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The content of the present educational module is based on the following 
elements:

•	 Innovation as a driver of new business models

•	 Social entrepreneurship

•	 Business networks

•	 New business models

These elements are fundamental for the development of social business with 
the aim of creating a modern and globally competitive economy. Therefore, 
this module will try to bring the reader closer to the concepts of social 
entrepreneurship, innovation in social entrepreneurship as well as new business 
models.

PurPosE 

•	 Get acquainted with the concepts of social innovation and new business 
models

•	 Learn about social innovation in the EU

•	 Understand the importance of social entrepreneurship

•	 Recognize social impact of enterprises

•	 Learn how to build business networks

•	 Differentiate new business models

LEarnIng outCoMEs 

•	 To understand the importance of embracing a new entrepreneurial 
mind-set

•	 To evaluate the effectiveness of new solutions in meeting social needs

•	 To	learn	about	modes	of	financing	of	a	social	enterprise
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•	 To learn how to measure social impact

•	 To understand correlation between business networks and innovation

•	 To be able to apply new business models

KEywords 

•	 Social issues

•	 Innovation

•	 Social entrepreneurship

•	 Social impact

•	 Business networks

•	 New business models
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Europe is facing complex societal challenges which existing systems fail to meet. 
This indicates a paradigm shift which calls for a new mind-set and innovative 
solutions. The economic crisis that has hit Europe in recent years has sparked 
numerous	 debates	 about	 finding	 new	 paths,	 creating	 new	 approaches	 and	
concepts of social and economic policies. social innovation emerges as 
an indication of a new thinking of the sustainability of social policies 
to ensure social and environmentally sustainable growth, better jobs 
and a higher quality of life. Social innovations are social through goals 
and means: new ideas - products, services and models - that simultaneously 
meet social needs more effectively than alternatives and create new social 
relationships or collaborations. Innovation is good not only for society but also 
increases the ability of individuals to act.Social innovations emerge in all sectors 
and eventually lead to a systemic change. 

A new societal landscape is rapidly emerging in Europe, calling for new social 
and economic models to reshape Europe as a modern and globally competitive 
economy. To deliver growth for progress, social cohesion and well-being, a new 
mind-set is required with regard to innovation. Innovation and research around 
the world has embraced this mind-set, as have many enterprises, now striving for 
social and environmental, as well as economic, growth and impact. In addition, 
consumer expectations and demand indicate support for this kind of approach. 
This is clearly demonstrated with the emergence of initiatives such as the 
collaborative, circular and sharing economies. What these initiatives have in 
common is that they are based on a new set of values and aim for smart, 
sustainable and inclusive growth for progress that combines 
technical, environmental and social innovation. 

soCIaL InnovatIons

We	 define	 social	 innovations	 as	 new	 ideas	 -	
products, services and models - that meet social 
needs and create new social relationships or 
collaborations.

Social innovation manifests itself differently from technical innovation. It 
is need-driven, often aiming to respond to a challenge in society or focusing 
on	a	specific	user	group,	while	 taking	 into	account	social,	environmental	and	
economic perspectives. the most successful social innovations entail 
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holistic thinking which ultimately leads to systemic change rather 
than addressing a single issue or subject. Social innovation is based 
on open communication and collaborative problem solving engaging diverse 
stakeholders and practices to catalyse new solutions. Social innovation is 
tearing down walls separating sectors and markets, replacing competition logic 
with collaborative and long-term partnership solutions. It is about sharing, 
linked to the open source movement and applying non-competitive approaches.

Welfare states in the 21st century face the challenges of achieving social 
cohesion in a society marked by profound transformations and the emergence 
of new social risks. Changing trends that include demographic change, changes 
in family structure, climate change, changes in the labor market, growing 
inequalities, large differences between cities place demands on social innovation. 
Today, people face new social risks throughout their lives, as a result of economic 
and social changes related to the transition to a post-industrial society. new 
social risks include the possession of insufficient or outdated skills 
due	to	changes	in	the	patterns	of	economy	and	work,	insufficient	or	inadequate	
education resulting from the unavailability of education needed for the modern 
labor	 market,	 difficulties	 in	 reconciling	 work	 and	 family	 obligations,	 single	
parenthood,	care	needs,	the	elderly	or	infirm,	insufficient	coverage	by	the	social	
security system due to inadequate functioning of the system or atypical working 
careers (Bonoli, 2005, 2007; Esping-Anderson, 2002; Taylor-Gooby, 2004). The 
groups that can be singled out as those at greatest risk are young people, those 
with low skills and women. 

The economic crisis that has hit Europe in recent years has sparked numerous 
debates	 about	 finding	 new	 paths,	 creating	 new	 approaches	 and	 concepts	 of	
social and economic policies (Crouch, 2011). European welfare states face 
responses to new social risks mediated by a combination of factors related to 
job	insecurity,	reduced	capacity	to	care	within	the	family	and	reduced	efficiency	
and adequacy of social institutions.

The European Union focuses on social innovation in its policies. The Europe 2020 
strategy relies heavily on social innovation towards achieving the main aspects 
of Europe’s development - employment, innovation, education and social 
inclusion. Social innovation emerges as an indication of a new rethinking 
of the sustainability of social policies to ensure social and environmentally 
sustainable growth, better jobs and a higher quality of life. Social innovations 
are social through goals and means - new ideas (products, services and models) 
that simultaneously meet social needs (more effectively than alternatives) and 
create new social relationships or collaborations. Innovation is good not only 
for society but also increases the ability of individuals to act (BEPA, 2010). They 
represent new ideas, institutions or ways of working that meet social needs 
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more effectively. They contain a relational component, which means that they 
refer not only to certain actions, but also to the processes of mobilization and 
participation and the outcome of that process that leads to improvement in 
certain domains of social relations, governance structure, greater collective 
empowerment (Moulaert et al. , 2013; Howaldt et al., 2014). 

The	 main	 goal	 of	 social	 innovation	 is	 to	 find	 solutions	 to	 social	 problems:	
by recognizing and providing new services that improve the quality of life of 
individuals and communities, identifying and implementing labor market 
integration processes, new skills, new jobs and new forms of participation that 
improve the position of individuals (Paul and Ville, 2007: 880). This concept 
encompasses not only new ideas, but reshaping and reusing existing ideas in 
finding	new	applications	for	ideas	that	already	existed.	In	addition	to	products	
and services, social innovations can spread in the form of ideas, values, 
tools and habits. Social innovations rely on the inventiveness of citizens, civil 
society, local communities, the business sector and public servants, and the 
service sector. Social innovation describes the whole process in which new 
responses to social needs are developed in order to achieve better social effects. 
According to Mulgan (2007), the process of social innovation is composed of 
four main elements:

•	 Identification	of	new	/	inadequately met social needs

•	 Development of new solutions that would respond to those social needs

•	 Evaluation of the effectiveness of new solutions in meeting social needs

•	 The gradual expansion of effective social innovation.

Some common features of social innovation according to The Young 
Foundation (2012a: 21-23) are that social innovation often comes from below, 
is geographically dispersed and local. The boundaries between producers and 
consumers are increasingly being lost. 

users become producers or prosumers. Social innovations are developed 
together with or directly by the users, not just delivered to them. social 
innovation increases society’s ability to cope with new demands 
and challenges. They are participatory and empower citizens and users, 
rather than guided by experts from a top-down approach. They are often locally 
rooted and driven by demand rather than supply, whereby they are made to suit 
individuals instead of being mass-produced, as most solutions have to adapt to 
local circumstances and individuals. Efforts to strengthen social cohesion and 
reduce social inequalities are among the main political challenges in Europe. 
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Traditional social policies have a limited impact on social vulnerability, while 
innovative policies have a positive effect and reduce the likelihood of getting 
into a vulnerable position (Ranci, 2011: 1). The focus here is on the role of social 
innovation in local social systems as a contribution to the effectiveness of 
social policies. We need to think about social policies and social innovations 
together	and	analyze	the	potential	of	their	joint	action.	The	question	of	finding	
a balance between the guaranteed level of social protection and openness to 
changes brought about by social innovation is open. Social innovations are new 
phenomena in social policy that do not prepare reforms only through discussions, 
but also test innovative ideas in practice through projects. 

Promoting social innovation in social policy also implies the adoption of a 
perspective of needs, expectations and opportunities that are consistent with 
the logic of social investment. It also includes mobilization of a wide range of 
stakeholders whose (in)action can have an impact on social protection, inclusion, 
cohesion and well-being. social innovation promotes a culture of trust 
and risk-taking that is needed to promote innovation. It is crucial to 
create a paradigm of new forms of social intervention. This can be helped by 
promoting professionals who have the skills needed to apply them, investing in 
change agents who have new good ideas, supporting partner and collaborative 
networks, and rewarding the best. But it is also necessary to create opportunities 
for the development of research and knowledge, support experimentation 
and encourage the development of new solutions and promising models of 
intervention. 

Social innovations help social integration and contribute to strengthening social 
cohesion and therefore have a preventive effect on new social risks. They change 
the culture of social policy and have an impact on building connecting social 
capital. It is assumed that social innovation will continue to gain in importance, 
not	only	in	the	field	of	solving	social	problems,	but	also	from	the	perspective	of	
society as a whole. 

rEad MorE

Social innovation as a contribution 
to strengthening social cohesion and 
mitigating the social crisis in European 
urban social programs

https://www.researchgate.net/publication/301657476_Social_innovations_as_a_contribution_to_strengthening_social_cohesion_and_mitigating_social_crisis_in_european_urban_social_programs
https://www.researchgate.net/publication/301657476_Social_innovations_as_a_contribution_to_strengthening_social_cohesion_and_mitigating_social_crisis_in_european_urban_social_programs
https://www.researchgate.net/publication/301657476_Social_innovations_as_a_contribution_to_strengthening_social_cohesion_and_mitigating_social_crisis_in_european_urban_social_programs
https://www.researchgate.net/publication/301657476_Social_innovations_as_a_contribution_to_strengthening_social_cohesion_and_mitigating_social_crisis_in_european_urban_social_programs
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2.1. social Innovation and the European union

Europe 2020 is a strategy for “smart, sustainable and inclusive growth”, in line 
with the Lisbon Strategy. In the context of the strategy’s objectives, smart growth 
implies the development of an economy based on knowledge and innovation, 
sustainable growth speaks of a competitive but green economy, and inclusive 
growth determines the activity of promoting a high-employment economy as a 
priority, thus achieving economic and territorial cohesion.

In the European Union, social innovation is a central element of the Europe 
2020 strategy for smart, sustainable and inclusive growth. This strategy’s 
goal is both to address shortcomings of the European growth model, and to 
create the conditions for a different type of growth. Released in 2010, Europe 
2020,	a	strategy	for	smart,	sustainable	and	inclusive	growth,	identifies	research	
and	 innovation	as	one	of	five	main	targets,	has	given	rise	to	 the	notion	of	an	
‘Innovation Union’, and informs the research framework of Horizon 2020. This 
notion of an Innovation Union is meant to convey a shift from a conceptual idea 
to action, focused on creating knowledge and also creating jobs. Innovation from 
this perspective was meant to go far beyond traditional industrial innovation to 
include both technological and social innovation. 

Social innovation is often used to delineate a changing reality in terms of both 
outcome and process. Of course, this further complicates our understanding of 
social innovation at the operational level. Social innovation should be recognised 
as a particular mode of action and social change. It must be distinguished 
from other forms of action or similar notions such as social entrepreneurship 
or	social	economy.	Some	definitions	have	been	able	to	distinguish	themselves,	
others	not.	The	three	definitions	herein	have	those	particular	features	of	social	
innovation. 

•	 ‘Social innovations are new solutions that simultaneously meet a social 
need and lead to new or improved capabilities and relationships and 
better use of assets and resources. In other words, social innovations 
are good for society and enhance society’s capacity to act.’ (Tepsie) 

•	 Social innovation ‘must be structurally aimed at meeting social need 
(social	challenge);	must	involve	a	new	or	significantly	improved	product,	
process,	marketing	method,	and/or	organisational	model.’	(Selusi)	

•	 ‘Social innovation is a process where civil society actors develop new 
technologies,	 strategies,	 ideas	 and/or	 organisations	 to	 meet	 social	
needs or solve social problems.’ (SPREAD).
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At the macro level, social innovation responds to the need for cohesion of a 
particular society. Hence, lack of cohesion is not a problem per se. But cohesion 
is an objective for public policy as well as civil society initiative to 
try to make sure that the intervention will rally rather than divide 
people. Society needs cohesion, regardless of the density and the strength of 
the social bonds. Social cohesion is a notion that concerns every citizen of a 
collectivity. However, some projects focus more on the ‘problems’ dimension. 
For this interpretation, social innovation is a type of action that succeeds if it 
ensures social inclusion for the excluded or disadvantaged people in the society. 
Social innovation reaches its target only if the most vulnerable of the population 
are	affected	and	integrated.	Three	projects	address	this	specific	target	through	
social innovation in education (LLL2010 and INCLUDE-ED) and health, education 
and care (INNOSERV). Social innovation is in line with the reduction of growing 
inequalities in liberal societies (Citispyce and WILCO). Thus, social innovation is 
an	appropriate	response,	although	not	sufficient	to	reduce	social	problems	and	
to tackle new needs of citizens.

The	 question	 of	 the	 social	 category	 of	 people	 who	 should	 benefit	 from	
innovations,	 as	 results	 translated	 into	 specific	 services,	 is	 important.	 In	 this	
regard, several studies have focused their research on particularly vulnerable 
groups. The main issue here is about the attenuation of the risks faced by most 
vulnerable	groups	of	society.	Therefore,	innovations	consist	of	finding	an	answer	
to the challenges set down by the new demography and the effects of economic 
and	social	crisis.	This	answer	can	be	incomplete,	but	it	can	be	the	first	part	of	
a beginning that puts people away from social exclusion. Here again, the issue 
about	social	cohesion	 is	still	of	great	significance.	Projects	 interested	 in	 this	
issue are numerous, we note in particular projects that shed light on youth mainly 
through the urban marginalised (Citispyce) and the homeless (CSEYHP). Other 
disadvantaged groups are also categorised as being at risk of social exclusion, 
mainly the elderly, migrants and single-parent women. One project focuses on 
these vulnerable social categories (WILCO). One of the solutions considering 
this	specific	topic	of	exclusion	consists	of	empowering	them	through	education.	
Two projects have addressed this important topic about the educationally 
disadvantaged (LLL2010 and INCLUDE-ED).

The dimension of governance is central to several social innovation projects 
presented at the WILCO research seminar on social innovation: “The 
WILCO project looked into this missing link between innovations at the local level 
and their successful transfer and implementation to other settings. Innovation 
in cities was explored, not as a disconnected phenomenon, but as an element 
in a tradition of welfare that is part of particular socio-economic models and 
the	result	of	specific	national	and	local	cultures.	By	contextualising	innovations	
in local welfare, we gained understanding about how they could work in other 

ttp://www.wilcoproject.eu/social-innovation-seminar-overview/
http://www.wilcoproject.eu/the-project/
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cities,	for	the	benefit	of	other	citizens”.	Since	it	is	admitted	that	innovation	is	a	
process involving several kinds of actors who cooperate in diverse forms such 
as networks in order to mobilise resources, it is obvious that innovation must 
address the social rules and norms for decision-making and its practices. In 
other words, governance is about how to set the rules of cooperation in governing 
bodies (such as equality of representation in the board of directors, participative 
democracy at the employee level), as well as how these rules are legitimised 
and accepted ethically? For many projects this issue is at the core of social 
innovation. the involvement of diverse actors is itself an innovative 
and original previously unseen social action in western societies 
which, in itself, makes governance and innovation. Social innovation 
and governance are thus closely associated. Is this criterion of governance 
enough to make social innovation something original and distinctive from 
other forms of social transformation or change? Governance is associated with 
a particular process and practices that consist of pooling together resources 
across all bodies involved so that no one can take advantage of the result of the 
process. Finally, governance as a sharing of practices showing cohesiveness and 
consistency	for	a	given	area	of	responsibility	is	first	of	all	an	act	of	citizenship	
(Social Polis, Katarsis and Singocom).



2.2. social Entrepreneurship

The world economy as it exists today and in the midst of a global crisis, not just 
an economic one, has proved unsustainable and the whole system is slowly 
collapsing. We are witnessing complex economic, social, cultural, environmental 
problems that cause political and socio-economic instability around the world. 
The efforts of governments and various public institutions to date have proved 
insufficient	and	ineffective	in	addressing	these	issues.	An	innovative	approach	
through socio-economic ventures is necessary in order to use all available 
resources	for	new	opportunities	-	generators	of	employment	and	/	or	generators	
of new values of society. the great hope for the betterment of humanity 
lies in the strength and effectiveness of socially motivated and 
empowered individuals living for social change. One of the models that 
mobilizes local economic activities is social entrepreneurship, an important 
segment of the social economy sector.

The role of social entrepreneurship in light of the truly sustainable development 
of local communities, as well as the sustainability of the global community and 
the	ecosystem	of	planet	Earth,	 is	very	significant.	Sustainable	development	is	
a term that denotes a modern development concept based on harmonization 
of three important development principles: technological progress, 
environmental protection and citizen participation in decision-making. 
It is a term used since the late 1980s as the backbone of international and local 
development policies, and it is not necessary to go deeper into its explanation, 
because there are numerous and rich sources on this topic, especially related 
to nature and environment. What is important to note about the relationship 
between sustainable development and social entrepreneurship is that the 
development of new forms of democratic decision-making in the economic (and 
social)	area,	decentralized	and	fairer	distribution	of	profits,	economic	and	social	
empowerment of local communities, more responsible use of natural resources. 
technology and renewable energy, social entrepreneurship directly contributes 
to sustainable development. Thus, the principle of sustainability is one of the 
key values   that are directly related to the principles of social entrepreneurship.

If we take into account the key principles of social entrepreneurship, it becomes 
very clear that when assessing its impact on society and the environment, we 
are actually talking about the principles of sustainability in the full sense of the 
word.	We	 see	 its	most	 significant	 impact	 in	 the	 field	 of	 changing	 social	 and	
economic relations. the very concept of social entrepreneurship derives 
directly from the culture of togetherness, solidarity and reciprocity in 
participation in decision-making. The values of participatory democracy are 
intrinsically and inextricably linked to the principles of social entrepreneurship. 
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Precisely	because	of	 this,	not	every	business	activity	whose	profit	 is	used	 to	
achieve social goals is also social entrepreneurship. the most advanced 
and complete form of social enterprise are those companies that 
are democratically run and in which employees, consumers and or 
other members of the community participate in making business 
decisions.

Social entrepreneurship is a relatively new way of business philosophy and 
business	in	the	marketplace.	Unlike	a	regular	company,	in	a	social	one,	profit	is	
not the main goal of the business, although it is important for the very survival 
of the company. what a social enterprise strives for is a social impact 
and that is one of the main differences. social entrepreneurship is perhaps 
the best way to solve social problems. 

Social entrepreneurship is a form of entrepreneurship with an emphasis on 
social	impact.	It	is	a	specific	form	of	entrepreneurship	based	on	the	principles	
of social, environmental and economic sustainability, and allocates part or all 
of	 the	generated	profit	 for	 the	benefit	of	 the	community,	but	 in	practice	often	
encounters misunderstandings in terms of purpose and potential.

Social entrepreneurship describes a process, a way to organize the solution of 
a problem. Unlike the efforts of the government and government organizations, 
social entrepreneurship overcomes social problems better because 
with their solution it starts from the bottom up.

Some authors emphasize the hybrid character of social entrepreneurship as a 
key feature for understanding this phenomenon, since it combines commercial 
and	non-profit	forms	of	activity	(donations,	volunteer	work),	has	a	“multidionic”	
character (volunteers, employees, users, community), various legal and 
organizational forms and the dissolution of the borders of traditional sectors - 
the state, the private market sector and civil society.

Other authors claim that the culture of socially responsible entrepreneurship, 
which	 means	 that	 entrepreneurs	 set	 aside	 part	 of	 their	 profits	 for	 certain	
social goals, is expanding. They state that social entrepreneurship can be 
stimulated by tax policy, but also by changing the general culture of 
participation in socially beneficial actions.

Social entrepreneurship means a special type of entrepreneurship that is 
completely oriented exclusively to achieving social goals, while the social 
component of socially responsible entrepreneurship is reflected in additional 
respect for certain social and ethical values through business, thus articulating 
contribution to the community.

16
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Authors Stevenson and Wei-skillern distinguish between a narrower and a 
broader approach to understanding social entrepreneurship. In a broader sense, 
social entrepreneurship is understood as an innovative activity with 
a social goal that appears either in the for-profit sector, or in the 
non-profit sector or in the cross-sectoral space. In a narrower sense, 
social entrepreneurship is understood as a phenomenon of business knowledge 
and	skills	in	the	non-profit	sector,	when	non-profit	organizations	begin	to	apply	
market	methods	of	acquiring	financial	resources.

There	are	many	definitions	of	social	entrepreneurship,	but	there	is	no	universal	
one that everyone can agree on. This is because social entrepreneurship is 
an “umbrella” term for a wide range of innovative and dynamic international 
practices	and	discourses	in	the	social	and	environmental	fields.

Mair and Marti talk about two types of goals where one refers to the developed and 
one to the underdeveloped part of the world. The goals set by MDG4 (Millennium 
Development Goal 4: reduce child mortality) relate to the underdeveloped part, 
which	are:	 the	fight	against	poverty	and	hunger,	providing	primary	education,	
promoting gender equality and strengthening the position of women in society, 
reducing child mortality, improving maternal health, combating HIV, malaria 
and other diseases. In the developed world, social entrepreneurship can act to 
improve social welfare and other needs that the welfare state system cannot 
address. 

Authors Martin and Osberg argue that not all goals acceptable for social 
entrepreneurship	can	be	listed	because	they	depend	on	specific	social	issues	in	
a particular environment, so it is best to divide the goals into:

•	 Social care

•	 Health care

•	 Environmental goals

•	 Education

•	 Involvement of various population groups (inclusion).

In the sphere of social welfare, there are special activities that social 
entrepreneurship can provide to different groups of people with regard to 
their problems of social exclusion from society. In health care, there are great 
opportunities for social entrepreneurship with the aim of improving the quality 
of life of sick people. Environmental goals depend on the level and type of 
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pollution of an area. The goal is not to punish, but to change people’s attitudes 
and habits. Some groups of the population have a problem of exclusion from 
the society. The task of social entrepreneurship can be the development of 
programs through which interested groups of citizens will gradually adapt to 
general circumstances.
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2.3. social Enterprise

A social enterprise is similar to a regular enterprise operating in the market. 
The main difference is in the purpose of the company’s business, in what the 
company seeks to maximize. For a social enterprise, the most important thing is 
to maximize some form of social performance, most often related to a problem 
that is overlooked or ignored by other institutions. On the other hand, for a 
company	in	the	private	or	public	sector,	it	is	most	often	maximizing	the	profits	
and wealth of its shareholders. Thus a company that makes solar panels that 
produce free electricity is not a social enterprise. On the other hand, a company 
like D.light Design, which makes cheap solar LED lamps that it sells to people 
living in less developed countries so they can stop using kerosene and similar 
fossil fuels, can qualify as a social enterprise.

Social enterprise should be distinguished from activism. Ghassan Nuqul 
argues that although different, social entrepreneurship and activism are not 
mutually exclusive. He adds that the social entrepreneur seeks social change 
through innovation, and activism is needed to create recognition and 
support for social entrepreneurship. Bornstein and Davis argue that 
activists seek change by influencing institutional decision-making or changing 
public opinion, while social entrepreneurs have a wider range of solutions at their 
disposal including building institutions that directly implement the solutions 
activists seek.

A social enterprise is also different from charities. A social enterprise is an 
enterprise in every sense. Yunus explains that it must cover all costs and at the 
same time achieve its social goal. when a person runs a social enterprise, 
he or she thinks differently than when he runs a charity. Social enterprise 
and	 its	 impact	 on	 society	 require	 a	 completely	 different	 definition.	 Charities	
rely on voluntary contributions, foundation subsidies or state aid. The social 
enterprise	functions	as	traditionally	and	only	makes	a	profit	by	selling	goods.	It	
is planned and run as a business enterprise with products, services, consumers, 
markets, costs and expenses.

In	 addition	 to	 the	 sale	 of	 goods,	 a	 social	 enterprise	 can	 be	 financed	 in	 the	
following ways:

• Membership fees - a monetary fee collected from members of an 
organization	or	user	in	exchange	for	a	product,	service,	or	other	benefit.	
Membership fees are not donations because they receive a product or 
service	in	return.	This	method	of	self-financing	requires	the	least	time	
and	is	the	least	risky,	but	it	also	brings	the	least	profit.

https://www.dlight.com/
https://familybusiness.ey-vx.com/pdfs/134-139.pdf
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• Charging for services -	 a	 non-profit	 organization	 charges	money	 for	
services it offers to other organizations or individuals. The services 
offered	by	non-profit	organizations	mainly	derive	from	the	existing	skills	
and knowledge of employees or volunteers. Providing services is quite 
time consuming, but can be very lucrative.

• sales of products - A	non-profit	organization	makes	a	profit	by	selling	
products that are produced by users or are produced for them, by reselling 
donated products or by producing and selling new products. Sometimes 
it	 is	difficult	to	recoup	the	costs	of	product	production	(materials	and	
labor	costs),	so	it	is	questionable	how	profitable	this	activity	is.

• use of tangible assets - Income is generated by renting space, equipment 
and other movable and immovable property when not used for mission-
related activities. Tangible assets can bring regular income, but the 
risk lies in the danger of damage. It is necessary to regularly invest in 
maintenance.

• use of intangible assets - revenue is generated from own patents, license 
agreements, intellectual property copyrights or provided support. The 
use of intangible assets can be very lucrative, but in some cases risky 
for the reputation of the organization.

• Investments - dividend income is generated from active or passive 
investments.

Social enterprise still remains a very broad notion of a vague concept, which 
refers to market-oriented economic activities that have a social goal. Therefore, 
social enterprise can be viewed as an innovative response to the problem of 
financing	non-profit	organizations	that	are	finding	it	increasingly	difficult	to	find	
private and state capital.
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2.4. social Entrepreneur

Social entrepreneurship is an approach by individuals, groups, start-ups or 
entrepreneurs, in which they develop, fund and implement solutions to social, 
cultural, or environmental issues. This concept may be applied to a wide range 
of	organizations,	which	vary	in	size,	aims,	and	beliefs.	For-profit	entrepreneurs	
typically	measure	performance	using	business	metrics	like	profit,	revenues	and	
increases	in	stock	prices.	Social	entrepreneurs,	however,	are	either	non-profits,	
or	 they	 blend	 for-profit	 goals	 with	 generating	 a	 positive	 “return	 to	 society”.	
Therefore, they use different metrics. Social entrepreneurship typically attempts 
to further broad social, cultural, and environmental goals often associated 
with the voluntary sector in areas such as poverty alleviation, health care and 
community development.

A social entrepreneur is an entrepreneur who solves problems in his environment 
whose solution is unattainable for the government and non-governmental 
organizations. JG Dees gives the social entrepreneur the role of bearer of 
change in society by accepting the mission of creating and maintaining social 
value, recognizing and persistently seeking new opportunities in the service 
of that mission, engaging in continuous innovation and showing increased 
responsibility to users and results. Bill Drayton of Ashoka argues that social 
entrepreneurs create innovative solutions to burning problems. They 
are ambitious and persistent, solve major social problems and offer new ideas 
for change globally. 

Social entrepreneurs have the same temperament as their traditional 
counterparts, the difference is that they use their talents to solve social problems, 
such as inequalities in access to education, unequal access to the labor market, 
solving environmental problems, etc. social entrepreneurs are agents of 
social change who see missed opportunities to improve the system, 
by introducing new approaches and solutions with the aim of creating social 
value. David Bornstein describes social entrepreneurs as initiators and leaders 
of processes that are self-correcting, growth-oriented, and performance-
focused. They create “new people” and direct their efforts to solve problems 
more successfully. They help others see new opportunities that will enable 
change. 

A social enterprise is launched to try to alleviate or solve some problem that 
the government or some form of state administration cannot or does not want 
to solve. Authors Mark B. Durieux and Robert A. Stebbins in their book Social 
Entrepreneurship for Dummies	describe	five	steps	that	lead	us	to	the	start	
of such an enterprise. 

http://socialnaekonomija.si/wp-content/uploads/2015/03/Social-Entrepreneurship-For-Dummies-Mark-Durieux.pdf
http://socialnaekonomija.si/wp-content/uploads/2015/03/Social-Entrepreneurship-For-Dummies-Mark-Durieux.pdf
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These are:

•	 Identify the social problem you want to address,

•	 Develop	a	plan	to	solve	the	identified	problem,

•	 Decide if you want to solve the problem yourself, or with the help of 
other people,

•	 Hold a meeting with people who will help solve the problem,

•	 Put your plan into action.

https://ppp.worldbank.org/public-private-partnership/about-ppplrc-ppp-legal-resource-center
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2.5. Measuring social Impact

Nowadays, there is a growing interest in measuring the social influence among 
the	actors	of	all	three	sectors.	Definitions	of	social	influence	are	different	and	
actually derive from the methods used in measurement, but the generalization 
could be concluded that “social impact is part of the overall consequences that 
arose as a result of the organization’s activities and that additional part that 
occurs in addition to the usual consequences. 

the process of measuring social impact requires organizations 
to assess their impact through a mixture of environmental, social 
and financial dimensions. Ideally, these goals should be incorporated into 
managerial decision-making to enable the organization to manage its social 
impact. The information obtained becomes the basis by which organizations 
can evaluate the appropriateness of their goals, think about additional activities, 
identify new target groups, use the collected information as relevant and useful, 
consider	the	benefits	that	stakeholders	realize,	negotiate	with	stakeholders	on	
open issues, prove the purpose of their actions, etc. The business impact could 
be measured by quantitative, but most qualitative research.
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2.6. Business networks

Business networking	 is	 the	 process	 of	 establishing	 a	 mutually	 beneficial	
relationship with other business people and potential clients or customers. 
Business	networking	benefits	are	the	intangible	gains	made	by	communicating	
with other professionals in or relating to your industry.

Often, it is the networking efforts of a business owner that yields the 
most results in small businesses. There are many other advantages to 
networking - of the many potential gains to be made, the sharing of knowledge 
is	the	most	beneficial.

To reap the rewards of a network, it is important to understand what business 
networking	 benefits	 you	 can	 gain	 and	 how	 they	 can	 help	 your	 business	 to	
boost	sales,	increase	efficiency	and	morale,	and	build	awareness	of	your	brand.	
Networking gives you a pool of experts that range from competitors to clients, and 
allows you to offer something to them; hopefully in exchange for their services, 
advice, knowledge, or contacts. Developing relationships as a business owner 
and offering assistance to others does more than give you potential clients or 
generate referrals. networking assists you in identifying opportunities 
for partnerships, joint ventures, or new areas of expansion for your 
business. Business networking might allow you to create awareness of or keep 
abreast of the latest trends or technology in your industry. A network can also 
provide you with professional mentors or contacts who might be able to assist 
you with problems you might need help with. 

Networking is ideal for expanding your knowledge by taking advantage of the 
viewpoints and prior experience of others. For instance, if you are thinking of 
exporting your products or services, you may be able to get some valuable 
advice from someone else who has done similar business internationally.

Innovation networks support continuous improvement, the idea management, 
and the innovation management of a company. They enhance the innovation 
process and are an integral part of an innovation culture. Innovation networks 
also play an important role in digitalization. 

The establishment of an innovation network makes it possible to introduce 
different points of view into the development of an innovation, to quickly make 
the necessary resources available and to transfer new discoveries faster into 
a company or organization. the implementation of an innovation network has 
three major advantages:
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• Increasing the diversity of ideas: Different perspectives influence idea 
generation and idea evaluation. An innovation network, in which, for 
example, marketing, production, sales and development are represented, 
develops ideas that contain inspiration from all these perspectives. If, for 
example, an innovation network is expanded to include external experts 
or customers, this helps to overcome the so-called “blinkered view”.

• Efficiency advantages: Innovation networks can be set up quickly and 
agilely, e.g. to meet current innovation challenges. The members of an 
innovation	network	often	fulfil	their	role	in	the	innovation	network	parallel	
to their actual function in the company. For example, they contribute 
their special knowledge of methodologies, act as innovation coaches 
or have special technical expertise. Not all members of innovation 
networks work continuously on innovation projects. But they form a 
supporting circle around teams. This increases the development and 
implementation speed of innovations.

• Promoting the innovation culture: Current knowledge and current trends 
are introduced by members of innovation networks into an enterprise. 
Innovation is thus embodied more deeply within an organization. The 
establishment of an innovation network or several innovation networks 
has a correspondingly positive effect on the innovative capabilities of 
companies. Innovation networks increase the ability of companies to 
act	with	both	hands,	i.e.	to	efficiently	implement	the	existing	as	well	as	
to develop new ideas. In science it is called the principle of “ambitextry”. 

Innovation networks can be built within a company or by involving external 
parties. When innovation networks open up, this is called Open Innovation and 
Co-creation. This is how you set up innovation networks:

• Find initiators: Innovation networks depend on the commitment of 
individuals who build and maintain these networks long-term. Look 
for people in your company or organization who enjoy building and 
maintaining networks. Ideally, these are people who already have 
a cross-divisional network. It could be an employee from the human 
resources department who knew all managers personally, for example.

• start small: Start, for example, with an innovation workshop or an internal 
event on the topic. Send the invitation to everyone who is potentially 
interested in ideas and innovations. Events can also be further training 
courses – for example on innovation methods. Experience has shown 
that participants in such activities are likely to become enthusiastic 
about an innovation network very quickly.
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• Inform your innovation network regularly: For example, initiate a biweekly 
or monthly newsletter in which you describe three to four important 
trends for your company or industry. On the, for example, Innolytics® 
innovation platform you can publish these newsletters in the form of 
blog articles.

• Involve members regularly: Ask questions, ask for feedback. A regular 
activation of the members of your innovation network ensures that it 
remains vibrant. The Innolytics software offers various functions for 
this purpose, such as the possibility of commenting on ideas.

• Expand your innovation network step by step: For example, organize 
idea competitions on various topics. Encourage employees to suggest 
ideas for answering questions about the future. Idea contests give you a 
quick overview of which members of your organization would like to get 
involved in the topic.

As	 a	 final	 step	 or	 as	 an	 expanding	 measure,	 you	 can	 invite	 customers	 and	
external parties into your innovation network. Such networks serve to exchange 
technical	know-how	in	special	fields	within	companies.	Companies	can	set	up	
an Open Innovation Community for this purpose.

The economic and social dimensions of repeated exchanges between companies 
construct the business relationships. A business network, in turn, consists of 
directly and indirectly connected business relationships with companies as the 
nodes in these networks (Anderson et al., 1994, Emerson, 1962). In the repeated 
exchanges, companies start to exchange knowledge, adapt to one another and 
invest both monetary and social resources in one another. Innovations, that is, 
new	or	modified	ideas	aimed	at	enhancing	customer	value	(O’Sullivan	&	Dooley,	
2009) could be seen to relate to business networks in two ways: they may result 
from	 interaction	between	business	partners,	or	 they	would	need	 to	fit	 into,	or	
through changes to interaction patterns among various business partners, be 
fitted	 into	 new	 or	 current	 business	 networks.	 In	 the	 literature	 on	 innovation,	
the incremental, radical, or disruptive characteristics of the innovations are 
frequently	described	(Tidd	&	Bessant,	2009).	This	refers	to	the	degree	of	newness	
of various innovations.

In business studies, the business network is often described as the 
starting point for new ideas. This	applies	specifically	to	those	many	business	
network studies related to the industrial network approach (Håkansson, 1982) and 
that	describe	business	networks	as	indefinite	webs	of	interconnected	business	
parties. Based on how innovations for the most part are described as emerging 
from existing business ties, ideas are for the most part incremental (Håkansson, 

https://innolytics-innovation.com/
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1987). While the social ties are acknowledged, key focus is on the economic 
exchanges for these innovations. An exception is the studies by Story, O’Malley, 
Hart, and Saker (2008), that imply how social ties are of key importance, while 
too strong economic ties may hinder the development of radical innovations. In 
studies on entrepreneurship and social capital, respectively, the social ties of the 
innovator – as a private person – is emphasized. 

These are important to create the business network of the entrepreneur, or may 
create	 sources	 for	 his/her	 ideas	 (Aldrich	 and	 Zimmer,	 1986,	 Slotte-Kock	 and	
Coviello, 2010). This thus emphasizes the transition from social ties to also include 
economic ties, and ideas may be of various types. Thus, the business network 
could be analyzed by means of the influence of social and economic 
ties, and their strength and longevity, respectively. This could then be 
linked to the newness of innovations, ranging from incremental to disruptive 
innovations. Incremental innovations refer to ideas of improvement. Radical 
innovations	 define	 ideas	 that	 are	 new	 to	 the	market.	 Disruptive	 innovations,	
lastly,	 refer	 to	 ideas	 that	are	not	only	new,	but	by	definition	challenges	 those	
parties currently producing the products or services they replace. 

The difference between radical and disruptive innovations relates to how the 
disruptive	ones	change	parties,	competitive	stages,	and	redefine	the	use.	The	
definitions	 of	 these	 various	 types	 of	 innovations	 imply	 how	 they	 would	 be	
related to consequences for the business network. The disruptive innovation 
would change network structures, the radical may do so to some extent, and 
the incremental innovations would not be expected to do so. However, this says 
nothing about their consequences for strengths and longevity of social and 
economic	ties,	specifically.	

In	case	solving	the	chosen	social	problem	is	too	much	for	one	person,	finding	
a partner who will help achieve the set goal is a logical step. Entrepreneurs 
who are considered partners in a social enterprise differ in several ways from 
those who work in the private sector. One of the largest portals connecting such 
entrepreneurs is Ashoka. The organization currently has over 3000 members 
in 70 different countries. 

The	group	of	authors	listed	five	criteria	for	choosing	a	quality	partner	for	a	social	
enterprise:

•	 Understanding the importance of achieving measurable social impact 
through solutions that reach a wide range of users and that are 
sustainable,

https://ashokau.org/
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•	 Proof that he is capable of starting a company and contributing to its 
further business,

•	 Ability to sketch a business plan and readiness to master new skills,

•	 One hundred percent commitment to work and willingness to share 
business risks,

•	 Understanding and accepting the business principles of the company.
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2.7. new Business Models

At its core, your business model is a description of how your business makes 
money. It’s an explanation of how you deliver value to your customers at an 
appropriate cost.

According to Joan Magretta in Why Business Models Matter the term 
business model came into wide use with the advent of the personal computer 
and the spreadsheet. These tools let entrepreneurs experiment, test, and, 
well, model different ways that they could structure their costs and revenue 
streams. Spreadsheets let entrepreneurs make quick, hypothetical changes to 
their business model and immediately see how the change might impact their 
business now and in the future.

Everything it takes to make something: design, raw materials, manufacturing, 
labor, and so on. Everything it takes to sell that thing: marketing, distribution, 
delivering a service, and processing the sale. How and what the customer pays: 
pricing strategy, payment methods, payment timing, and so on. As you can see, a 
business model is simply an exploration of what costs and expenses 
you have and how much you can charge for your product or service.

a successful business model just needs to collect more money 
from customers than it costs to make the product. This	is	your	profit	—	
simple	as	that.	New	business	models	can	refine	and	improve	any	of	these	three	
components. Maybe you can lower costs during design and manufacturing. 
Or,	 perhaps	 you	can	find	more	 effective	methods	of	marketing	and	 sales.	Or,	
maybe	you	can	figure	out	an	innovative	way	for	customers	to	pay.	Keep	in	mind,	
though, that you don’t have to come up with a new business model to have 
an effective strategy. Instead, you could take an existing business model and 
offer it to different customers. For example, restaurants mostly operate on a 
standard business model but focus their strategy by targeting different kinds of 
customers.

some of the most potent innovation taking place today does not 
involve breakthrough technologies, but rather the creation of 
fundamentally new business models. For most of history, these models 
were remarkably stable, dominated by a few key ideas, upgraded by a few major 
variations on these themes. 

We	are	now	witnessing	seven	emerging	models	slated	to	redefine	business	over	
the next few decades. And today, while countless businesses are anchored by 
a	mentality	 of	maintaining	—	competing	 solely	 on	operational	 execution	—	 it	

https://www.semanticscholar.org/paper/Why-business-models-matter.-Magretta/564a8fb25e2cf940cbe381b4f57e88d55632df28
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is more vital than ever to leverage these business models for success in the 
2020s. Each is a revolutionary new way of creating value; each is a force for 
acceleration.

• the Crowd Economy: Crowdsourcing, crowdfunding, ICOs, leveraged 
assets,	and	staff-on-demand	—	essentially,	all	 the	developments	 that	
leverage the billions of people already online and the billions coming 
online. All have revolutionized the way we do business. Just consider 
leveraged assets, like Uber’s vehicles and Airbnb’s rooms, which have 
allowed companies to scale at speed. These crowd economy models 
also lean on staff-on-demand, which provide a company with the agility 
needed to adapt to a rapidly changing environment. And it’s everything 
from micro-task laborers behind Amazon’s Mechanical Turk on the low 
end, to Kaggle’s data scientist-on-demand services on the high end.

• the Free/data Economy: This is the platform version of the “bait and 
hook” model, essentially baiting the customer with free access to a 
cool service and then making money off the data gathered about that 
customer. It also includes all the developments spurred by the big data 
revolution, which is allowing us to exploit micro-demographics like 
never before.

• the smartness Economy: In the late 1800s, if you wanted a good idea for 
a new business, all you needed was to take an existing tool, say a drill or 
a	washboard,	and	add	electricity	to	it	—	thus	creating	a	power	drill	or	a	
washing machine. In the 2020s, AI will be electricity. In other words, take 
any existing tool, and add a layer of smartness. So cell phones became 
smartphones and stereo speakers became smart speakers and cars 
become autonomous vehicles.

• Closed-Loop Economies: In nature, nothing is ever wasted. The detritus 
of one species always becomes the foundation for the survival of another 
species. Human attempts to mimic these entirely waste-free systems 
have been dubbed “biomimicry” (if you’re talking about designing a new 
kind of product) or “cradle-to-cradle” (if you’re talking about designing 
a new kind of city) or, more simply, “closed-loop economies.” These 
models will grow increasingly prevalent with the rise of environmentally-
conscious	consumers	and	the	cost	benefits	of	closed-loop	systems.

• decentralized autonomous organizations (daos): At the convergence 
of	blockchain	and	AI	sits	a	radically	new	kind	of	company	—	one	with	no	
employees, no bosses, and nonstop production. A set of pre-programmed 
rules determines how the company operates, and computers do the 
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rest. A fleet of autonomous taxis, for instance, with a blockchain-backed 
smart contracts layer, could run itself 24-7, including driving to the repair 
shop for maintenance, without any human involvement.

• Multiple world Models: We no longer live in only one place. We have 
real-world personae and online personae, and this delocalized existence 
is only going to expand. With the rise of augmented reality and virtual 
reality, we’re introducing more layers to this equation. You’ll have avatars 
for work and avatars for play, and all of these versions of ourselves are 
opportunities for new businesses.

• transformation Economy: The Experience Economy was about the 
sharing	of	experiences	—	so	Starbucks	went	from	being	a	coffee	franchise	
to a “third place.” That is, neither home nor work, but a “third place” in 
which to live your life. Buying a cup of coffee became an experience, a 
caffeinated theme park of sorts. The next iteration of this idea is the 
Transformation Economy, where you’re not just paying for an experience, 
you’re paying to have your life transformed by this experience.
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A new societal landscape is rapidly emerging in Europe, calling for new social 
and economic models to reshape Europe as a modern and globally competitive 
economy. To deliver growth for progress, social cohesion and well-being, a 
new mind-set is required with regard to innovation. These innovations 
are often referred to as social or societal innovations. Social innovations are 
innovations that are social in both their ends and their means. 

Social innovation manifests itself differently from technical innovation. It 
is need-driven, often aiming to respond to a challenge in society or focusing 
on	a	specific	user	group,	while	 taking	 into	account	social,	environmental	and	
economic perspectives. European welfare states face responses to new social 
risks mediated by a combination of factors related to job insecurity, reduced 
capacity	to	care	within	the	family	and	reduced	efficiency	and	adequacy	of	social	
institutions. The European Union focuses on social innovation in its policies. The 
European 2020 strategy relied heavily on social innovation towards achieving 
the main aspects of Europe’s development - employment, innovation, education 
and social inclusion. The 2021 also includes social innovation development 
actions. The main goal of social innovation is to find solutions to 
social problems - by recognizing and providing new services that improve 
the quality of life of individuals and communities, identifying and implementing 
labor market integration processes, new skills, new jobs and new forms of 
participation that improve the position of individuals. 

The role of social entrepreneurship in light of the truly sustainable development 
of local communities, as well as the sustainability of the global community and 
the	ecosystem	of	planet	Earth,	is	very	significant.	Sustainable	development	is	a	
term that denotes a modern development concept based on the harmonization of 
three important development principles: technological progress, environmental 
protection and citizen participation in decision-making. the principle of 
sustainability is one of the key values that are directly related to the 
principles of social entrepreneurship.

Innovation networks support continuous improvement, the idea management, 
and the innovation management of a company. They enhance the innovation 
process and are an integral part of an innovation culture. the establishment 
of an innovation network makes it possible to introduce different 
points of view into the development of an innovation, to quickly make 
the necessary resources available and to transfer new discoveries faster into a 
company or organization.

some of the most potent innovation taking place today does not 
involve breakthrough technologies, but rather the creation of 
fundamentally new business models. We are now witnessing seven 
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emerging	models	slated	to	redefine	business	over	 the	next	 few	decades.	And	
today,	while	countless	businesses	are	anchored	by	a	mentality	of	maintaining	—	
competing	solely	on	operational	execution	—	it	is	more	vital	than	ever	to	leverage	
these business models for success in the 2020s. Each is a revolutionary new 
way of creating value; each is a force for acceleration.
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These questions will help you test your knowledge and understanding about 
this module. Please feel free to take the self- assessment as many times as you 
wish.

1. Europe is facing complex societal challenges which existing systems:

a. fail to meet

b. are able to address successfully

c. do not take into consideration

2. what kind of thinking do the most successful social innovations entail? 

a. analytical

b. smart

c. holistic
 
3. what does the Europe 2020 strategy rely on while trying to achieve the main 
aspects of Europe’s development - employment, innovation, education and 
social inclusion?

a.	financial	assets

b. social innovation

c. SMEs
 
4. the principle of sustainability is one of the key values   that are directly related 
to the principles of:

a. social entrepreneurship

b. strong economy

c. clean environment
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5. a social enterprise strives for:

a. a social impact

b. building wealth

c. a good reputation

6. social impact is:

a. a public image of the company

b. part of the overall consequences that arose as a result of the 
organization’s activities

c. amount of money a company earns on an annual basis

7. the process of measuring social impact requires organizations to assess 
their impact through a mixture of:

a.	environmental,	social	and	financial	/	economic	dimensions

b. income and expenses

c. assets and liabilities

8. Business networking allows you to create awareness of or keep abreast of:

a. your clients

b. your products

c. the latest trends or technology in your industry

9. Innovation networks enhance the innovation process and are an integral part 
of:

a. an innovation culture

b. a new product design

c. a new marketing strategy 
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10. a business model is a description of how your business

a. makes money

b. operates

c. develops

11. to have an effective strategy, you need to:

a. come up with a new business model

b. take an existing business model and offer it to different customers

c. launch new products

12. In the transformation Economy, you’re not just paying for an experience, 
you’re paying to:

a. have your life transformed by this experience

b. get more products for the same amount of money

c. have the goods delivered to you
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Correct answers

1a, 2c, 3b, 4a, 5a, 6b, 7a, 8c, 9a, 10a, 11b, 12a
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