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ABSTRACT 
  
 The idea of “social entrepreneurship” has struck a responsive chord. It is a phrase well suited to our times. 
It combines the passion of a social mission with an image of business-like discipline, innovation, and 
determination commonly associated with, for instance, the high-tech pioneers of Silicon Valley. The time is 
certainly ripe for entrepreneurial approaches to social problems. Many governmental and philanthropic efforts 
have fallen far short of our expectations. Major social sector institutions are often viewed as inefficient, 
ineffective, and unresponsive. Social entrepreneurs are needed to develop new models for a new century.The 
language of social entrepreneurship may be new, but the phenomenon is not. We have always had social 
entrepreneurs, even if we did not call them that. They originally built many of the institutions we now take for 
granted. However, the new name is important in that it implies a blurring of sector boundaries. In addition to 
innovative not-for-profit ventures, social entrepreneurship can include social purpose business ventures, such as 
for-profit community development banks, and hybrid organizations mixing not-for-profit and for-profit 
elements, such as homeless shelters that start businesses to train and employ their residents. The new language 
helps to broaden the playing field. Social entrepreneurs look for the most effective methods of serving their 
social missions. Though the concept of “social entrepreneurship” is gaining popularity, it means different things 
to different people. This can be confusing. Many associate social entrepreneurship exclusively with not-for-
profit organizations starting for-profit or earned-income ventures. Others use it to describe anyone who starts a 
not-for-profit organization. Social entrepreneurship, as described here, is not a tidy concept. Its untidiness has 
been argued  here to be a reflection of the way that the world is. There are, however, significant landmarks in 
the complex geography of the concept, and the purpose of this paper has been to advance an understanding of 
those marks and their importance. The authors submit that the notion as outlined above makes a significant 
contribution to understanding the complex phenomenon of directing organizational activity toward the 
achievement of social purposes. 
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Introduction 
 
 Nowadays, the entrepreneurship area comprehends a broad range of theories and approaches and has been 
studied in many ways and with different purposes. 
 Authors from all fields of social sciences – economics, sociology, anthropology, psychology, history, 
politics and several other areas of business sciences – have given contributions to this area. Thus, the 
entrepreneurship field of research that is still in notorious development, is considered interdisciplinary and 
multidisciplinary (Davidsson, 1989). 
 Despite the popularity and relevance that the subject has demonstrated, there is no acceptable universal 
theory that defines with precision the field of intervention on entrepreneurship, establishing its origin on the 
crosswise of a set of approaches proceeding from other areas of knowledge (Virtanen, 1997). 
 In this research, there is a particular interest on approaching entrepreneurship centred on the individual, 
with the purpose of reaching a coherent theoretical board of reference that may lead to the identification of the 
potential entrepreneur’s profile. This study also intends to explore the motivations to create a start-up business, 
regarding students of the University of Beira Interior. 
 Much has been written about entrepreneurship, mainly as a driver of capitalism and economic activity. 
However, when economic decline has adversely affected local communities, these 
 communities are likely to need both economic and social regeneration. As well as business entrepreneurs, 
we need social entrepreneurs, people who realise where there is an opportunity to satisfy some unmet need that 
the state welfare system will not or cannot meet, and who gather together the necessary resources (generally 
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people, often volunteers, money and premises) and use these to ``make a difference''. Social entrepreneurship is 
not new, although it is beginning to enjoy a higher media profile than it has in the past. It was, after all, the 
bedrock of Victorian private hospitals; it has always been a key feature of charity work; and it is clearly evident 
in the more recent hospice movement. It is important; if any of the ventures discussed in this paper were to 
disappear, the communities they help would lose something which demonstrably adds value for them. Social 
entrepreneurship needs champions who understand which initiatives are most appropriate, feasible and desirable 
and who can bring out the latent enterprise in others. This paper explores the current need for social 
entrepreneurship describes a number of contemporary examples and considers the implications for achieving 
UK Prime Minister Tony Blair's stated ambition of an ``explosion of acts of community'': In the first half of this 
century we learned that the community cannot achieve its aims without the help of government providing 
essential services and a backdrop of security. In the second half of the century we learnt that gwithout the 
energy and commitment of others ± voluntary organizations, business and, crucially, the wider public I have 
always believed that the bonds that individuals make with each other and their communities are every bit as 
important as the things provided for them by the state . . . Every year thousands of social entrepreneurs achieve 
extraordinary things in difficult circumstances For all the millions who get involved [in community initiatives 
and the voluntary sector] there are millions more who would get involved if they knew how ,So I set down a 
challenge: That we mark the Millennium with an explosion in ``acts of community'' that touch people's lives 
(Extracted from a speech by UK Prime Minister Tony Blair in January 1999). 
 Social entrepreneurship can be readily understood from the following example (Dinnen and Dinnen, 1995): 
Elliott Tepper is an American missionary who lives in Spain. He has an MBA but has chosen to channel his not 
inconsiderable energies into helping alcoholics and drug addicts. He started Betel, a not-for-profit Christian 
rehabilitation centre, in the early 1990s. At any one time Betel houses over 500 young addicts, both men and 
women, in single-sex homes in ten Spanish cities, in Birmingham in the UK and in Brooklyn, New York. Half 
of the people on Betel's  programme are HIV-positive. Most of the houses or ``communities'' ± a number of 
which have been obtained by initially squatting and then ``doing up'' ± are run by volunteer ex-
addicts.overnment cannot achieve its aims Here we see that an obvious need is being addressed by someone 
with a vision who is able to gather together the financial, people and other resources required to operationalise 
the vision. On this occasion, and not unusually, that person is a  Christian Minister. At the heart of the initiative 
are buildings, without which the venture would be impossible. Like the partial reliance on charity shops all these 
issues are commonly found in social entrepreneurship. Three other factors make Betel distinctive and unusual ± 
and different from most charities. First, in order to benefit from the rehabilitation programme, people have to do 
something; the support they receive is not a free gift. Second, part of Betel's income comes from the 
beneficiaries actually working and earning. Third, the original idea has been grown into a major initiative which 
has broken out of a single community identity. 
 
Current Theories of Entrepreneurship: 
 
 Contemporary writers in management and business have presented a wide range of theories of 
entrepreneurship. Many of the leading thinkers remain true to the Say-Schumpeter tradition while offering 
variations on the theme. For instance, in his attempt to get at what is special about entrepreneurs, Peter Drucker 
starts with Say’s definition, but amplifies it to focus on opportunity. Drucker does not require entrepreneurs to 
cause change, but sees them as exploiting the  opportunities that change (intechnology, consumer preferences, 
social norms,etc.) creates. He says, “this defines entrepreneur and entrepreneurship—the entrepreneur always 
searches for change, responds to it, and exploits it as an opportunity.” The notion of “opportunity” has come to 
be central to many current definitions of entrepreneurship. It is the way today’s management theorists capture 
Say’s notion of shifting resources to areas of higher yield. An opportunity, presumably, means an opportunity to 
create value in this way. Entrepreneurs have a mind-set that sees the possibilities rather than the problems 
created by change. 
 For Drucker, starting a business is neither necessary nor sufficient for entrepreneurship. He explicitly 
comments, “Not every new small business is entrepreneurial or represents entrepreneurship.” He cites the 
example of a “husband and wife who open another delicatessen store or another Mexican restaurant in the 
American suburb” as a case in point. There is nothing especially innovative or change-oriented in this. The same 
would be true of new not-forprofit organizations. Not every new organization would be entrepreneurial. Drucker 
also makes it clear that entrepreneurship does not require a profit motive. Early in his book on Innovation and 
Entrepreneurship, Drucker asserts, “No better text for a History of Entrepreneurship could be found than the 
creation of the modern university, and especially the modern American university.” He then explains what a 
major innovation this was at the time. Later in the book, he devotes a chapter to entrepreneurship in public 
service institutions. 
 Howard Stevenson, a leading theorist of entrepreneurship at Harvard Business School, added an element of 
resourcefulness to the opportunity-oriented definition based on research he conducted to determine what 
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distinguishes entrepreneurial management from more common forms of  “administrative” management. After 
identifying several dimensions of difference, he suggests defining the heart of entrepreneurial management as 
“the pursuit of opportunity without regard to resources currently controlled.” 
 He found that entrepreneurs not only see and pursue opportunities that elude administrative managers; 
entrepreneurs do not allow their own initial resource endowments to limit their options.  
 To borrow a metaphor from Elizabeth Barrett Browning, their reach exceeds their grasp. Entrepreneurs 
mobilize the resources of others to achieve their entrepreneurial objectives. 
 Administrators allow their existing resources and their job descriptions to constrain their visions and 
actions. Once again, we have a definition of entrepreneurship that is not limited to business start-ups. 
 
Theoretical Considerations: 
 
 Definitions of social entrepreneurship range from broad to narrow. In the former, social entrepreneurship 
refers to innovative activity with a social objective in either the for-profit sector, such as in social-purpose 
commercial ventures (e.g., Dees & Anderson, 2003; Emerson & Twersky, 1996) or in corporate social 
entrepreneurship (e.g., Austin, Leonard, Reficco, & Wei-Skillern, 2004); or in the nonprofit sector, or across 
sectors, such as hybrid structural forms which mix for-profit and nonprofit approaches (Dees, 1998). Under the 
narrow definition, social entrepreneurship typically refers to the phenomenon of applying business expertise and 
market-based skills in the nonprofit sector such as when nonprofit organizations develop innovative approaches 
to earn income (Reis, 1999; Thompson, 2002). 
 Social entrepreneurs play the role of change agents in the social sector, by: · Adopting a mission to create 
and sustain social value (not just private value). Recognizing and relentlessly pursuing new opportunities to 
serve that mission,· Engaging in a process of continuous innovation, adaptation, and learning, · Acting boldly 
without being limited by resources currently in hand, and · Exhibiting heightened accountability to the 
constituencies served and for the outcomes created. 
 This is clearly an “idealized” definition. Social sector leaders will exemplify these characteristics in 
different ways and to different degrees. The closer a person gets to satisfying all these conditions, the more that 
person fits the model of a social entrepreneur. Those who are more innovative in their work and who create 
more significant social improvements will naturally be seen as more entrepreneurial. Those who are truly 
Schumpeterian will reform or revolutionize their industries. Each element in this brief definition deserves some 
further elaboration. Let’s consider each one in turn. 
 Common across all definitions of social entrepreneurship is the fact that the underlying drive for social 
entrepreneurship is to create social value, rather than personal and shareholder wealth (e.g., Zadek & Thake, 
1997), and that the activity is characterized by innovation, or the creation of something new rather than simply 
the replication of existing enterprises or practices. The central driver for social entrepreneurship is the social 
problem being addressed, and the particular organizational form a social enterprise takes should be a decision 
based on which format would most effectively mobilize the resources needed to address that problem. Thus, 
social entrepreneurship is not defined by legal form, as it can be pursued through various vehicles. Indeed, 
examples of social entrepreneurship can be found within or can span the nonprofit, business, or governmental 
sectors. 
 We will use this broader conceptualization of social entrepreneurship here to offer a comparative analysis 
with commercial entrepreneurship. We define social entrepreneurship as innovative, social value creating 
activity that can occur within or across the nonprofit, business, or government sectors. However, most 
definitions of social entrepreneurship in popular discourse, as well as in the academic literature, focus primarily 
on social entrepreneurship within and across the nonprofit and business sectors. To build on previous work and 
for the purposes of this article, we will limit our discussion to these two sectors as well. 
 To approach the comparative analysis more specifically, we offer the following series of theoretical 
propositions focusing on four different variables to guide the comparison: 
• Market failure. One theory behind the existence of social-purpose organizations is that they emerge when there 
is social-market failure, i.e., commercial market forces do not meet a social need, such as in public goods 
(Weisbrod, 1975, 1977) or in contract failure (Nelson & Krashinsky, 1973). This is often due to the inability of 
those needing the services to pay for them.1 A problem for the commercial entrepreneur is an opportunity for 
the social entrepreneur. Our proposition here is: Market failure will create differing entrepreneurial 
opportunities for social and commercial entrepreneurship. 
• Mission. The fundamental purpose of social entrepreneurship is creating social value for the public good, 
whereas commercial entrepreneurship aims at creating profitable operations resulting in private gain. This 
contrast is, of course, overstated. Commercial entrepreneurship does benefit society in the form of new and 
valuable goods, services, and jobs, and can have transformative social impacts. Such transformations can even 
be a driving motivation for some commercial entrepreneurs. Nonetheless, the differences in purpose and reward 
are useful for our comparative analysis. Our proposition is: Differences in mission will be a fundamental 



2935 
J. Appl. Sci. Res., 8(6): 2932-2940, 2012 

 

distinguishing feature between social and commercial entrepreneurship that will manifest itself in multiple areas 
of enterprise management and personnel motivation. Commercial and social dimensions within the enterprise 
may be a source of tension. 
• Resource mobilization. The nondistributive restriction on surpluses generated by nonprofit organizations and 
the embedded social purpose of for-profit or hybrid forms of social enterprise limits social entrepreneurs from 
tapping into the same capital markets as commercial entrepreneurs. Additionally, the economics of a social 
entrepreneurial venture often make it difficult to compensate staff as competitively as in commercial markets. In 
fact, many employees in social entrepreneurial organizations place considerable value on nonpecuniary 
compensation from their work. Our proposition is: Human and financial resource mobilization will be a 
prevailing difference and will lead to fundamentally different approaches in managing financial and human 
resources Performance measurement. The social purpose of the social entrepreneur creates greater challenges 
for measuring performance than the commercial entrepreneur who can rely on relatively tangible and 
quantifiable measures of performance such as financial indicators, market share, customer satisfaction, and 
quality. Additionally, the various financial and nonfinancial stakeholders to which a social entrepreneurial 
organization are readily accountable to are greater in number and more varied, resulting in greater complexityin 
managing these relationships (Kanter & Summers, 1987). The challenge of measuring social change is great due 
to nonquantifiability, multicausality, temporal dimensions, and perceptive differences of the social impact 
created. Our proposition is: Performance measurement of social impact will remain a fundamental differentiator, 
complicating accountability and stakeholder relations. 
 Note that the distinction between social and commercial entrepreneurship is not dichotomous, but rather 
more accurately conceptualized as a continuum ranging from purely social to purely economic. Even at the 
extremes, however, there are still elements of both. 
 That is, charitable activity must still reflect economic realities, while economic activity must still generate 
social value. Although social entrepreneurship is distinguished primarily by its social purpose and occurs 
through multiple and varied organizational forms, there is still significant heterogeneity in the types of activity 
that can fall under the social entrepreneurship rubric. Thus, while these four propositions can be distinguishing 
factors between commercial and social entrepreneurship, the degree to which they delineate the differences can 
vary. For example, a social-purpose commercial enterprise may differ less on these dimensions from its 
commercial counterparts than a social enterprise that does not have any commercial aspect to its operations. The 
four propositions are not meant to be definitive, nor exhaustive, but rather provide us with a theoretical frame 
with which to engage in the subsequent comparative analysis. 
 
The importance and domain of social entrepreneurship: 
 
 Throughout theworld, socially conscious individuals have introduced and applied innovative business 
models to address social problems previously overlooked by business, governmental and non-governmental 
organizations (NGOs). These entrepreneurs have played a vital role in ameliorating adverse social conditions, 
especially in underdeveloped and emerging economies where resource scarcity and corruption among 
governments and even NGOs severely limit the attention given to serious social needs (Prahalad, 2005; Zahra et 
al., in press). Social entrepreneurs have also become highly visible agents of change in developed economies, 
where they have applied innovative and cost-effective methods to address nagging social problems (i.e., 
poverty, gender inequality, etc.) that have defied traditional solutions (Cox and Healey, 1998). The movement 
by several countries to“marketize” the social service sector (Salamon, 1999) has also fueled the desire to use the 
efficiency of competitive markets to improve social performance (Goerke, 2003; Zahra et al., 2000). Several 
governments, including that of the US, have also dramatically cut federal spending on social services such as 
education and community development (Lasprogata and Cotton, 2003), creating a need for entrepreneurial 
activities to raise funds and address social needs. 
 The global movement toward privatization and marketization has also profoundly influenced not-for-profit 
organizations and NGOs, pressuring them to address the gaps left in the provision of social services. Though 
funding for these activities from traditional sources has declined (Wolverton, 2003), the costs of delivering these 
programs have increased (Leadbetter, 1997). 
 Consequently, more and more not-for-profit organizations attend to an expanding set of complex social 
needs, yet rely on fewer funds. This has prompted some not-for-profits to apply entrepreneurial strategies and 
business models. This includes forming collaborative relationships to finance and operate programs that pursue 
their social missions (Foster and Bradach, 2005; Chell,2007; Pearce and Doh, 2005). These institutional changes 
have also given rise to a variety of social ventures (Dorado, 2006;Thompson and Doherty, 2006).Despite the 
growing scholarly interest in social entrepreneurship (Hemingway, 2005), there is no clear definition of its 
domain. 
 This task has been complicated by social entrepreneurship's numerous manifestations, and the breadth of 
the scholarly communities studying the subject. Furthermore, the term itself combines two  ambiguous words 
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connoting different things to different people (Mair and Marti, 2004). Disagreements persist about the domain of 
entrepreneurship (Shane and Venkataraman, 2000; Zahra and Dess, 2001) and adding the value-laden prefix 
“social” further exacerbates this definitional debate. 
 Entrepreneurs, including those who have found and lead social ventures, usually pursue multiple goals that 
include a diverse set of personal objectives (Kahneman and Tversky, 1979; Baker et al., 2005). Commercial 
entrepreneurs are largely driven by profits (Knight, 1921; Schumpeter, 1934; Kirzner, 1973) and their 
performance is typically measured by financial returns (Austin et al., 2006). Social entrepreneurs often espouse 
both social and economic goals in pursuing a particular opportunity (e.g., Dorado, 2006; Thompson and 
Doherty, 2006). Existing definitions imply that social entrepreneurship relates to exploiting opportunities for 
social change and improvement, rather than traditional profit maximization. 
 Social entrepreneurship offers the quintessential example of how diverse motives (Spear, 2006) can inspire 
individuals to conceive, build and operate organizations that address personally important issues. This belief 
builds on Cyert and March's (1963:9) observation that “entrepreneurs, like anyone else, have a host of personal 
motives,” reflecting both economic and noneconomic goals. Following this logic, organizations pursuing profits 
as their sole objective often fall outside the domain of social entrepreneurship. Similarly, for-profit firms 
engaged in philanthropic endeavors or socially responsible activities would generally lie outside the boundaries 
of social entrepreneurship. Likewise, not-for-profit organizations, social service organizations or NGOs ignoring 
the economic implications of their operations would generally also lie outside the boundaries of social 
entrepreneurship. 
 The “total wealth” standard, with its demarcation of economic and social wealth, can be useful for scholars, 
donors and practitioners as they evaluate both economic and social opportunities and ventures. It can also 
provide a benchmark for evaluating the performance of economic and social ventures based on desired 
performance goals or performance relative to other organizations. This standard can also guide social 
entrepreneurs as they identify the value of the opportunities they decide to pursue. Donors can also apply this 
standard to monitor and hold social entrepreneurs accountable or focus their ventures on achieving better 
outcomes. 
 Still, the social wealth standard is imprecise and difficult to measure because many of the products and 
services that social entrepreneurs provide are non-quantifiable. For instance, what is the social value of 
cleanwater in remote villages, the adoption of orphans from wartorn nations or the  empowerment of women 
entrepreneurs in oppressive societies? Further complicating the task of determining social wealth is the 
subjective nature of social value itself, which varies greatly from one context to another (Baker et al., 2005). 
Still, the social wealth standard offers a promising heuristic for evaluating social opportunities and ventures. It 
also delineates the distinctiveness and contribution of social entrepreneurship. 
 The literature also underscores the importance of the capacity of those involved in discovering and pursuing 
social opportunities for venture success (Dees, 1998; Brinkerhoff, 2001; Mort et al. 2002; Schwab Foundation, 
2005; NYU Stern, 2005;Mair and Marti, 2006a; Peredo and McLean, 2006). The successful pursuit of social 
entrepreneurs' mission requires that they effectively perform a variety of activities — some innovative and some 
decidedly mundane (e.g., bookkeeping). However, many of the descriptions presented in Table 1 highlight only 
those activities directly related to the innovative delivery of products and services (Reis, 1999; Mort et al. 2002; 
Alford et al., 2004; Harding, 2004; Mair and Marti, 2006a,b; Peredo and McLean, 2006). 
 Consequently, those individuals and organizations not actively engaged in innovative means of delivering 
products and services fall outside the field of social entrepreneurship. 
 To summarize, defining social entrepreneurship requires appreciating the motivations of individuals and 
groups who take the risks associated with conceiving, building, launching and sustaining new organizations and 
business models. This means certain individuals with particular values, capabilities and skills will be attracted to 
social entrepreneurship, search for opportunities, and innovative organizational responses to create social 
wealth. By integrating these observations,we suggest the following definition: Social entrepreneurship 
encompasses the activities and processes undertaken to discover, define, and exploit opportunities in order to 
enhance social wealth by creating new ventures or managing existing organizations in an innovative manner. 
 
Differences between Business and Social Entrepreneurs: 
 
 The ideas of Say, Schumpeter, Drucker, and Stevenson are attractive because they can be as easily applied 
in the social sector as the business sector. They describe a mind-set and a kind of behavior that can be manifest 
anywhere. In a world in which sector boundaries are blurring, this is an   advantage. We should build our 
understanding of social entrepreneurship on this strong tradition of entrepreneurship theory and research. Social 
entrepreneurs are one species in the genus entrepreneur. They are entrepreneurs with a social mission. However, 
because of this mission, they face some distinctive challenges and any definition ought to reflect this. For social 
entrepreneurs, the social mission is explicit and central. This obviously affects how social entrepreneurs 
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perceive and assess opportunities. Mission-related impact becomes the central  criterion, not wealth creation. 
Wealth is just a means to an end for social entrepreneurs. 
 With business entrepreneurs, wealth creation is a way of measuring value creation. This is because  
Business  entrepreneurs  are subject to market discipline, which determines in large part whether they are 
creating value. If they do not shift resources to more economically productive uses, they tend to be driven out of 
business. 
 Markets are not perfect, but over the long haul, they work reasonably well as a test of private value creation, 
specifically the creation of value for customers who are willing and able to pay. An entrepreneur’s ability to 
attract resources (capital, labor, equipment, etc.) in a competitive marketplace is a reasonably good indication 
that the venture represents a more productive use of these resources than the alternatives it is competing against. 
The logic is simple. 
 Entrepreneurs who can pay the most for resources are typically the ones who can put the resources to higher 
valued uses, as determined in the marketplace. Value is created in business when customers are willing to pay 
more than it costs to produce the good or service being sold. The profit (revenue minus costs) that a venture 
generates is a reasonably good indicator of the value it has created. If an entrepreneur cannot convince a 
sufficient number of customers to pay an adequate price to generate a profit, this is a strong indication that 
insufficient value is being created to justify this use of resources. A re-deployment of the resources happens 
naturally because firms that fail to create value cannot purchase sufficient resources or raise capital. They go out 
of business. 
 Firms that create the most economic value have the cash to attract the resources needed to grow. Markets do 
not work as well for social entrepreneurs. In particular, markets do not do a good job of valuing social 
improvements, public goods and harms, and benefits for people who cannot afford to pay. These elements are 
often essential to social entrepreneurship. That is what makes it social entrepreneurship. As a result, it is much 
harder to determine whether a social entrepreneur is creating sufficient social value to justify the resources used 
in creating that value. 
 The survival or growth of a social enterprise is not proof of its efficiency or effectiveness in improving 
social conditions. It is only a weak indicator, at best. Social entrepreneurs operate in markets, but these markets 
often do not provide the right discipline. Many social-purpose organizations charge fees for some of their 
services. They also compete for donations, volunteers, and other kinds of support. But the discipline of these 
“markets” is frequently not closely aligned with the social entrepreneur’s mission. It depends on who is paying 
the fees or providing the resources, what their motivations are, and how well they can assess the social value 
created by the venture. It is inherently difficult to measure social value creation. How much social value is 
created by reducing pollution in a given stream, by saving the spotted owl, or by providing companionship to 
the elderly? The calculations are not only hard but also contentious. Even when improvements can be measured, 
it is often difficult to attribute an them to a specific intervention. Are the lower crime rates in an  area due to the 
Block Watch, new policing techniques, or just a better economy? Even when improvements can be measured 
and attributed to a given intervention, social entrepreneurs often cannot capture the value they have created in an 
economic form to pay for the resources they use. 
 Whom do they charge for cleaning the stream or running the Block Watch? How do they get everyone who 
benefits to pay? To offset this value-capture problem, social entrepreneurs rely on subsidies, donations, and 
volunteers, but this further muddies the waters of market discipline. 
 The ability to attract these philanthropic resources may provide some indication of value creation in the 
eyes of the resource providers, but it is not a very reliable indicator. The psychic income people get from giving 
or volunteering is likely to be only loosely connected with actual social impact, if it is connected at all. 
 
Ethics of social entrepreneurship: 
 
 Despite the widely acknowledged importance of social entrepreneurship, concerns persist over the ethics of 
its practice. Some believe social entrepreneurship represents a harmful marriage between opposing values. The 
increased emphasis on efficient and profitable market models dramatically clashes with many of the founding 
ideals of the public sector and NGOs dedicated to fostering the public good (e.g., Eikenberry and Kluver, 2004). 
Critics also charge the application of organizational models that stress competitive practices is incongruent with, 
and even dangerous to, the values of the traditional social models. These values emphasize community 
participation, transparency, due process and stewardship (Alexander and Weiner, 1998).  
 Sustaining social ventures often requires a strong entrepreneurial orientation that is grounded in the use of 
business models. 
 For example, the Aravind Eye Clinic in India charges some indigent patients the equivalent of US$4 for a 
US$1 cataract lens to help defray the cost of serving even poorer patients who get the implants for free 
(Prahaald, 2004). Nirmalan et al. (2004) found that among India's rural poor, a large percentage need eye care 
services but do not seek treatments from existing institutions which are inefficient and slow. In contrast, 
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Aravind offers quick, easy-to-access and reasonably priced, quality services that address some unmet social 
needs. The business model used helps to defray the poor's cost. Still, a focus on business models can also tilt 
social entrepreneurs' focus away from addressing their chosen causes toward making a profit, shifting services 
away from the truly indigent to only those who can afford to pay. This may also lead to the denial of services to 
constituents who are costly to serve. A strong emphasis on entrepreneurial orientation could also cause the 
reduction, or even the abandonment, of the programs whose outcomes are uncertain, progress is slow, or success 
rates are difficult to measure (Eikenberry and Kluver, 2004). Thus, while an entrepreneurial orientation can 
produce desirable change, its effects could also leave clients with compelling needs unserved, marginalized, or 
force some to pay for services that others may get at a lower rate . While social entrepreneurs are driven by an 
ethical obligation and desire to improve their communities and societies, egoism can drive them to 
followunethical practices. Egoism is especially relevant because the identity and passions of social 
entrepreneurs usually compel them to create and lead social ventures. Longnecker et al. (1988: 64) observe that, 
“Entrepreneurial ethics may have their roots in the individualism associated with entrepreneurial behavior,” and 
some have observed social entrepreneurs have the same core temperament as their economically motivated 
peers (Davis, 2002). This egoistic streak, therefore, may lead some social entrepreneurs to believe that any 
actions taken to fulfill their ambitions are ethically justified (Longnecker et al., 1988).Each of the three social 
entrepreneur types we have profiled in this article faces unique ethical challenges. These depend on: their 
motives, the resources required to pursue their ambitions, and the governance and control mechanisms in place 
to regulate their behaviors. Below, we highlight these contrasts and discuss the ethical challenges that these 
different social entrepreneurs might encounter. 
 
Conclusions: 
 
 Social entrepreneurs make significant and diverse contributions to their communities and societies, 
adopting business models to offer creative solutions to complex and persistent social problems.We propose that 
social entrepreneurship “encompasses the activities and processes undertaken to is cover, define, and exploit 
opportunities in order to enhance social wealth by creating new ventures or managing existing organizations in 
an innovative manner". 
 In this article, we highlight social wealth as a metric for measuring the contributions of social 
entrepreneurship within the context of total wealth maximization. To us, “total wealth” comprises both 
economic and social wealth. Our proposed metric, therefore, acknowledges that any economic and social value 
created may offset the economic and social costs incurred. It also takes into account the forgone costs of other 
opportunities not pursued. 
 Building on the work of Hayak, Kirzner and Schumpeter, we also identify three types of social 
entrepreneurs: Social Bricoleur,Social Constructionist, and Social Engineer. Social  Bricoleurs usually needs. 
Social Constructionists typically exploit opportunities and market failures by filling gaps to underserved clients 
in order to introduce reforms and innovations to the broader social system. Finally, Social Engineers recognize 
systemic problems within existing social structures and address them by introducing revolutionary change. As a 
result, these entrepreneurs often destroy dated systems, and replace them with newer and more suitable ones. 
Given these differences, we propose that these three types of social entrepreneurs vary in how they discover 
social opportunities (i.e., search processes), determine their impact on the broader social system, and assemble 
the resources needed to pursue these opportunities.We also discuss ethical issues unique to each type of social 
entrepreneur. A key contribution of our article is highlighting key ethical concerns encountered when uniting 
economic thinking with the desire to generate social wealth. These challenges vary based upon social 
entrepreneurs' motives, the resources needed to pursue their ambitions, as well as the governance and control 
mechanisms employed to regulate their behaviors. Because the goals of social ventures are deeply rooted in the 
values of their founders, balancing the motives to create social wealth with the need for profits and economic 
efficiency can be tricky. Applying new and untested organizational models also raises concerns about the 
accountability of the actors involved. Furthermore, social entrepreneurs operate in domains with scant 
governance and oversight. 
 This enables some to cut ethical corners or place their personal agendas and economic objectives ahead of 
the fiduciary needs of their clients. We conclude by outlining key implications for social ventures' founders and 
entrepreneurs. We also offer an agenda for future research on the ethics of social entrepreneurship.Social 
entrepreneurship is an important topic that has sparked ongoing discussion and debate (Austin et al., 2006). 
Somescholars have begun to delineate the distinct domain of this phenomenon, examine its potential to address 
social problems, and explore its implications for wealth creation (Austin et al., 2006; Bornstein, 2004; Davis, 
2002; Dees et al., 2004; MacMillan, 2005). To some, social entrepreneurship offers innovative solutions to 
complex and persistent social issues by applying traditional business and market-oriented models (Spear, 2006; 
Dorado, 2006; Mair and Noboa, 2003; Pearce and Doh, 2005). As such, social entrepreneurship provides an 
alternative to a culture of greed and selfishness (Hemingway, 2005; Mintzberg et al., 2002). Still, others view 
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social entrepreneurship as a vague and poorly understood concept (Martin and Osberg, 2007) whose practice 
raises thorny ethical concerns (Fowler, 2000). These issues reflect the unique values that social entrepreneurs 
hold and the search processes they follow in identifying, evaluating and exploiting opportunities. In this article, 
we have two objectives. First, we build on the work of Hayek (1945), Kirzner (1973) and Schumpeter (1934) to 
advance a typology that identifies three types of social entrepreneurs. These entrepreneurs vary in how they 
define opportunities, view their missions, acquire resources, and address social ills. Second, we use the proposed 
typology of social entrepreneurs to explore various ethical issues encountered in practice. Entrepreneurial 
activities are often associated with the opportunity to cut ethical corners (Barendsen and Gardner, 2004;  
Kuratko  and  Goldsby, 2004). Yet, balancing social wealth with the desire to make profits and maintain 
economic efficiency is no simple matter. The new and untested organizational models that social entrepreneurs  
follow often raise concerns about their accountability and contributions.  
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