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Can Social Enterprises thrive in a Market Economy? 

 
A decade ago, the term Social Enterprise was virtually unknown. Today, in 

a world where being Green and ethical is becoming downright 

fashionable, social enterprises are attracting immense interest. Spire 

examines the rise of social enterprises, their impact on emerging markets 

and their sustainability in the long term. 

 

The Emergence of Social Entrepreneurship  

 

Though the concept of social entrepreneurship has been in existence for 

a few decades now, with the term gaining prominence when Bill Drayton 

founded Ashoka1 in 1981, it was only in the last ten years that social 

enterprises gained immense popularity.  

 

Mohammad Yunus, 2006 Nobel Peace Prize Laureate and founder of 

Grameen Bank, defines social enterprises to include both non-profit 

organizations that use business models to pursue their mission and also for-

profit associations whose primary purposes are social. By their very 

definition, social enterprises seem to challenge the basis of classical 

economic theory, which recognizes only for-profit businesses. 

 
Source: Community Development Investment Review 5.2 (2009) 

 

                                                 
1 Ashoka: Innovators for the Public, is a nonprofit organization dedicated to finding and fostering social 

entrepreneurs worldwide. 
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The most famous example of a social enterprise remains Grameen Bank2, 

which pioneered the provision of microcredit to the rural poor in 

Bangladesh. Today, Grameen Bank is a large and complex organization 

not unlike a Multi-National Corporation in structure and internal processes, 

and operating multiple programs. Among these are a Village Phone 

program allowing female entrepreneurs to start a business by providing 

wireless payphone services in rural Bangladesh; and Grameen-Danone, a 

collaboration between Grameen Bank and French corporation Danone, 

which produces nutritionally-enhanced yogurt at affordable prices to help 

poor children stave off malnutrition. 

 

The impact of Social Enterprises 

 

Statistics on the social enterprise population are hard to come by, as most 

countries do not require businesses to indicate their “for-profit” status at 

the point of incorporation.  

 

An indication of the scale of the phenomenon comes from a survey for 

the Social Enterprise Unit within Britain’s Department of Trade and Industry 

(DTI). It revealed that 1.2% of British companies could be classed as social 

enterprises by virtue of the nature of their incorporation - for example, as 

companies limited by guarantee. A subsequent survey in 2006 suggested 

that 5% of all British companies defined themselves as social enterprises. 3 

A 2009 assessment suggested that there were 62,000 social enterprises in 

the UK alone, contributing 24 billion pounds to the British economy.4 By this 

measure, and taking into consideration the prevalence of rural co-

                                                 
2Grameen Bank website, Grameen Bank at a Glance, Jun 2010  
3 Lincoln, A. (2006) Welcome address: DTI presentation to Third Annual UK Social Enterprise Research 

Conference, London South Bank University (22 June) 
4 United Kingdom Cabinet Office. (2009). Social Enterprise [Online], London: Cabinet Office 
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operatives, artistic and culturally-oriented businesses and even faith-

based businesses, it is estimated that social enterprises in the emerging 

world would number in the hundreds of thousands. 

 

In the past, social enterprises may have 

been largely Non-Governmental 

Organizations (NGOs) which chose to 

structure themselves as businesses, for 

various reasons. However in the 21st century, social enterprise increasingly 

looks more like a branch of regular enterprise than a part of the NGO 

sector. A look at the more prominent social enterprises quickly reveals that 

these are mostly attempts to create entities that are both commercially 

sustainable and so will not have further use for charity, and yet yield 

tangible social, moral or ecological benefits. The social entrepreneur thus 

sees herself in a role similar to that of governments who promote “infant 

industries” – as providing a jump-start to a viable and beneficial business 

that might not have made it to commercial sustainability had it not been 

for some external, non-commercial assistance. 

 

Asia has many examples of successful social enterprises. Rags2Riches, 

based in the Philippines, creates high end fashion apparel and home 

accessories that are eco-friendly and ethically produced. Its merchandise 

is made by women from poor communities who recycle scrap cloth 

discarded by garment factories. In Singapore, social enterprises such as 

KHearts and Immanuel Beauty School provide training and employment 

opportunities for marginalized communities such as recovering substance 

abusers, ex-offenders and differently-abled people. 

 

In the 21st century, social 

enterprise increasingly looks 

more like a branch of regular 

enterprise than a part of the 

NGO sector 
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Social enterprises have also emerged as champions of innovation, 

refuting the notion that only the profit motive fosters innovation. For 

example, Husk Power Systems5 in India is a rural electrification company 

that converts rice husks into electricity. Bloom Bags6 in Cambodia, started 

by Singaporean Diana Saw, provides employment opportunities to poor 

Cambodian women through the production of eco-friendly handbags 

from materials such as discarded rice sacks.  

 

 

For-Profit or Non-Profit?  

 

Bloom Bags is an example of a not-for-profit organization whose products 

are positioned in the mid market price range. The company, which was 

founded with Diana Saw’s life savings, faces stiff competition from local 

manufacturers who use cheap labour and materials to produce similar 

products, or import similar products from neighbouring countries to sell at 

a cheaper price. In order to compete with these products, the company 

targets ethical consumers in markets as far afield as the USA. Bloom’s 

products are marketed through word of mouth, social networking sites like 

Facebook and via bulk orders to Non-Government Organizations (NGOs) 

like Amnesty International.  

 

Other social enterprises, in contrast, pursue a for-profit model. One 

example is D.Light, founded in Palo Alto, California in 2006, which aims to 

replace kerosene lamps with solar powered LED lanterns.  The company 

was initially funded by Acumen Fund, which only supports businesses that 

are able to benefit approximately one million end users within a five year 

period. In June 2010, D.Light received an additional US$5.5 million in 

                                                 
5 Fast Company website, Husk Power Systems: Rice-Fired Electricity, Dec 2008 
6 Bloom Bags website, Buy something beautiful, do something useful, 2008 
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financing from the Omidyar Network, an investment firm targeting 

companies that empower individuals and improve quality of life.7 D.Light is 

targeting its lamps at households and businesses in Africa, China and 

India. As at April 2010, it has impacted one million users. 

 

 

Surviving in a Market Economy  

 

While conventional businesses are measured by revenues and profits, 

social enterprises measure success by the impact of the business on 

people or the environment. However, like all businesses, they face 

pressures to generate revenues and reduce costs in order to sustain their 

existence in a market environment. Very few social enterprises achieve an 

annual profit that is anywhere near the US$ 5.38 million (2009) registered 

by Grameen Bank8. 

 

Though the social enterprise business 

model allows firms to recover their 

initial investment, the shareholders 

normally do not take dividends beyond 

that point. Profits need to be re-

invested in the company in order for 

the company to grow and serve more customers. This can create 

immense challenges. Often, social enterprises find that once they have 

pioneered a new business model or product category with profit potential, 

traditional businesses start entering the market and competing with them 

on price. Thus many social enterprises have sought to differentiate 

themselves through a variety of techniques. These include targeting 

                                                 
7Earth2tech website, D.Light’s Lead Investor: Omidyar, Jun 2010 
8 Grameen Bank website, Grameen Bank At A Glance, Jun 2010 

Often, social enterprises find 

that once they have 

pioneered a new business 

model or product category 

with profit potential, traditional 

businesses start entering the 

market and competing with 

them 
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ethical consumers, branding their products differently, educating 

consumers about their objectives and selling at price points that are so 

low as to be commercially unattractive.  

 

Most social enterprises today exploit social media platforms like Facebook, 

Twitter, blogs and e-community websites to promote their message. For 

example, Bloom Bags has a “Bloom Eco-bags” page on Facebook which 

updates its fans about new products and achievements, in addition to a 

blog by Diana Saw called “Cambodia Calling” which highlights key issues 

in Cambodia. Husk Power Systems in India and Rags2Riches in the 

Philippines also use Facebook to update their fans about new 

breakthroughs. Social media platforms, by their very nature, are well 

adapted to the needs of social enterprises, who need low-cost marketing 

avenues that enable the communication of a deeper message around 

their products.  

 

 

Nurturers of Social Enterprises 

 

In the long-term, it is said that no enterprise can succeed alone. 

Enterprises can only thrive as part of an eco-system that includes effective 

suppliers, customers, regulators, financiers and business partners.  

 

A recent trend among social enterprises is to form a network and 

collectively educate consumers so as to set standards.9  In the UK for 

example, The Social Enterprise Mark is used to differentiate social 

enterprises from purely commercial concerns, so that consumers can 

reliably recognize products that they want to support.  The organization 

behind the mark also fosters networking amongst social enterprises 
                                                 
9 McKinsey & Company, Social enterprise: It takes a network, Apr 2010 
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throughout the country. Such networks can even help the social 

enterprise community to influence government policies.  

 

One of the more recognized organizations involved in promoting social 

entrepreneurship is the Skoll Foundation10, created by Jeff Skoll in 1999. 

The Skoll Foundation’s mission is to drive large-scale change by investing in, 

connecting with and celebrating social entrepreneurs. It connects social 

entrepreneurs with people and resources through a number of academic, 

business and community channels. This helps it to promote the work of 

individual entrepreneurs, as well as the field of social entrepreneurship in 

general. The core commitment of the foundation is to provide impactful 

investment. It has a special interest in issues of climate change, water 

scarcity, pandemics, nuclear proliferation and the Middle East conflict. 

 

 

In the emerging world, most governments provide some form of financial 

assistance for small and medium-sized enterprises. Some have gone 

further and directed special programs specifically at social enterprises. 

The Singapore Social Innovation Park (SIP) is an example of an impartial 

non-profit organization with government backing that incubates social 

entrepreneurs and innovators.  SIP educates public and private sector 

organizations on the principles of social entrepreneurship and enhances 

social enterprises with resources and best practices by connecting them 

with local and international networks. Some of the initiatives of the SIP 

have included providing a toolkit for starting and managing social 

enterprises and the PaTH (Pop and Talent Hub) initiative to develop 

talented people from marginalized communities by providing access to 

mentors and networks. 

                                                 
10 Skoll Foundation website,  About the Skoll Foundation, 2010 
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Doing Business with a Social Impact 

 

While multinational corporations (MNCs) are placing more and more 

importance on Corporate Social Responsibility (CSR) activities, many 

MNCs today are engaging with social enterprises as an extension of their 

CSR drives, and in some cases as an extension of their conventional 

business.  

 

A good example of this trend is Project Shakti 11 which was launched by 

Hindustan Unilever, Unilever’s Indian subsidiary. Project Shakti cannot be 

described as a CSR activity but rather as a business enterprise providing 

social benefits.  

 

Launched in 2001, the aim of the initiative was to expand the company’s 

rural distribution network as well as to provide rural women with income 

generating opportunities. Under Shakti, the company appoints female 

sales persons to sell its products in villages. By 2009, around half of 

Hindustan Unilever’s sales came from rural markets. 

 

Whither Social Enterprises in the Market Economy? 

 

Today social enterprises operate in virtually all sectors of the economy, 

from agriculture and manufacturing to infrastructure and 

telecommunications. While the jury is still out on what exactly defines a 

social enterprise, one thing is certain: social enterprises are here to stay. 

While very few social enterprises have reached the size of Grameen Bank 

and BRAC12 in Bangladesh and Amul13 in India, there has been a steady 

                                                 
11 Equity Master website, HUL: Project Shakti business model overview, Aug 2010 
12 BRAC - Bangladesh Rural Advancement Committee reaches more than 110 million people the world over 

and is currently the world’s largest non-governmental organization with 80% self funding 

http://www.brac.net/


 
  10 

 
 

increase in the number of social enterprises in emerging countries.  Is this 

phenomenon sustainable and how big an impact will it have on markets 

and countries in the emerging world? 

 

At the end of the day, the pool of social entrepreneurs can be seen to be 

drawn from a larger pool of altruistic individuals who might otherwise have 

entered the NGO sector. It is not clear if the size of this overall human 

resource pool is growing. 14   What is key to the social enterprise 

phenomenon is its emphasis on creating entities that can survive on their 

own two feet as businesses. In this regard, the success of the phenomenon 

will hinge on two things. 

 

One is the ability of social entrepreneurs to impart solid business skills – 

including that of self-confidence, a precious commodity that is often in 

short supply when it comes to the constituencies that social enterprises 

usually seek to help. 

 

The second would be the existence of a level playing field. Social 

enterprises often find that after successfully pioneering a new category or 

business model, conventional businesses enter the field and drive them 

out of business in the pursuit of easy profits. Governments need to ensure 

that social enterprises are protected from predatory pricing and other 

forms of anti-competitive practices if they wish to nurture the sector.  

 

 

                                                                                                                                                 
13 Amul is a dairy cooperative that is the largest food brand in India and spurred the “White Revolution” in India 
14 Anecdotal evidence suggests that NGOs attract more individuals in societies where there is more visible 

hardship. 


