ)Ô ×ÁÓ ÏÎÅ ÏÆ ÔÈÏÓÅ ÅÎÖÉÒÏÎÍÅÎÔÓ ×ÈÅÒÅ ÉÆ ÙÏÕ ÔÒÉÅÄ ÓÏÍÅÔÈÉÎÇȟ ÙÏÕ ÃÏÕÌÄ ÄÏ ÍÏÒÅ ÏÆ ÉÔ ÉÆ ÙÏÕ 

succeeded. From that I decided to do economics at A levels and maths ɀ decided I wanted to go to 

university and do business. But I wanted to do a sandwich degree ɀ 2 years study, 1 year working, and 

ÁÎÏÔÈÅÒ ÙÅÁÒ ÓÔÕÄÙȢȱ 

Linked to the learning determination seems the fact that many social intrapreneurs reached out to the 

communities or environments where they wanted to make a difference.  

Ȱ) ×ÅÎÔ ÏÕÔ ÔÈÅÒÅ (India) ɀ got a good tour of all of the areas, tried to turn over as many stones as 

possible to see what was going on. )Æ ÙÏÕ ÌÏÏË ÁÔ ÓÏÃÉÁÌ ÉÓÓÕÅÓȟ ÉÔȭÓ ÅÁÓÙ ÔÏ ÂÅ ÔÁËÅÎ ÒÏÕÎÄ ÂÙ ÓÏÍÅÏÎÅ 

with a vested interest. I had been to places people had never been before ɀ ÐÅÏÐÌÅ ÔÈÅÒÅ ÓÁÉÄ ÔÈÅÙȭÄ 

ÎÅÖÅÒ ÓÅÅÎ ÁÎÙÂÏÄÙ ÌÉËÅ ÍÅ ÂÅÆÏÒÅȢ Ȣ Ȣ 9ÏÕȭÖÅ ÇÏÔ ÔÏ ÒÅÁÌÌÙ ÕÎÄÅÒÓÔÁÎÄ ÔÈÅ ÉÓÓÕÅÓ. )ÔȭÓ ÒÅÁÌÌÙ ÅÁÓÙ ÔÏ ÓÁÙ 

bonded labour is a problem. 9ÏÕȭÖÅ ÇÏÔ ÔÏ ÖÉÓÉÔȟ ÕÎÄÅÒÓÔÁÎÄȟ ÄÅÅÐÌÙ ÁÎÁÌÙÚÅ ×ÈÁÔȭÓ ÇÏÉÎÇ ÏÎȢȱ 

* * * 

Ȱ) ÈÁÄ ÓÐÅÎÔ Á Ùear travelling into very remote, poor areas ɀ where a dollar a day seems like a lot of 

money ɀ and I saw then the impact, when I started to pay the farmers for their first crop. I saw the 

wonderment and relief on the faces of farmers ɀ I realised we did not understand poverty. I felt then 

that it should be a mandatory requirement of business to think about this approach ɀ it allowed 

families to create income. I felt proud ɀ [the company] is a pioneer ɀ we should now be promoting this 

to other companies on tÈÅ ÉÎÔÅÒÎÁÔÉÏÎÁÌ ÓÔÁÇÅȢȱ 

* * * 

Ȱ)Î 2×ÁÎÄÁ ) ×ÁÔÃÈÅÄ ÔÈÅ ÆÏÒÅÓÔ ×ÁÌË ÂÁÃË×ÁÒÄÓ ÄÁÙ ÂÙ ÄÁÙȟ ×ÁÔÃÈÉÎÇ ×ÁÔÅÒ ÉÎ ÔÈÅ ÌÁËÅ ÄÒÏÐ ÉÎÃÈ ÂÙ 

inch as water was taken for drinking. )Ô ÇÏÅÓ ÂÁÃË ÔÏ ÍÙ ÔÉÍÅ ÉÎ )ÎÄÉÁȟ ÔÈÅ ×ÈÏÌÅ ÂÕÓÉÎÅÓÓ ÏÆ ÍÁÎËÉÎÄȭÓ 

balance with nature. Part of the world, the developed world has produced amazing things and is 

obsessed by consumerism, yet there are billions of people without. We have one global society floating 

on one shining blue planet floating in the cosmos. That was the beginning of the end of mainstream 

ÅÎÇÉÎÅÅÒÉÎÇ ÆÏÒ ÍÅȢȱ 

Some of the social intrapreneurs were also sent to a local environment for business reasons and 

experienced their epiphany moment during their visit, realizing the potential for societal value creation.  

In sum, social intrapreneurs behaviour can be characterized as being persistent and having a learning 

orientation. The learning extends to really understand the social or environmental issues social 

intrapreneurs want to address and this often involves visiting the areas and communities where they 

want to make a difference.  

SKILLS 
Skills are also called talents and describe learned capacity to perform a task with a minimum outlay of 

time and energy. The common skills we recognized with social intrapreneurs were entrepreneurship and 

communication ɀ both together created the necessary trust social intrapreneurs needed to earn in order 

to pursue their ideas internally.  

Many of our interviewees honed their entrepreneurial skills at an early age, learning how to sell goods 

and services and to address client needs. 
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Ȱ&ÒÏÍ ÁÇÅ ρυȟ ×Å ÁÌÌ ÈÁÄ ÊÏÂÓ ɀ greengrocer, gas station, started making dresses for friends. So quite 

ÙÏÕÎÇ ×Å ÌÅÁÒÎÅÄ ÙÏÕ ÃÏÕÌÄ ÅÁÒÎ ÍÏÎÅÙ ÁÎÄ ÕÓÅ ÉÔ ÔÏ ÄÏ ×ÈÁÔ ÙÏÕ ×ÁÎÔÅÄ ÔÏ ÄÏȢȱ 

* * * 

Ȱ7ÈÉÌÅ ) ×ÁÓ ÉÎ ÓÃÈÏÏÌȟ ) had a part-time job on a market stall ɀ sold pots and pans, M&S seconds, fabric 

ɀ that whole commerce side of things really. I enjoyed it and it attracted me. So from an early age ɀ 12, 

13, 14 ɀ I was learning about making money and being entrepreneurial.ȱ 

Marketing and communication skills appeared to help several of our subjects build a business case for 

their project and engage the support of others.  

ȰWhilst I was there I got more interested in marketing ɀ really understanding what consumers needs 

and wants were ɀ understanding customer/consumer dynamics.ȱ 

Other specialist technical skills in fields such as IT and engineering appear to have aided a number of our 

subjects in preparing an in-depth business case for action, designing or implementing a project. 

Social intrapreneurs also appear skilled at working in partnership with other organisations. This can be 

key to establishing credibility and gaining expertise needed for building the business case for action on 

social/environment issues and to implement, or provide external validation for, social innovation 

programmes.  

Our interviewees reported numerous collaborative relationships with NGOs, educational institutions and 

even commercial organisations as benefiting their projects in various way (see Table 2 for examples 

quoted).  

Ȱ7ÏÒË ×ÉÔÈ .'/s ensured quality market research ɀ probably the most extensive quality market 

research done into that business segment in India. Indian management went to stay with villagers to 

understand themȢȱ 

* * * 

Ȱ%ÖÅÒÙÔÈÉÎÇ I do is checked by an accredited third party. If you get caught through greenwash, the 

ÄÁÍÁÇÅ ÉÓ ÍÁÓÓÉÖÅȢȱ 

Table 2: Partners 

Partner(s)  

GTZ 

University of Birmingham 

Internal partners (Mark Lacy (Sustainability), Mark Purdy (High Performance Institute) 

Late C K Prahalad (U of Michigan professor and business guru) 

SecondNature 

Forum for the Future 

Hadoti Hast Shilp Sansthan (Indian NGO providing welfare services); Media partners (Guardian and Daily 

Telegraph) 

Microenergy International 

WWF Australia 

 

These entrepreneurial as well as communication skills combined with a deep knowledge of their business 

helped them to gain the trust of their employer. This trust then was considered essential for the necessary 

leeway to experiment with new ideas; and to gain the support of key corporate decision-makers who 

determine strategy and have the power to invest resources in social innovation projects. Social 

intrapreneurs have an ability to find and inspire champions to give air-cover and sponsors to sanction 

resources. 
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Ȱ) ×ÁÓ ÌÕÃËÙ ɀ I had two or three senior directors who believed in me. /ÎÅ )ȭÄ ×ÏÒËÅÄ ÆÏÒ ÔÅÎ ÙÅÁÒÓ ɀ he 

knew me as a character ɀ ËÎÅ× ɍÔÈÉÓ ÐÅÒÓÏÎɎ ÄÏÅÓÎȭÔ ÓÅÔ ÈÅÒÓÅÌÆ ÕÐ ÆÏÒ ÆÁÉÌÕÒÅȢȱ 

* * * 

Ȱ)Î ÔÈÅ ÅÁÒÌÙ ÄÁÙÓ ÉÔ ×ÁÓ ÆÁÉÒ ÔÏ ÓÁÙ ÔÈÁÔ ÔÈÅÙ ÊÕÓÔ Ìet me get on with it. 4ÈÅ ÔÒÕÓÔ )ȭÄ ÂÕÉÌÔ ÕÐ ×ÉÔÈ ÔÈÅ 

other directors meant they trusted my judgement. It takes a lot of personal passion and commitment 

ÁÎÄ ÃÏÎÖÉÎÃÉÎÇȢȱ 

* * * 

Ȱ-ÁÎÁÇÅÒÓ ÈÁÖÅ ÁÌ×ÁÙÓ ÇÉÖÅÎ ÍÅ ÌÅÅ×ÁÙ ÂÅÃÁÕÓÅ ÔÈÅÙ ËÎÏ× ) ÄÅÌÉÖÅÒȢȱ 

Trust is linked to a general tolerance of experiments which has been cited as a feature of long-lived 

companies (de Geus, 1997) and those which are generally innovative (Moss Kanter, 1983). 

Social intrapreneurs clearly have entrepreneurial and marketing skills. They know what people want and 

how to address their demands profitably. At the same time these skills help them to generate the trust 

necessary to embark on new ideas with the support of senior executives.  

DISCUSSION  
Our research shows initial signs that social intrapreneurs are currently an under-exploited category of 

change agents which possess a particular mindset, as well as behaviours and skills. External groups such 

as NGOs as well as business schools might help social intrapreneurs to succeed with their ideas thus 

leveraging social impact.  

Schwartz and Gibb (1999) classify NGOs according to their interactions with corporations which go from 

adversarial campaigning to partnerships. A logical extension of a partnership approach would be 

collaboration with social intrapreneurs. Some of our interviewees already collaborated with NGOs in the 

realization of their projects. 

Ȱ7ÏÒË ×ÉÔÈ .'/Ó ÅÎÓÕÒÅÄ ÑÕÁÌÉÔÙ ÍÁÒËÅÔ ÒÅÓÅÁÒÃÈ ɀ probably the most extensive quality market 

research done into that business segment in India. Indian management went to stay with villagers to 

ÕÎÄÅÒÓÔÁÎÄ ÔÈÅÍȢȱ 

* * * 

Ȱ%ÖÅÒÙÔÈÉÎÇ ) ÄÏ ÉÓ ÃÈÅÃËÅÄ ÂÙ ÁÎ ÁÃÃÒÅÄÉÔÅÄ ÔÈÉÒÄ ÐÁÒÔÙȢ )Æ ÙÏÕ ÇÅÔ ÃÁÕÇÈÔ ÔÈÒÏÕÇÈ ÇÒÅÅÎ×ÁÓÈȟ ÔÈÅ 

ÄÁÍÁÇÅ ÉÓ ÍÁÓÓÉÖÅȢȱ 

Where companies have already embraced social intrapreneurship, NGOs might help with market 

research, awareness-raising sessions with employees, hosting field-visits and providing technical support 

under contract with the company. Where a company has yet to move beyond compliance or risk-

minimisation stages of corporate responsibility (Zadek, 2004), the NGO may be more productive by 

encouraging any members of the NGO working inside large companies, to consider practising their 

commitment to the goals of the NGO at their place of employment. This could include becoming a social 

intrapreneur ÁÓ ×ÅÌÌ ÁÓ ȰÃÌÏÓÅ ÒÅÌÁÔÉÖÅÓȱ ÓÕÃÈ ÁÓ ÔÅÍÐÅÒÅÄ ÒÁÄÉÃÁÌÓ (Meyerson, 2001). 

"ÕÓÉÎÅÓÓ ÓÃÈÏÏÌÓ ÁÌÓÏ ÐÒÏÖÉÄÅ ÁÎ ÅÎÖÉÒÏÎÍÅÎÔ ×ÈÉÃÈ ÃÁÔÅÒÓ ÆÏÒ ÔÈÅ ÓÏÃÉÁÌ ÉÎÔÒÁÐÒÅÎÅÕÒÓȭ ÌÅÁÒÎÉÎÇ ÎÅÅÄÓȢ 

Our interviews clearly demonstrate that there is a demand for programmes on social innovation, social 

intrapreneuring, as well as change management. 

Ȱ)ȭÖÅ ÁÌ×ÁÙÓ ÃÁÒÒÉÅÄ ÏÎ ×ÉÔÈ ÃÏÎÔÉÎÕÉÎÇ ÐÒÏÆÅÓÓÉÏÎÁÌ ÄÅÖÅÌÏÐÍÅÎÔ ɀ did an IOD diploma in Company 

Direction, became a chartered director ɀ the triple bottom line really struck a chord. This was 

something I came to at university ɀ probably only 20 years ago that people started to talk about it in 

ÔÈÅ ÍÁÉÎÓÔÒÅÁÍȢȱ 
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3ÏÍÅ ÏÆ ÏÕÒ ÉÎÔÅÒÖÉÅ×ÅÅÓ ÐÁÒÔÉÃÉÐÁÔÅÄ ÉÎ "ÁÔÈ 5ÎÉÖÅÒÓÉÔÙȭÓ -ÁÓÔÅÒÓ ÐÒÏÇÒÁÍ ÉÎ Ȱ2ÅÓÐÏÎÓÉÂÉÌÉÔÙ ÁÎÄ 

"ÕÓÉÎÅÓÓ 0ÒÁÃÔÉÃÅȱ17 where they learnt how to think business and responsibility together. Others 

currently participate in Aspen )ÎÓÔÉÔÕÔÅÓȭ &ÉÒÓÔ -ÏÖÅÒ 0ÒÏÇÒÁÍÍÅ ×ÈÉÃÈ ȰÓÅÒÖÅÓ ÁÓ ÁÎ ÉÎÎÏÖÁÔÉÏÎ ÌÁÂ ÆÏÒ 

exceptional individuals in business today who are implementing breakthrough strategies to create 

profitable business growth and positive social chÁÎÇÅȢȱ 18 

Such programs appear to fulfil a number of roles such as mutual support and reassurance; contacts and 

access to technical expertise; capacity building and problem-solving; mentoring and career support; 

awareness-raising about sustainability issues and possible solutions; and technical and soft-skills 

training. 

!Î ÉÎÃÒÅÁÓÉÎÇ ÎÕÍÂÅÒ ÏÆ ÂÕÓÉÎÅÓÓ ÓÃÈÏÏÌÓ ÎÏ× ÏÆÆÅÒ ÃÏÕÒÓÅÓ ÔÏ -"! ÁÎÄ ÏÔÈÅÒ -ÁÓÔÅÒÓȭ ÄÅÇÒÅÅ ÓÔÕÄÅÎÔÓ 

in social entrepreneurship, social innovation and how to be a change-ÍÁËÅÒȢ 3ÔÁÎÆÏÒÄȭÓ #ÅÎter for Social 

Innovation within the Graduate School of Business for example, offers MBA students the chance to focus 

ÏÎ ÓÏÃÉÁÌ ÁÎÄ ÅÎÖÉÒÏÎÍÅÎÔÁÌ ÌÅÁÄÅÒÓÈÉÐ ÄÕÒÉÎÇ ÔÈÅÉÒ -"! ÂÙ ÐÒÏÖÉÄÉÎÇ ȰÃÏÕÒÓÅÓ ÁÎÄ ÁÃÔÉÖÉÔÉÅÓ ÄÅÓÉÇÎÅÄ ÔÏ 

build knowledge in areas such as nonprofit management, public policy, sustainable business practices, 

social entrepreneurship, cross-sector collaborations, and the role of each sector in creating social and 

ÅÎÖÉÒÏÎÍÅÎÔÁÌ ÖÁÌÕÅȢȱ19 

INSEAD runs a change-makersȭ ȰÂÏÏÔ-ÃÁÍÐȱ ×ÅÅËÅÎÄȟ ÏÆÆ-campus, early in the MBA program. These types 

of existing courses offer a ready-made vehicle to present the idea of social intrapreneurship and to 

explain that being a social intrapreneur is one of a range of ways to be a change-maker for sustainable 

development. The Pears Foundation Business School Partnership involving three leading UK schools: 

Cranfield, LBS and Saïd Business School at Oxford aims to show MBA and other students the variety of 

ways that successful people can contribute to the public good at different stages in their career. 

CONCLUSION 
The key research questions this paper aimed to address were: 

1. How do social intrapreneurs generate social innovation and change? 

2. What are their personal characteristics? 

3. How can external institutions such as NGOs and academic centres support their projects and 

personal development? 

3ÏÃÉÁÌ ÉÎÔÒÁÐÒÅÎÅÕÒÓ ÇÅÎÅÒÁÔÅ ÓÏÃÉÁÌ ÉÎÎÏÖÁÔÉÏÎ ÁÎÄ ÃÈÁÎÇÅ ÂÙ ÌÅÖÅÒÁÇÉÎÇ ÔÈÅÉÒ ÏÒÇÁÎÉÚÁÔÉÏÎȭÓ ÃÁÐÁÂÉÌÉÔÉÅÓ 

to address societal issues profitably. They are characterized by a mindset which strives for societal value 

creation in a way that is attractive to business. They pursue societal value creation in a persistent, 

learning and outreaching behaviour and apply skills of entrepreneurship and communication. Social 

intrapreneurs collaborate with NGOs in order to generate societal impact and obtain missing knowledge 

and skills at business schools.  

This first empirical paper on the phenomenon of social intrapreneurs has shed some light on the personal 

characteristics of the social intrapreneur, their potential typology as well as the social impact of their 

projects. Social intrapreneurs seem to blend characteristics of traditional intrapreneurs (Pinchot, 1985; 

Pinchot and Pellman, 1999) as well as social entrepreneurs (Elkington and Hartigan, 2008; Haugh, 2007; 

Martin and Osberg, 2007) in order to create social innovation.  

The limitations of this research are its qualitative approach with a broad field as well as the limited 

amount of data available. The interviews conducted aimed to discover and describe a new phenomenon 

                                                                    
17 (now relocated to the Ashridge Management School ɀ also in UK) 
18 See http://www.aspeninstitute.org/policy-work/business-society/corporate-programs/first-movers-2010 
(accessed 12.02.2010).  
19 See http://csi.gsb.stanford.edu/education-programs (accessed 02.02.2010). 

http://csi.gsb.stanford.edu/education-programs
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and therefore did not get into the details of social innovation and organizational change. Future research 

ÍÉÇÈÔ ÅØÐÌÏÒÅ ÍÏÒÅ ÒÉÇÏÒÏÕÓÌÙ ÓÐÅÃÉÆÉÃ ÃÈÁÉÎÓ ÏÆ ÃÁÕÓÁÌÉÔÙ ÂÅÔ×ÅÅÎ ÔÈÅ ÓÏÃÉÁÌ ÉÎÔÒÁÐÒÅÎÅÕÒȭÓ ÌÉÆÅ ÈÉÓÔÏÒÙ 

(early influences, values, personality characteristics, career choices), the enabling corporate environment 

and outcomes for both the social innovation project (successful vs. unsuccessful) and the social 

intrapreneur (empowered vs. frustrated). Particularly useful would be studies on the measurement and 

development of the societal impacts generated, how social intrapreneurs overcome the dichotomy of 

either business or philanthropic benefits as well as the question of what an ideal enabling corporate 

environment would look like.  

Despite the limitations of our qualitative analysis of social intrapreneurship we are confident in outlining 

some implications for practice. Corporations interested in social intrapreneurship should be thinking of 

providing a good environment in which social intrapreneurs can develop and test their ideas. What seem 

to be crucial for their success are senior management sponsorship, an understanding how business and 

society can be thought together and some room for experimentation. NGOs are invited to explore their 

membership for potential social intrapreneurs in order to leverage corporate activities to the benefit of 

society. Likewise business schools have a role to play in order to inspire and train social intrapreneurs 

especially on the entrepreneurial as well as communication skills they need to succeed.  

In general the phenomenon of social intrapreneurs might be a visible sign of people looking for ways to 

reconcile their social and working lives. 
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INTRODUCTION 
Whereas a dozen years ago the concepts of "social enterprise", "social entrepreneurship" and "social 

entrepreneur" were rarely discussed, they are now making amazing breakthroughs. In Europe, the 

concept of social enterprise made its first appearance in 1990, at the very heart of the third sector, 

following an impetus which was first an Italian one and was closely linked with the co-operative 

movement. 16 European countries have passed new laws to promote social enterprises. In the United 

States, the concepts of social entrepreneur and social enterprise also met with a very positive response in 

the early 1990s. In 1993, for instance, the Harvard Business School launched the "Social Enterprise 

Initiative".  

Major universities have developed research and training programs. International research networks have 

been set up, like the EMES European Research Network, which has gathered, since 1996, research centres 

from most countries of the EU-15, and the Social Enterprise Knowledge Network (SEKN), which was 

formed in 2001 by leading Latin-American business schools and the Harvard Business School. Discussions 

began to develop within the world-wide University Network for Social Entrepreneurship. Various 

foundations have set up training and support programs for social enterprises or social entrepreneurs. 

Over the past decade, there has been growing interest in Australia too from governments (federal, state 

and local), business, the third sector and foundations in search of innovative responses to tackle social 

and environmental problems and for diversification of income sources to sustain them (Barraket et al., 

2010). 

However, what is striking is the fact that behind flags such as social enterprise and social 

entrepreneurship, different conceptions coexist (Defourny, Nyssens, 2010)20. What seem really at stake 

beyond conceptual debates are the place and the role of social enterprise within the overall economy and 

its interaction with the market, civil society and public policies. 

In this context, in the first part of this paper, we present the different conceptions which structure the 

debate and the contexts in which those concepts took root. This presentation paves the way for the 

second part, in which we analyze the conceptual convergences and divergences among the different 

schools and the way the Australian debate is articulated to them. For that purpose, we rely on the results 

of the final report of the FASES research (Barraket ÅÔ ÁÌȢȟ ςπρπɊȢ 4ÈÅ ÁÉÍ ÏÆ Ȱ&ÉÎÄÉÎÇ !ÕÓÔÒÁÌÉÁȭÓ 3ÏÃÉÁÌ 

%ÎÔÅÒÐÒÉÓÅ 3ÅÃÔÏÒȱ ×ÁÓ ÔÏ identify the range and the scope of social enterprises in Australia. This report 

seems to be pioneering in identifying this growing field.  

 

                                                                    
20 The typology of the paper of Defourny and Nyssens, 2010 has been extensively used for the purpose of this paper 
but it has been updated and modified according to recent debates.  
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THE DIFFERENT CONCEPTIONS OF SOCIAL ENTERPRISE AND SOCIAL ENTREPRENEURSHIP 
To classify the different conceptions in the field of social enterprise and social entrepreneurship, Dees 

and Anderson (2006) have proposed to distinguish two major schools of thought. The first school of 

thought on social entrepreneurship refers, at least initially, to the use of commercial activities by non-

profit organizations in support of their mission. Organizations like Ashoka fed a second major school, 

named by Dees and Anderson, the "social innovation" school of thought. Defourny and Nyssens (2010) 

ÈÁÖÅ ÓÕÇÇÅÓÔÅÄȟ ÂÁÓÅÄ ÏÎ ÔÈÅ %ÕÒÏÐÅÁÎ ÒÅÓÅÁÒÃÈ ÄÅÂÁÔÅȟ ÔÈÅ ÁÄÄÉÔÉÏÎ ÏÆ Á ÔÈÉÒÄ ÓÃÈÏÏÌ ȰÔÈÅ EMES 

%ÕÒÏÐÅÁÎ ÁÐÐÒÏÁÃÈ ÏÆ ÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅȱ. In the following section, we adapt this threefold typology 

according to the recent debates around the various conceptions of social enterprise and social 

ÅÎÔÒÅÐÒÅÎÅÕÒÓÈÉÐȢ ,ÅÔȭÓ ÕÎÄÅÒÌÉÎÅ ÔÈÁÔ ÉÆ ÔÈÅÓÅ ÖÁÒÉÏÕÓ conceptions are rooted in specific geographical 

and historical contexts, they are nowadays crossing frontiers and oceans and therefore coexist, to some 

extent, at a worldwide level.  

The earned income school 

The first school of thought, which set the ground for conceptions of social enterprise mainly defined by 

earned-income strategies, refers, at least in its initial phase, to the use of commercial activities by non-

profit organizations in support of their mission. These earned-income strategies have been extended 

beyond solely nonprofit organizations. For this reason, we distinguish, within this school, different 

approaches: the commercial nonprofit approach, the social businesses approach and the blended value 

approach. 

The commercial nonprofit approach  

In a first generation of the earned income school, the bulk of publications, mainly US rooted, were mainly 

ÂÁÓÅÄ ÏÎ ÎÏÎÐÒÏÆÉÔÓȭ ÉÎÔÅÒÅÓÔ ÔÏ ÂÅÃÏÍÅ ÍÏÒÅ ÃÏÍÍÅÒÃÉÁÌȢ  

As summarized by Kerlin (2006), although such behaviour can be traced back to the very foundation of 

the US when community or religious groups were selling homemade goods or holding bazaars to 

supplement voluntary donations, it gained a particular importance in the specific context of the late 

1970s and 1980s. Indeed, when the federal government launched the Great Society programs in the 

1960s, a significant share of the huge funds invested in education, health care, community development 

and poverty programs was channelled through nonprofits operating in these areas, instead of being 

managed by an enlarged public bureaucracy. Such a strategy of course strongly supported the expansion 

of existing nonprofits as well as the creation of many new ones. However, the downturn in the economy in 

the late 1970s led to welfare retrenchment and to important cutbacks in federal funding (Salamon, 1997). 

Nonprofits then began to expand their commercial activities to fill the gap in their budget through the sale 

of goods or services not directly related to their mission. Typical of this early stage was the creation in 

1980 of New Ventures, the most prominent of the consulting firms that emerged then to offer their 

services to nonprofits interested in exploring business ventures. Such a trend was strengthened by the 

blooming of institutions, initiatives and consulting practices to support this new "industry" along the 

1990s. Moreover, the National Gathering of Social Entrepreneurs, promoted by a few thought leaders in 

1998, greatly helped this emerging community of practitioners and consultants to reach a critical mass. 

This literature could be described as "prescriptive", as it focused on strategies for starting a business that 

would earn income for a nonprofit organization (Massarsky, 2006). Skloot (1983, 1987), one of the 

ÃÏÎÓÕÌÔÁÎÔ ÆÉÒÍȭÓ ËÅÙ ÆÏÕÎÄÅÒÓȟ ÍÁÄÅ ÉÍÐÏrtant contributions to the analysis of commercial activities that 

were "related but not customary to the (non-profit) organization" and that could help diversify its 

funding base. Among social scientists, Crimmings and Kiel (1983) may have been the first who 

systematically surveyed such practices and analyzed their factors of success. 
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In the late 90s, the National Gathering, a central player in the field, became the Social Enterprise Alliance, 

which defined social enterprise as "any earned-income business or strategy undertaken by a nonprofit to 

generate revenue in support of its charitable mission".21  

Dees and Anderson (2006, p. 41) reluctantly proposed to call that first school, which strongly dominates 

outside academia, the "social enterprise school of thought". Defourny and Nyssens (2010) choose to 

follow their comments, stressing that they prefer using the term "social enterprise" more broadly, to refer 

to undertakings with a significant social purpose. In such a perspective, they named that first school the 

"earned income" school of thought. 

4ÈÅ ȰÓÏÃÉÁÌ ÂÕÓÉÎÅÓÓ ÁÐÐÒÏÁÃÈȱ 

)ÎÓÉÄÅ ÔÈÉÓ ȰÅÁÒÎÅÄ ÉÎÃÏÍÅȱ ÓÃÈÏÏÌȟ ÔÈÅ ÔÅÒÍ ͼÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅͼ ÈÁÓ ÂÅÅÎ ÁÌÓÏ ÕÓÅÄ ÔÏ ÅÍÂÒÁÃÅȟ ÍÏÒÅ ÁÎÄ 

more, a wider set of organizations, including for-profit companies.22 Haugh and Tracy (2004) define social 

enterprise as "a business that trades for a social purpose".23 Regarding the trading aspect, Alter (2002) 

and Nicholls (2006) go even further along the same line, when reserving the term "social enterprise" to 

fully self-funded organizations. Moreover, for some authors such as Emerson and Twersky (1996), the 

ÂÕÓÉÎÅÓÓ ÁÐÐÒÏÁÃÈ ÃÁÎȭÔ ÂÅ ÒÅÄÕÃÅÄ ÔÏ ÔÈÅ ÓÏÌÅ ÍÁÒËÅÔ ÏÒÉÅÎÔÁÔÉÏÎ ÂÕÔ ÍÕÓÔ ÂÅ ÅÎÌÁÒÇÅÄ to a broader 

vision including business methods as a path towards achieving increased effectiveness (and not just a 

better funding) of social sector organizations. 

Social enterprises are, for these authors, still businesses primarily driven by social objective, as is the case 

ÉÎ ÔÈÅ ȰÃÏÍÍÅÒÃÉÁÌ ÎÏÎÐÒÏÆÉÔ ÁÐÐÒÏÁÃÈȱȡ (Ï×ÅÖÅÒ Ô×Ï ÃÈÁÒÁÃÔÅÒÉÓÔÉÃÓ ÄÉfferentiate this approach 

compared to the latter: the legal form which is no longer restricted to nonprofit organizations and fully 

market-based funding. These elements are those advanced by Yunus (2010), an emblematic figure in this 

debate, when he defineÓ Á ȰÓÏÃÉÁÌ ÂÕÓÉÎÅÓÓȱȢ  

For Yunus social businesses are owned by investors aiming to help others without taking any financial 

gain themselves. Any surplus is invested in expansion of the business or for increased benefits to 

society. This characteristic can be seen as a sign of the primacy of the social mission. At the same time, the 

social business generates enough income to cover its own costs. Ȱ! social business is a non-loss, non-

ÄÉÖÉÄÅÎÄ ÃÏÍÐÁÎÙ ÄÅÄÉÃÁÔÅÄ ÅÎÔÉÒÅÌÙ ÔÏ ÁÃÈÉÅÖÉÎÇ Á ÓÏÃÉÁÌ ÇÏÁÌȱ ɉ9ÕÎÕÓȟ ςπ10). As this social business 

concept is gaining importance in the social enterprise debate, we propose to name this second approach 

ȰÔÈÅ ÓÏÃÉÁÌ ÂÕÓÉÎÅÓÓȱȢ The case of the association between Grameen Bank, the well know microfinance 

bank targeted at poor rural women in Bangladesh, with the Danone company is often cited as en 

emblematic case of a social business. This company provides yoghurt to very low income individuals in 

Bangladesh. Of course, one could argue that even if it is a non-dividend company, the symbolic return for 

a company such as Danone could be quite important and indirectly has impact on its economic return. 

4ÈÉÓ ÌÅÁÄÓ ÕÓ ÔÏ ÔÈÅ ÔÈÉÒÄ ÁÎÄ ÌÁÓÔ ÁÐÐÒÏÁÃÈ ÉÎÓÉÄÅ ÔÈÉÓ ȰÅÁÒÎÅÄ ÉÎÃÏÍÅ ÓÃÈÏÏÌȱȢ 

4ÈÅ ΅ÂÌÅÎÄÅÄ ÖÁÌÕÅ ÂÕÓÉÎÅÓÓ ÁÐÐÒÏÁÃÈȱ 

In these two previous approaches, the enterprises are still mission driven companies even if they can 

adopt a for-profit legal form. In both cases, the fact that surpluses are not distributed to shareholders 

could be seen as a strong signal of this social mission. By contrast, in this third approach, we propose to 

ÌÁÂÅÌ ÔÈÅ ȰÂÌÅÎÄÅÄ ÖÁÌÕÅ ÁÐÐÒÏÁÃÈȱȟ Á ÄÏÕÂÌÅ-bottom-line vision is stressed through the creation of a 

"blended value" in an effort to really balance and better integrate economic, social and environmental 

purposes (Emerson, 2006). In this view, investors simultaneously look for different kinds of return: 

                                                                    
21 As the Social Enterprise Alliance defined the social enterprise on its website (www.se-alliance.org) for a long 
period of time. Social enterprise is now defined as follows on its homepage: "An organization or venture that 
advances its social mission through entrepreneurial, earned income strategies. This vision is also found for example 
in the various programs of the NESsT (Nonprofit Enterprise and Self-sustainability Team). 
22 For instance, the Hass School of Business at UC-Berkeley. See also Boschee (1995) and Austin (2000), the latter 
stressing particularly partnerships between nonprofits and for-profit companies. 
23 As quoted by Mair and Marti (2006). 
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ÅÃÏÎÏÍÉÃȟ ÓÏÃÉÁÌ ÁÎÄ ÅÎÖÉÒÏÎÍÅÎÔÁÌȡ ȰÓÏÃÉÁÌ ÅÎÔÒÅÐÒÅÎÅÕÒÓÈÉÐ ÁÎÄ ÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅ ÕÓÅÄ ÔÏ ÒÅÆÅÒ ÔÏ 

activities whether for-profit or not-for-profit that seek to create and then manage venture capable of 

ÐÕÒÓÕÉÎÇ ÓÏÃÉÁÌȟ ÅÎÖÉÒÏÎÍÅÎÔÁÌ ÁÎÄ ÅÃÏÎÏÍÉÃ ÖÁÌÕÅȱ ɉ%ÍÅÒÓÏÎȟ ςππφȡσωρɊȢ 4ÈÉÓ ÃÏÎÃÅÐÔ ÏÆ ÂÌÅÎÄÅÄ ÖÁÌÕÅ 

ÃÏÕÌÄ ÂÅ ÌÉÎËÅÄ ÔÏ ÔÈÅ ȰÔÒÉÐÅ ÂÏÔÔÏÍ ÌÉÎÅȱ ɉ%ÌËÉÎÇÔÏÎȟ ρωωχɊ ÁÎÄ its various derivatives such as 

Ȱ4ÒÉÐÌÅ-%ȱ ɉÅÃÏÎÏÍÙȟ ÅÎÖÉÒÏÎÍÅÎÔȟ ÅÑÕÉÔÙɊ ÏÒ Ȱσ0ȱ ɉÐÅÏÐÌÅȟ ÐÌÁÎÅÔȟ ÐÒÏÆÉÔɊ. In this vein, various 

activities undertaken by for-profit firms to assert their corporate social responsibility are considered, by 

some authors, as part of the spectrum of social entrepreneurship (Boschee, 1995 and Austin, 2000). 

According to the "Social Enterprise Knowledge Network", a short-term project with a social value 

undertaken by a for-profit enterprise or a public body can be considered as a social enterprise. For this 

network, formed by leading Latin-American business schools and the Harvard Business School, "any kind 

of organization or undertaking engaged in activities of significant social value, or in the production of 

goods and services with an embedded social purpose, regardless of legal form" (Austin et al., 2004: xxv), 

can be considered as a social enterprise. From this perspective, assessing the real weight of social 

concerns in the mission of the enterprise becomes more difficult.  

In this approach, the owners may also look for financial return on their initial investment which is not the 

case in the two previous approaches. )Î ÔÈÅ ȰÔÈÅ ÃÏÍÍÅÒÃÉÁÌ ÎÏÎÐÒÏÆÉÔ ÁÐÐÒÏÁÃÈȱȟ ÔÈÅÒÅ ÁÒÅ ÎÏ ÉÎÄÉÖÉÄÕÁÌ 

owners; the ownership could be considered as collective as there are, by law, no residual claimants (non 

distribution constraint). In the social business approach, there are owners but they renounce any 

remuneration from their shares; they can just retrieve them when they want at their nominal value.  

The "social innovation" school of thought  

Based on a broader vision of entrepreneurship, the second root of the debate in the field of social 

innovation and social entrepreneurship can be traced back to B. Drayton and Ashoka, the organization he 

founded in 1980, as its primary driving forces. The mission of Ashoka was (and still is) "to find and 

support outstanding individuals with pattern setting ideas for social change".24 Ashoka focuses on the 

profiles of very specific individuals, first referred to as public entrepreneurs, able to bring about social 

innovation in various fields, rather than on the forms of organisation they might set up. Various 

foundations involved in "venture philanthropy", such as the Schwab Foundation and the Skoll 

Foundation, among others, have embraced the idea that social innovation is central to social 

entrepreneurship and have supported social entrepreneurs. 

This second school puts the emphasis on social entrepreneurs in the Schumpeterian meaning of the term, 

in a perspective similar to that adopted earlier by the pioneering work of Young (1986). Dees (1998:4) 

has proposed the best known definition of social entrepreneurs. He sees the latter as "playing the role of 

change agents in the social sector by adopting a mission to create and sustain social value, recognizing 

and relentlessly pursuing new opportunities to serve that mission, engaging in a process of continuous 

innovation, adaptation and learning, acting boldly without being limited by resources currently in hand, 

and finally exhibiting a heightened sense of accountability to the constituencies served and for the 

outcomes created".  

Along such lines, social entrepreneurs are change makers as they carry out "new combinations" in at least 

one the following areas: new services, new quality of services, new methods of production, new 

production factors, new forms of organizations or new markets. Social entrepreneurship is more a 

question of processes, outcomes and social impact (Mulgan, 2007, Murray et al., 2010) rather than a 

ÑÕÅÓÔÉÏÎ ÏÆ ÉÎÃÏÍÅÓ ÁÓ ÉÔ ÉÓ ÉÎ ÔÈÅ ȰÅÁÒÎÅÄ ÉÎÃÏÍÅȱ ÓÃÈÏÏÌȢ 

From an outcome point of view, social innovation is aiming at answering pressing social demands. 

Growing socio-economic disintegration has triggered the return of social innovation as a remedy to the 

emergence of the growing exclusion of some social groups (Moulaert, 2007). However, social innovation 

does not always address an unsatisfactory social situation (unemployment, insecurity, etc.) but it can also 

                                                                    
24 Drayton and MacDonald (1993:1). 
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be an answer to a social ideal or aspiration for a different society (more egalitarian, more environment-

friendly, etc) (Lévesques, 2001). Moreover the value created by a new solution is not primarily captured 

by individuals or companies for their own personal profit but rather by other types of stakeholders: 

Ȱmany innovations tackle social problems or meet social needs, but only for social innovations is the 

ÄÉÓÔÒÉÂÕÔÉÏÎ ÏÆ ÆÉÎÁÎÃÉÁÌ ÁÎÄ ÓÏÃÉÁÌ ÖÁÌÕÅ ÔÉÌÔÅÄ ÔÏ×ÁÒÄ ÓÏÃÉÅÔÙ ÁÓ Á ×ÈÏÌÅȱ (Phills et al., 2008: 39). 

According to this view, social innovation is predominantly developed and diffused through organizations 

whose primary purposes are social (Mulgan, 2007).  

The process of social innovation rests on the involvement of a wide variety of stakeholders (Murray et al., 

2010). In this dynamic of multiple stakeholders, users themselves seem to play a crucial role by engaging 

and empowering them. Moreover, this process, most often, involves a complex network of formal and/or 

informal partnerships blurring the traditional boundaries between sectors. Although many initiatives of 

social entrepreneurs result in the setting up of nonprofit organizations, most recent works of this social 

innovation school tend to underline social innovation dynamics within the private for-profit sector and 

the public sphere as well and also cross-sectors undertakings (Phills et al., 2008; Mulgan, 2007). Finally, 

the systemic nature of innovation brought about and its impact at a broad societal level are often 

underlined through a process of scalability (Kramer, 2005, Martin & Osberg, 2007).  

The divergence between the "social innovation" school and the "earned income" school should not be 

overstated, though. Viewing social entrepreneurship as a mission-driven business is increasingly common 

among business schools and foundations which foster business methods more broadly, not just earned-

income strategies, as a path towards social innovation.  

The EMES European approach of social enterprise 

In Europe, the concept of social enterprise made its first appearance in 1990 with the identification of 

entrepreneurial dynamics at the very heart of the third sector, which arose primarily in response to social 

needs that had been inadequately met, or not met at all, by public services or for-profit enterprises. The 

persistence of structural unemployment in many European countries, the need to reduce state budget 

deficits and the need for more active integration policies raised the question of how far the third sector 

could help to meet these challenges. Social actors, such as social workers and associative militants, were 

facing a lack of adequate public policy schemes to tackle the increasing exclusion of some groups (such as 

the long-term unemployed, low-qualified people, people with social problems, etc.) from the labour 

market or more generally from society.  

According to European tradition (Evers and Laville, 2004), the third sector brings together cooperatives, 

associations, mutual societies and increasingly foundations, or in other words, all not-for-profit 

organizations (organizations not owned by shareholders) that are labeleÄ ÔÈÅ ȰÓÏÃÉÁÌ ÅÃÏÎÏÍÙȱ ÉÎ ÓÏÍÅ 

European countries (Defourny, 2001).  

The concept ÏÆ ȰÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅȱ as such seems to have first appeared in Italy, where it was promoted 

through a journal launched in 1990 and entitled Impresa Sociale. In the late 1980s indeed, new co-

operative-like initiatives had emerged in this country to respond to unmet needs, especially in the field of 

work integration as well as in the field of personal services. As the existing legislation did not allow 

associations to develop economic activities, the Italian Parliament passed a law in 1991 creating a new 

ÌÅÇÁÌ ÆÏÒÍ ÏÆ ȰÓÏÃÉÁÌ ÃÏÏÐÅÒÁÔÉÖÅȱ ×ÈÉÃÈ ÐÒÏÖÅÄ ÔÏ ÂÅ ÖÅÒÙ ×ÅÌÌ ÁÄÁÐÔÅÄ ÔÏ ÔÈÏÓÅ ÐÉÏÎÅÅÒÉÎÇ ÓÏÃÉÁÌ 

enterprises.  

The remarkable development in Italy also inspired various other countries across Europe during the 

following two decades. Indeed, several other European countries introduced new legal forms reflecting 

the entrepreneurial approach adopted by this increasing number of "not-for-profit" organizations, even 

though the term of "social enterprise" was not always used as such in the legislation (Defourny, Nyssens, 

2010). 16 new laws can be identified across European countries (Roelandts, 2009). In many European 

countries, beside the creation of new legal forms or frameworks, the 1990s saw the development of 
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specific public programs targeting the field of work integration. Social enterprises may be active in a wide 

spectrum of activities, as the "social purpose" they pursue may refer to many different fields. However, 

since the mid- 1990s, one major type of social enterprise has been dominant across Europe, namely 

"work integration social enterprises" (WISEs). The main objective of work integration social enterprises 

is to help low-qualified unemployed people who are at risk of permanent exclusion from the labour 

market and to integrate these people into work and society through a productive activity. This has even 

led, in several cases, to the concept of social enterprise being systematically associated with such 

employment creation initiatives. 

As early as 1996, i.e. before most of the European public policies were launched, a major research 

program funded by the European Commission was undertaken by a group of scholars coming from all EU 

member states. Named the EMES European Research Network,25 that group first devoted itself to the 

definition of a set of criteria to identify organizations likely to be called "social enterprises" in each of the 

fifteen countries forming the EU by that time.  

The EMES approach derives from extensive dialogue among several disciplines (economics, sociology, 

political science and management) as well as among the various national traditions and sensitivities 

present in the European Union. Moreover, guided by a project that was both theoretical and empirical, it 

preferred from the outset the identification and clarification of indicators over a concise and elegant 

definition with an aim to identify entrepreneurial dynamics, at the very heart of the third sector among 

the diverse European socio-economic contexts (Borzaga, Defourny, 2001). 

                                                                    
25 The letters EMES stand for "EMergence des Enterprises Sociales en Europe" ɀ i.e. the title in French of the vast 
research project carried out from 1996 through 2000 by the network. The acronym EMES was subsequently retained 
when the network decided to become a formal international association. See www.emes.net 
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To reflect the economic and entrepreneurial dimensions of initiatives, four criteria have been put forward:  

¶ A continuous activity producing goods and/or selling services. Social enterprises, unlike some traditional 
nonprofit organizations, do not normally have advocacy activities or the redistribution of financial flows (as, for 
example, many foundations) as their major activity, but they are directly involved in the production of goods or the 
provision of services to people on a continuous basis. The productive activity thus represents the reason, or one of the 
main reasons, for the existence of social enterprises. 

¶ A high degree of autonomy. Social enterprises are created by a group of people on the basis of an autonomous 
project and they are governed by these people. They may depend on public subsidies but they are not managed, be it 
directly or indirectly, by public authorities or other organizations (federations, private firms etc.). They have both the 
right to take up their own position ("voice") and to terminate their activity ("exit"). 

¶ A significant level of economic risk. Those who establish a social enterprise assume totally or partly the risk 
inherent in the initiative. Unlike most public institutions, their financial viability depends on the efforts of their 
members and workers to secure adequate resources. 

¶ A minimum amount of paid work. As in the case of most traditional nonprofit organizations, social enterprises may 
also combine monetary and non-monetary resources, voluntary and paid workers. However, the activity carried out 
in social enterprises requires a minimum level of paid workers. 

 
To encapsulate the social dimensions of the initiative, five criteria have been proposed:  

¶ An explicit aim to benefit the community. One of the principal aims of social enterprises is to serve the community 
or a specific group of people. From the same perspective, a feature of social enterprises is their desire to promote a 
sense of social responsibility at the local level. 

¶ An initiative launched by a group of citizens. Social enterprises are the result of collective dynamics involving 
people belonging to a community or to a group that shares a well-defined need or aim; this collective dimension must 
be maintained over time in one way or another, even though the importance of leadership - often embodied by an 
individual or a small group of leaders ɀ must not be neglected. 

¶ A decision-making power not based on capital ownership. This criterion generally refers to the principle of "one 
member, one vote" or at least to a decision-making process in which voting power is not distributed according to 
capital shares on the governing body which has the ultimate decision-making rights. Although the owners of capital 
are important when social enterprises have equity capital, the decision-making rights are generally shared with the 
other stakeholders. 

¶ A participatory nature, which involves various parties affected by the activity . Representation and participation 
by users or customers, influence of various stakeholders on decision-making and a participative management are 
often important characteristics of social enterprises. In many cases, one of the aims of social enterprises is to further 
democracy at the local level through economic activity. 

¶ A limited profit distribution. Social enterprises not only include organizations that are characterized by a total non-
distribution constraint, but also organizations which - like co-operatives in many countries - may distribute profits, 
but only to a limited extent, thus allowing a profit-maximizing behaviour to be avoided. 

Source : Defourny (2001: 16-18) 

 

Such indicators were never intended to represent the set of conditions that an organization should meet 

to qualify as a social enterprise. Rather than constituting prescriptive criteria, they describe an "ideal-

ÔÙÐÅͼ ÉÎ 7ÅÂÅÒȭÓ ÔÅÒÍÓȟ ÉȢÅȢ ÁÎ ÁÂÓÔÒÁÃÔ ÃÏÎÓÔÒÕÃÔÉÏÎ ÔÈÁÔ ÅÎÁÂÌÅÓ ÒÅÓÅÁÒÃÈÅÒÓ ÔÏ ÐÏÓÉÔÉÏÎ ÔÈÅÍÓÅÌÖÅÓ 

within the "galaxy" of social enterprises. In other words, they constitute a tool, somewhat analogous to a 

compass, which helps the researchers locate the position of the observed entities relative to one another 

and eventually identify subsets of social enterprises they want to study more deeply. Those indicators 

allow identifying brand new social enterprises, but they can also lead older organizations being reshaped 

by new internal dynamics being designated as social enterprises. 

While stressing a social aim embedded in an economic activity as in the two previous schools, the EMES 

approach differs mainly from them by stressing specific governance models (rather than the profile of 

social entrepreneurs) which are often found in European social enterprises and may be analyzed from 

two perspectives. First, a democratic control and/or a participatory involvement of stakeholders reflect a 

quest for more economic democracy inside the enterprise, in the line of the tradition of cooperatives 

which represent a major component of the third sector/social economy in most European traditions. 

Combined with constraints on the distribution of profits this can be viewed as a way to protect and 

strengthen the primacy of the social mission in the organization. Secondly, those two combined 

guarantees also act as a "signal" allowing public authorities to support social enterprises and the scaling 

up of social innovation in various ways (legal frameworks, public subsidies, fiscal exemptions, etc.). 

Without such guarantees (often involving a strict non-distribution constraint), the risk would be greater 



NYSSENS : CONCEPTIONS OF SOCIAL ENTERPRISE AND SOCIAL ENTREPREUNERSHIP 

76 | PAGE 

that public subsidies just induce more profits to be distributed among owners or managers. In turn, such 

public support often allows social enterprises to avoid purely market-oriented strategies, which, in many 

cases, would lead them away from those who cannot afford market prices and nevertheless constitute the 

group they target in accordance with their social mission.  

The first research carried out by the EMES network also presented an initial attempt to outline a theory of 

social enterprise: an "ideal-typical" social enterprise could be seen as a "multiple-goal, multi-stakeholder 

and multiple-resource enterprise" (Borzaga, Defourny, 2001). These theoretical features paved the way 

for another major research program. Although social enterprises are active in a wide variety of fields, 

including personal social services, urban regeneration, environmental services, and the provision of other 

public goods or services, EMES researchers decided to focus on work integration social enterprises 

(WISEs), with a view to allowing meaningful international comparisons. On such a basis, they made an 

inventory of the different existing types of social enterprise in the field of on-the-job training and work 

integration of low-qualified persons in order to test empirically the ideal-typical social enterprise 

(Nyssens, 2006). 

CONVERGENCES AND DIVERGENCES WITH THE AUSTRALIAN DEBATE 
We have now the building blocks to analyze the divergences and convergences between the different 

schools and the Australian debate on social enterprise. For that purpose, we choose to analyse the results 

of the final report of the FASES research (Barraket ÅÔ ÁÌȢȟ ςπρπɊȢ 4ÈÅ ÁÉÍ ÏÆ Ȱ&ÉÎÄÉÎÇ !ÕÓÔÒÁÌÉÁȭÓ 3ÏÃÉÁÌ 

%ÎÔÅÒÐÒÉÓÅ 3ÅÃÔÏÒȱ ×ÁÓ ÔÏ identify the range and the scope of social enterprises in Australia. In the context 

of the growth in interest in Australia in social enterprise, this report seems to be pioneering in identifying 

this field. There are other reports available (McNeill, 2009, Foresters Community Finance, 2010) among 

others. We choose to rely on the FASES report as it has been the result of a large consultation among the 

key stakeholders in the field of social enterprises. For the purposes of this study, social enterprises have 

been defined after discussion with the key stakeholders of the field as (Barraket et al., 2010:16): 

ȰÏÒÇÁÎÉÓÁÔÉÏÎÓ ÔÈÁÔȡ 

a. are led by an economic, social, cultural, or environmental mission consistent with a public or 

community benefit; 

b. trade to fulfil their mission; 

c. derive a substantial portion of their income from trade; and 

d. reinvest the ÍÁÊÏÒÉÔÙ ÏÆ ÔÈÅÉÒ ÐÒÏÆÉÔȾÓÕÒÐÌÕÓ ÉÎ ÔÈÅ ÆÕÌÆÉÌÍÅÎÔ ÏÆ ÔÈÅÉÒ ÍÉÓÓÉÏÎȱ  

Based on this definition, 4460 organisations were identified and invited to fill in an online survey. A total 

of 539 participants began the survey and 365 have been retained as valid. What do we learn through this 

survey and how these results help us to locate the Australian debate in the galaxy of the concepts of social 

enterprise and social entrepreneurship?  

The social dimension 

For all the schools of thought, the explicit aim to benefit the community or the creation of "social value", 

rather than the distribution of profit, is the core mission of social entrepreneurship and social enterprises. 

&ÏÒ ȰÔÈÅ ÂÌÅÎÄÅÄ ÖÁÌÕÅ ÁÐÐÒÏÁÃÈȱȟ ÁÓ ÓÏÃÉÁÌ ÒÅÔÕÒÎ ÃÏÅØÉÓÔÉÎÇ ×ÉÔÈ ÅÃÏÎÏÍÉÃ ÒÅÔÕÒÎ ÆÏÒ ÓÈÁÒÅholders, a 

social project, ÅÖÅÎ ÉÆ ÔÈÉÓ ÁÃÔÉÖÉÔÙ ÒÅÍÁÉÎÓ ÍÁÒÇÉÎÁÌ ÉÎ ÔÈÅ ÆÉÒÍȭÓ ÏÖÅÒÁÌÌ ÓÔÒÁÔÅÇÙ, may lead some authors 

to consider this as belonging to the wide spectrum of social entrepreneurship. 
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The first criteria of the FASES definition underlines that social enterprises are led by a mission consistent 

with a public or community benefit26. A specific question was asked in the survey to filter out the 

organisations that indicated they exist primarily to generate financial benefits for the owners.  

This centrality of the social mission generally implies a limitation to the power and prerogatives of 

shareholders by restrictions regarding the distribution of profits. According to the EMES criteria, the field 

of social enterprises includes organizations that are characterized by a total non-distribution constraint 

and organizations which may distribute profits but to a limited extent, thus avoiding profit-maximizing 

ÂÅÈÁÖÉÏÕÒȢ %ÕÒÏÐÅÁÎ ÌÅÇÁÌ ÆÒÁÍÅ×ÏÒËÓ ÒÅÄÕÃÅ ÔÈÅ ÐÏ×ÅÒ ÏÆ ÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅÓȭ ÓÈÁÒÅÈÏÌÄÅÒÓ ÂÙ 

prohibiting27 or limiting28 the distribution of profits. The "commercial nonprofit approach" (within the 

ͼÅÁÒÎÅÄ ÉÎÃÏÍÅȱ ÓÃÈÏÏÌ ÏÆ ÔÈÏÕÇÈÔ) explicitly locates social enterprise in the field of nonprofit 

organisations, i.e. entities whose surplus is entirely retained by the organization for the fulfilment of its 

ÓÏÃÉÁÌ ÍÉÓÓÉÏÎȢ 4ÈÅ ÓÏÃÉÁÌ ÂÕÓÉÎÅÓÓ ÁÐÐÒÏÁÃÈ ÒÅÌÉÅÓ ÏÎ ȰÎÏÎ ÄÉÖÉÄÅÎÄȭ ÃÏÍÐÁÎÙȢ For the "social innovation 

school of thought", social enterprise may adopt any kind of legal frameworks. Therefore distribution of 

surplus to shareholders ÉÓ ÎÏÔ ÐÒÏÈÉÂÉÔÅÄ ÏÒ ÌÉÍÉÔÅÄ ÁÓ ÓÕÃÈȢ )Î ÔÈÅ ȰÂÌÅÎÄÅÄ ÖÁÌÕÅ ÁÐÐÒÏÁÃÈȱȟ ÔÈÅ ÓÅÁÒÃÈ 

for profit in order to remunerate the owners is part of the mission of the enterprise alongside the search 

for social or/and environmental impact.  

What about the FASES results ?  

Ȱ0ÁÒÔÉÃÉÐÁÎÔÓ ×ÅÒÅ ÁÓËÅÄ ÉÆ ÁÎÄ ÈÏ× ÔÈÅÙ ÒÅÉÎÖÅÓÔÅÄ ÔÈÅÉÒ ÐÒÏÆÉÔÓȾÓÕÒÐÌÕÓ ÉÎ ÔÈÅÉÒ ÍÉÓÓÉÏÎȢ 4ÈÅ ÌÁÒÇÅ 

majority of participating social enterprises (86.6%) reported being not for profit organisations. It is 

therefore assumed that they reinvest all surplus in their organisation. Of those profit distributing 

organisations (N=43), 63.2% reported reinvesting all their profits/surplus in the fulfilment of their 

mission, whilst 10 (23.7%) invested 50% or more and five (13.2%) reinvested 50% or less 

profits/surplus in their missions29ȣ -ÏÓÔ ÏÒÇÁÎÉÓÁÔÉÏÎÓ ɉωπȢρϷɊ ÒÅÐÏÒÔÅÄ ÔÈÁÔ ÔÈÅÙ ÉÎÖÅÓÔÅÄ 

profits/surplus back into growing their enterprise, while a small minority donated to external 

organisations (14.7%), returned profits back to parent or auspice organisation (10.6%), or distributed 

surplus to members (5.6%).ȱȢ "ÁÒÒÁËÅÔ ÅÔ ÁÌȢȟ ςπρπȡςχɊȢ 

These results are consistent with the findings regarding the legal status of the Australian social 

enterprises. Association (incorporated or unincorporated) was the most frequently cited legal status 

(55%) followed by company limited by guarantee (24.5%) and co-operative (5.5%). It has to be noted 

that, most probably, some of the companies limited by guarantee return their surplus to their parent 

association (11% returned profits back to the parent or auspice organisation). This practice is consistent 

with the commercial nonprofit approach which promotes the development of for-profit undertakings to 

generate market income and profits to be allocated for the social mission of the NPO.  

                                                                    
26 According to this definition, this may include member benefits where membership is open and voluntary and/or 
benefits that accrue to a subsection of the public that experiences structural or systemic disadvantage Barraket et al., 
2010:16). 
27 In Portuguese "social solidarity co-operatives" and Spanish "social initiative cooperatives", any distribution of 
profit is forbidden. 
28 Distribution of profit is limited by strong rules in Italian "social cooperatives" and Belgian "social purpose 

companies". The British "community interest company" includes an asset lock which restricts the distribution of 

profits and assets to its members; the dividend payable on the shares is subject to a cap set by the regulator. 

29 ȰBased on our operational definition outlined in Section 4.0, those that reinvest less than 50% of their 
profits/surplus in their mission are not viewed as social enterprise. The five that reported in this way were retained 
in the sample because all other responses were consistent with the definition of social enterprise utilised here. The 
small number of organisations that responded in this way does not affect overÁÌÌ ÄÁÔÁ ÔÒÅÎÄÓȢȱ ɉBarraket et al., 
2010:27). 
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The economic activity  

In a rather classical way, most approaches use the term enterprise to refer to the production of goods 

and/or services. Accordingly, social enterprises, unlike some nonprofit organizations, are normally 

neither engaged in advocacy, at least not as a major goal, nor in the redistribution of financial flows (as, 

for example, grant-giving foundations) as their major activity; instead, they are directly involved in the 

production of goods or the provision of services on a continuous basis. 

This characteristic is quite close to the second criteria of the FASES definition of the social enterprise 

where trade is defined in a very broad way as: 

ȰÔÈÅ ÏÒÇÁÎÉÓÅÄ ÅØÃÈÁÎÇÅ ÏÆ ÇÏÏÄÓ ÁÎÄ ÓÅÒÖÉÃÅÓȟ ÉÎÃÌÕÄÉÎÇ ÍÏÎÅÔÁry, non-monetary and alternative 

currency transactions, contractual sales to governments, where there has been an open tender 

process; and trade within member-based organisations, where membership is open and voluntary or 

where membership serves a traditioÎÁÌÌÙ ÍÁÒÇÉÎÁÌÉÓÅÄ ÓÏÃÉÁÌ ÇÒÏÕÐȱ (Barraket et al., 2010:16).  

However, differences appear between the various schools of thought when considering the nature of this 

production activity. When speaking of social enterprise in Europe, it appears that the production of goods 

and/or services does itself constitute the way in which the social mission is pursued. In other words, the 

nature of the economic activity is closely connected to the social mission: the production process involves 

low-qualified people if tÈÅ ÇÏÁÌ ÉÓ ÔÏ ÃÒÅÁÔÅ ÊÏÂÓ ÆÏÒ ÔÈÁÔ ÔÁÒÇÅÔ ÇÒÏÕÐȠ ÉÆ ÔÈÅ ÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅȭÓ ÍÉÓÓÉÏÎ ÉÓ 

to develop social services, the economic activity is actually the delivery of such social services, and so on. 

This type of approach is also found in the social innovation school, which considers that social enterprises 

implement innovative strategies to tackle social needs through the provision of goods or services. 

Although the innovative behaviour may only refer to the production process or to the way goods or 

services are delivered, it always remains linked to the latter, the provision of such goods or services 

therefore representing the reason, or one of the main reasons, for the existence of the social enterprise. 

By contrast, for the "commercial nonprofit approach", the trading activity could be simply considered as a 

source of income and the nature of the traded goods or services does not really matter as such. So from 

this perspective social enterprises can develop business activities which are only related to the social 

mission through the financial resources they help to secure.  

In the FASES results, less than 10 % disagree with the fact that ȰÇÏÏÄÓ ÁÎÄ ÓÅÒÖÉÃÅÓ ÔÈÅy trade in are 

ÄÉÒÅÃÔÌÙ ÒÅÌÁÔÅÄ ÔÏ ÔÈÅÉÒ ÍÉÓÓÉÏÎȱ (question 20). So for the majority of social enterprises, there is a clear 

alignment between trade and mission. A subset (a bit more than 20%) of organisations seems to trade, 

foremost, to generate revenue to support their social mission. These organisations consider that their 

main mission is ȰÔÏ ÇÅÎÅÒÁÔÅ ÉÎÃÏÍÅ ÔÏ ÒÅÉÎÖÅÓÔ ÉÎ Á ÃÈÁÒÉÔÁÂÌÅ ÓÅÒÖÉÃÅ ÏÒ ÃÏÍÍÕÎÉÔÙ ÁÃÔÉÖÉÔÉÅÓȱ (question 

13). 

Social enterprises are generally viewed as organizations characterized by a significant level of economic 

risk. According to the EMES criteria, this means that the financial viability of social enterprises depends 

on the efforts of their members to secure adequate resources for supporting the enterprise's social 

mission. These resources can have a hybrid character: they may come from trading activities, from public 

subsidies or from voluntary resources.30 Although public opinion tends to associate the concept of 

economic risk to a market orientation, rigorous definitions, including for instance definitions in EU 

legislation, see an enterprise as an organization or an undertaking bearing some risk but not necessarily 

seeking market resources.  

This conception appears to be shared to a large extent by the "social innovation" school of thought. 

Indeed, according to Dees (1998), the centrality of the social mission implies a very specific mix of human 

and financial resource, and social entrepreneurs explore all types of resources, from donations to 

                                                                    
30 For an empirical analysis of the resource mixes in European work integration social enterprises, see 
Gardin (2006). 
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commercial revenues. Bearing economic risks does not necessarily mean that economic sustainability 

must be achieved only through a trading activity; it rather refers to the fact that those who establish the 

enterprise assume the risk of the initiative. 

By contrast, for the "earned income" school of thought, to be a social enterprise means relying mainly on 

market resources. For the authors belonging to this school, the economic risk tends to be correlated with 

the amount or the share of income generated through trade. For the social business approach, social 

enterprises must be fully funded through the market. This is the approach of a recent Australian report 

(Foresters Community Finance, 2010) which addresses the question of the financing of the social 

enterprise as a way of defining social business. 

The starting definition if the FASES project includes the following criteria: « derive a substantial portion of 

their income from trade »31. So at least in the conception of social enterprise, economic risk seems to be 

correlated to the share of income from trade defined in a quite extensive way as explained before. Other 

Australian reports share this conception (Foresters Community Finance, 2010) or underline the mixture 

of income (grant, subsided income and earned income) (McNeill, 2008). So it seems that this issue is a 

matter of debate.  

The FASES results show that market resources (price paid by individual consumers and government 

contracts) represent more than 85% of financial inputs of the organizations in the survey. However, this 

graph only represents the monetary incomes. The Australian social enterprises also rely on volunteers 

(the median is 10 volunteers and 4 full time equivalent paid workers by organization) and in-kind 

contributions.  

 

 

Source: FASES (Barraket et al., 2010:28) 

 

The governance structure  

Social enterprises across Europe are mainly embedded in the third sector tradition, having always been 

associated with a quest for more democracy in the economy. As a result, the governance structure of 

social enterprise has attracted much more attention in Europe than in the United States, as shown by the 

EMES approach as well as by various public policies promoting social enterprises across Europe. As the 

ÇÏÖÅÒÎÁÎÃÅ ÓÔÒÕÃÔÕÒÅ ÃÁÎ ÂÅ ÓÅÅÎ ÁÓ ÔÈÅ ÓÅÔ ÏÆ ÏÒÇÁÎÉÓÁÔÉÏÎÁÌ ÄÅÖÉÃÅÓ ÔÈÁÔ ÅÎÓÕÒÅ ÔÈÁÔ ÔÈÅ ÏÒÇÁÎÉÓÁÔÉÏÎȭÓ 

mission is pursued, it can be analysed along several dimensions.  

                                                                    
31 Ȱ/ÐÅÒÁÔÉÏÎÁÌÉÓÅÄ ÁÓ υπϷ ÏÒ ÍÏÒÅ ÆÏÒ ÖÅÎÔÕÒÅÓ ÔÈÁÔ ÁÒÅ ÍÏÒÅ ÔÈÁÎ ÆÉÖÅ ÙÅÁÒÓ ÆÒÏÍ ÓÔÁÒÔ-up, 25% or 

more for ventures that are three to five years from start-up, and demonstrable intention to trade for 

ventures that are less than two years from start-ÕÐȱ (Barraket et al., 2010:16) 
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First, the ideal-typical social enterprise defined by EMES is based on a collective dynamic and the 

involvement of different stakeholders in the governance of the organization. The various categories of 

stakeholders may include beneficiaries, employees, volunteers, public authorities, and donors, among 

others. They can be involved in the membership or in the board of the social enterprise, thereby creating 

a "multi-stakeholder ownership" (Bacchiega and Borzaga, 2003). Such a multi-stakeholder ownership is 

even recognized or required by national level legislation in various countries (Italy, Portugal, Greece and 

France).32 Stakeholders can also participate through channels that are less formal than membership, such 

as representation and participation of users and workers in different committees in the everyday life of 

the enterprise. In many cases, indeed, one of the aims of social enterprises is to foster democracy at the 

local level through economic activity. To that extent, this approach to social enterprise remains clearly in 

line with and rooted in third sector literature, especially that part of it focusing on community 

development. This emphasis on collective dynamics contrasts with the one put on the individual profile of 

social entrepreneurs and their central role, especially in the social innovation school.33 

In the definition proposed in the FASES project, if there are criteria regarding the primacy of the social 

dimension, associated with a condition of reinvestment of the majority of surplus and regarding the 

importance of trade, nothing is said about the governance structure.  

However, we can find interesting information in the survey itself regarding the involvement of 

stakeholders. The extent to which beneficiaries are involved in the formal and informal decision making 

of the enterprise is reported as mixed. Member-based organisations are more likely than non-member 

based organisations to agree that their beneficiaries are involved in decision-making.  

Response to statement: Our beneficiaries are formally involved in the decision-making associated with our enterprise 

Organisations Highly disagree/ 

disagree 

Neutral  Highly agree/ 

agree 

Member-based  36% 22% 37% 

Not member-based 52% 29% 19% 

Source: FASES (Barraket et al., 2010:30) 

 

Response to statement: Our beneficiaries are informally involved in the decision-making associated with our enterprise 

Organisations Highly disagree/ 

disagree 

Neutral  Highly agree/ 

agree 

Member-based  22% 25% 53% 

                                                                    
32 In Italian social cooperatives, workers are members of the cooperative and disadvantaged workers should be 

members of the B-type cooperative that employs them, if this is compatible with their situation. The statutes may also 

foresee the presence of volunteers in the membership. In Portuguese "social solidarity co-operatives", users and 

workers must be effective members. In French "collective interest co-operative societies", at least three types of 

stakeholders must be represented: workers, users and at least a third category, defined according to the project 

carried out by the cooperative. As to Greek social co-operatives, they are based on a partnership between individuals 

of the "target group", psychiatric hospital workers and institutions from the community, and these different 

stakeholders have to be represented in the board of the organization.  
33 Nicholls (2006) explains that Banks (1972), interestingly, first coined the term "social entrepreneur" while 

referring to management approaches inspired by values such as those promoted by Robert Owen, a major utopian 

wiÄÅÌÙ ÃÏÎÓÉÄÅÒÅÄ ÁÓ Á ÆÁÔÈÅÒ ÏÆȣ ÔÈÅ ÃÏÏÐÅÒÁÔÉÖÅ ÍÏÖÅÍÅÎÔȢ 
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Not member-based 31% 30% 40% 

Source : FASES (Barraket et al., 2010:31) 

Second, one of the EMES criteria states that the decision-making power is not based on capital ownership, 

again reflecting the quest for more economic democracy that characterises the field of social enterprise in 

Europe, in the tradition of cooperatives. This generally means that the organisation applies the principle 

of "one member, one vote", or at least that the voting power in the governing body that has the ultimate 

decision-making rights is not distributed according to capital shares. In Europe such rules are reflected in 

different national legal frameworks designed for social enterprises, the majority of them requiring the 

rule of "one member, one vote".34  

There is as strong history of cooperatives in Australia too. In his book Ȭ4ÈÉÒÄ 3ÅÃÔÏÒȡ 4ÈÅ #ÏÎÔÒÉÂÕÔÉÏÎ ÏÆ 

.ÏÎÐÒÏÆÉÔ ÁÎÄ #ÏÏÐÅÒÁÔÉÖÅ %ÎÔÅÒÐÒÉÓÅ ÉÎ !ÕÓÔÒÁÌÉÁȱȟ -ÁÒË ,ÙÏÎÓ ÅØÐÌÁÉÎÓ Èow democratic control and 

material benefit proportionate to use are what distinguish the third sector from for-profit firms. 

According to him, in a third sector organisation, each member has an equal right to control. In the FASES 

project, almost 80% of the organizations reported having voting members. 

However, the FASES project reports that Ȱ'ÏÖÅÒÎÁÎÃÅ ×ÁÓ ÎÏÔ ÄÉÓÃÕÓÓÅÄ ÉÎ ÇÒÅÁÔ ÄÅÐÔÈ ÁÔ ÁÎÙ ÏÆ ÔÈÅ 

×ÏÒËÓÈÏÐÓ ÂÕÔ ȬÇÏÖÅÒÎÁÎÃÅ ÁÎÄ Ï×ÎÅÒÓÈÉÐ ÂÁÓÅÄ ÏÎ ÐÁÒÔÉÃÉÐÁÔÉÏÎȭ ×ÁÓ ÏÎÅ ÏÆ ÔÈÅ ÃÏÒÅ ÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅ 

criteria proposed. The main arguments put were that it was important to encourage participatory 

approaches to defining social needs and purpose and that inclusive governance is part of social 

engagementȢȱ (Barraket et al: 51). 

The place of social innovation  

For tÈÅ ȰÓÏÃÉÁÌ ÉÎÎÏÖÁÔÉÏÎ ÓÃÈÏÏÌȱȟ ÓÏÃÉÁÌ ÉÎÎÏÖÁÔÉÏÎ ÉÓȟ ÏÂÖÉÏÕÓÌÙȟ ÔÈÅ ÃÏÒÅ ÏÆ ÓÏÃÉÁÌ ÅÎÔÒÅÐÒÅÎÅÕÒÓÈÉÐȢ 4ÈÅ 

scaling up of social innovation has also been a concern from the outset, typically, to expand through the 

growth of the enterprise itself35 and/or with the support of foundations bringing a leverage effect to the 

initiative through increased financial means and professional skills as well as through celebration and 

demonstration strategies. For the earned income school, the debate seems less central. However, in 

recent years, we can see some convergences between the "social innovation" school and the "earned 

income" school as already stated. Social entrepreneurship is increasingly defined as mission-driven 

business which fosters business methods including earned-income strategies and social innovation.  

In the European context, the process of institutionalization of social enterprises has often been closely 

linked to the evolution of public policies. It is clear that recognition through public policies has been and 

still is a key channel for the diffusion of various models of social enterprise throughout Europe. As we 

have seen, social enterprises were pioneers in promoting the integration of excluded persons through a 

productive activity and a historical perspective shows that they have contributed to the development of 

new public schemes and legal frameworks.  

The FASES report acknowledges that there was relatively little discussion about innovation as a defining 

characteristic of social enterprise, as it was considered that not all forms of social enterprise are 

innovative. During preliminary discussions the idea was advanced that ȰÐÒÏÆÉÔ-distributing forms of social 

enterprise are perhaps the most socially innovative right now. We constrain what innovation is possible 

×ÈÅÎ ×Å ÆÏÃÕÓ ÏÎÌÙ ÏÎ ÎÏÔ ÆÏÒ ÐÅÒÓÏÎÁÌ ÐÒÏÆÉÔ ÆÏÒÍÓȱ (Barraket et al., 2010:51). In the survey, the response 

ȬÄÅÖÅÌÏÐÉÎÇ ÎÅ× ÓÏÌÕÔÉÏÎÓ ÔÏ ÓÏÃÉÁÌȟ ÃÕÌÔÕÒÁÌȟ ÅÃÏÎÏÍÉÃ ÏÒ ÅÎÖÉÒÏÎÍÅÎÔÁÌ ÐÒÏÂÌÅÍÓȭ was the second most 

                                                                    
34 It is the case for the Italian "social cooperative", the Portuguese "social solidarity co-operative", the Spanish "social 
initiative cooperative" and the French "collective interest co-operative society". In the Belgian "social purpose 
company", no single person can have more than 1/10th of the total number of votes linked to the shares being 
represented. The Belgian social purpose company also provides for procedures allowing each employee to participate 
ÉÎ ÔÈÅ ÅÎÔÅÒÐÒÉÓÅȭÓ ÇÏÖÅÒÎÁÎÃÅ ÔÈÒÏÕÇÈ ÔÈÅ Ï×ÎÅÒÓÈÉÐ ÏÆ ÃÁÐÉÔÁÌ ÓÈÁÒÅÓȢ 
35 A key example, often referred to, is provided by the Grameen Bank, which underwent a remarkable growth before 
it inspired other microfinance initiatives across the world. 
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frequently cited main purpose (by 26.4% of the organisations) (question 20). The great majority of 

respondents report that, in the twelve months prior to the survey, they developed new approaches to 

their mission fulfilment, business activities and operational processes. 

The FASES project reports some policy interest in the field of work integration social enterprise in order 

to develop intermediate labour market programs. It is noted too that the Victorian State Government and 

local governments (Brisbane City Council and Parramatta City Council36) have introduced social 

enterprise support on their policy agenda. However, the role of public policy in fostering social enterprise 

is not a key focus in this report.  

CONCLUSION  
From this analysis regarding the different dimensions which structure the various conceptions, what can 

we conclude concerning the Australian perspective?  

If we consider the definition which has been the result of a consensus between key stakeholders of the 

field, the conception clearly shows strong converging features with the earned income school: 

ȰÏÒÇÁÎÉÚÁÔÉÏÎÓ ÌÅÄ ÂÙ ÁÎ ÅÃÏÎÏÍÉÃȟ ÓÏÃÉÁÌȟ ÃÕÌÔÕÒÁÌȟ ÏÒ ÅÎÖÉÒÏÎÍÅÎÔÁÌ ÍÉÓÓÉÏÎ ÃÏÎÓÉÓÔÅÎÔ ×ÉÔÈ Á ÐÕÂÌÉÃ ÏÒ 

ÃÏÍÍÕÎÉÔÙ ÂÅÎÅÆÉÔ ÁÎÄ ÔÈÁÔ ÄÅÒÉÖÅ Á ÓÕÂÓÔÁÎÔÉÁÌ ÐÏÒÔÉÏÎ ÏÆ ÔÈÅÉÒ ÉÎÃÏÍÅ ÆÒÏÍ ÔÒÁÄÅȢȱ Combined with the last 

criterion - ȰÒÅÉÎÖÅÓÔÓ ÔÈÅ ÍÁÊÏÒÉÔÙ ÏÆ ÔÈÅÉÒ ÐÒÏÆÉÔȾÓÕÒÐÌÕÓ ÉÎ ÔÈÅ ÆÕÌÆÉÌÌÍÅÎÔ ÏÆ ÔÈÅÉÒ ÍÉÓÓÉÏÎȱ - this definition 

highlights the primacy of public benefit mission relying and the importance of trade. 

The results of the survey show a subset ɀ even if it is a minority ɀ of organizations which clearly aims at 

generating income to sustain the social mission of an association. This is at the heart of the early 

Ȱcommercial nonprofit ÁÐÐÒÏÁÃÈȱ. However, for the majority of organisations, the main purpose is to 

develop opportunities for people to participate in their community or to develop solutions to social, 

cultural, economic or environmental problems. They mainly rely on earned income and use a variety of 

legal forms even if the association is the dominant one. This is ÖÅÒÙ ÃÌÏÓÅ ÔÏ ȰÓÏÃÉÁÌ ÂÕÓÉÎÅÓÓ ÁÐÐÒÏÁÃÈȱ 

ÉÎÓÉÄÅ ÔÈÅ ȰÅÁÒÎÅÄ ÉÎÃÏÍÅ ÓÃÈÏÏÌȱ ×ÈÅÒÅ ÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅ ÉÓ ÄÅÆÉÎÅÄ ÁÓ "a business that trades for a social 

ÐÕÒÐÏÓÅȱȢ 4ÈÅ ÉÎÓÉÓÔÅÎÃÅ ÏÎ ÔÈÅ triple-bottom-ÌÉÎÅ ×ÈÉÃÈ ÃÈÁÒÁÃÔÅÒÉÚÅÓ ÔÈÅ ȰÂÌÅÎÄÅÄ ÖÁÌÕÅ ÁÐÐÒÏÁÃÈȱ ÄÏÅÓ 

not appear as central. The social impact is much more at the core of the debate than the economic return. 

,ÅÔȭÓ ÒÅÃÁÌÌ ÔÈÁÔ ÁÌÍÏÓÔ ωπϷ of social enterprises reported being not-for-profit organisations. 

What about the social innovation school ? Social innovation is not part of the core FASES definition even if 

social innovation appears as a driving force in the development of social enterprises which have 

completed the survey. The emphasis seems to be placed much more on processes than on individual 

entrepreneurs as in the social innovation school.  

The EMES approach differs from the two other schools on two major points. The conception of economic 

risk relies on a mix of resources. The EMES approach stresses specific governance models as the social 

enterprise concept is deeply root in the third sector characterized, in Europe, by a quest for economic 

democracy inside the enterprise. Concerning this latter point, a question in the FASES survey is included 

regarding the participation of beneficiaries to the social enterprise. The results are mixed and clearly 

governance does not appear as a central pillar of the identity of social enterprises. We could wonder why 

it is the case as there is strong tradition of cooperation and mutualism in Australia and as the seminal 

book of Lyons (2001) on third sector underlines its democratic control.  

Last but not least, we could ask ourselves what is the role of government in this growing field in Australia. 

This seems to remain an open question at this stage of the debate. In Europe, public policies have been a 

key channel in the development of the sector through the development of specific legal frameworks and 

public schemes targeted to social enterprises Such public policies, however, have not been designed and 

                                                                    
36 SÅÅ ÔÈÅ ÒÅÐÏÒÔ Ȱ4Ï ÓÔÕÄÙ ÈÏ× ÔÈÅ ÐÕÂÌÉÃ ÓÅÃÔÏÒ ÃÁÎ ÓÕÐÐÏÒÔ ÇÒÏ×ÔÈ ÁÎÄ ÓÕÓÔÁÉÎÁÂÉÌÉÔÙ ÉÎ ÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅ ÁÃÔÉÖÉÔÙȱ 
ɉ-Ã.ÅÉÌÌȟ ςππωɊȢ -Ã.ÅÉÌÌȭÓ ÒÏÌÅ ÉÓ ÔÏ ÄÅÖÅÌÏÐ ÓÏÃÉÁÌ ÅÎÔÅÒÐÒÉÓÅ ÁÔ ÔÈÅ 0ÁÒÒÁÍÁÔÔÁ #ÉÔÙ #ÏÕÎÃÉÌȢ 
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implemented without raising important questions and strong debates. More precisely, the nature of social 

enterprises' mission appears to be a contested issue between promoters of social enterprises and public 

bodies. Public schemes often frame their objectives in a way that is considered as too narrow by some 

promoters, with a risk of reducing social enterprises to the status of instruments to achieve specific goals 

which are given priority on the political agenda. In other contexts, such as the United States, social 

innovation has been expected, typically, to expand through scaling up dynamics relying mostly on private 

actors. Such trajectories are not without risks. The main one could result from a kind of implicitly shared 

confidence in market forces to solve an increasing number of social issues in modern societies. Even 

though various scholars stress the need to mobilize various types of resources, it is not impossible that 

the current wave of social entrepreneurship may act as a priority-setting process and a selection process 

of social challenges deserving to be addressed because of their potential in terms of earned income.  

The perspective we have adopted suggests that the distinctive conceptions of social enterprise and social 

entrepreneurship are deeply rooted in the social, economic, political and cultural contexts in which these 

organizations emerge. We have also noted recent efforts in the academic debate to go beyond divergences 

which used to characterize the different schools of thought. These different conceptions are present 

nowadays in the different parts of the world where a debate around social enterprise and social 

entrepreneurship emerges.  

In this overall perspective, our view is that a deep understanding of what a social enterprise can be is not 

only meaningful in the academic debate; it is also needed to avoid temptations to simplify social 

challenges. The understanding of social entrepreneurship and social enterprises requires that 

researchers humbly take into account the local or national specificities which shape these initiatives in 

various ways. It is clear that supporting the development of social enterprise cannot be done just through 

exporting US or European approaches.37 Unless they are embedded in local contexts, social enterprises 

will just be replications of formulae that will last only as long as they are fashionable. 

 
  

                                                                    
37 For instance, when collaborating with the UNDP to analyze the potential for promoting social enterprise in Central 
and Eastern European countries and in the Community of Independent States, the EMES Network decided to radically 
simplify its approach based on Western European experiences (EMES ɀ UNDP, 2008)  
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